UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

Xl  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 1, 2007
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 1-9595

W

BEST BUY.
BEST BUY CO., INC.

(Exact name of registrant as specified in its charter)

Minnesota 41-0907483
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

7601 Penn Avenue South
Richfield, Minnesota 55423
(Address of principal executive offices) (Zip Code)

(612) 291-1000
(Registrant’s telephone number, including area code)

N/A
(Former name, former address and former fiscal year, if changed since last report)

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
“accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer O Non-accelerated filer O
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No [XI
APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes O No O

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable date. Common Stock,
$.10 Par Value — 417,777,000 shares outstanding as of September 1, 2007.




BEST BUY CO., INC.

FORM 10-Q FOR THE QUARTER ENDED SEPTEMBER 1, 2007

INDEX

Part I —Financial Information

Item 1.
a)
b)
c)
d)
e)
Item 2.
Item 3.
Item 4.

Condensed Consolidated Financial Statements (Unaudited)

Condensed consolidated balance sheets at September 1, 2007; March 3, 2007; and August 26,
2006

Consolidated statements of earnings for the three and six months ended September 1, 2007, and
August 26, 2006

Consolidated statement of changes in shareholders’ equity for the six months ended September
1, 2007

Consolidated statements of cash flows for the six months ended September 1, 2007, and
August 26, 2006

Notes to condensed consolidated financial statements
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk

Controls and Procedures

Part II — Other Information

Item 2.
Item 4.
Item 6.

Signatures

Unregistered Sales of Equity Securities and Use of Proceeds
Submission of Matters to a Vote of Security Holders

Exhibits

27

40

41

41

41

42

43

44



PART I —FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEST BUY CO., INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

($ in millions, except per share amounts)

(Unaudited)
September 1, March 3, August 26,
2007 2007 2006
CURRENT ASSETS
Cash and cash eqUIVAIENLS ..........cecuerieiierieieee e $ 1,390 $ 1,205 $ 1,104
Short-term INVESTMENLS .......cceiuriieeeeeeeeiiireeeeeeeeecirreeeeeeeeeetrrereeeeeeesnraereeeeeeesennnens 121 2,588 1,534
RECRIVADIES ...t et ettt e, 554 548 513
MerchandiSE INVENTOTIES .......cvvvviiiiiiiiiiiiiiiieieieieeeeeeeeeeeeeeeeeeereeeeerererererererererererereee, 4,650 4,028 4,049
OthEr CUITENE ASSELS.....ccuviieiierieeeeitieeeeetreeeeeieeeeeitreeeeitreeeeetreeeeeaseeessanseeesareseenssnes, 733 712 687
TOtA]l CUITENT ASSELS ..vvvvviiiiiiiiiiiiieieieieieeeeeeeeeeeeeeeeeeeeeeeeeeereeereretererererererererererereee, 7,448 9,081 7,887
PROPERTY AND EQUIPMENT
Property and €qUIPIMENL ........c..cocueiiiiiiirienieiieieeeeeeee e e, 5,328 4,904 5,151
Less accumulated depreciation ..........coec.eevveerrieeriienieeniienieesieeeeee e eieesiee s 2,210 1,966 2,364
Net property and qUIPMENL.........cocuereeruieriieniieieeeeneeseere e e saee e ere e, 3,118 2,938 2,787
GOODWILL ...t e e e e e e enee e, 1,053 919 1,010
TRADENAMES ... e e e, 93 81 83
EQUITY AND OTHER INVESTMENTS ..ot e, 200 338 306
OTHER ASSETS ...ttt et e e e e ar e e e eaaaae e, 325 213 334
TOTAL ASSETS ...ttt e e et e e e e et e e e ar e e e eaanaae s, $ 12237 $ 13570 $ 12407

NOTE: The consolidated balance sheet as of March 3, 2007, has been condensed from the audited consolidated financial statements.

See Notes to Condensed Consolidated Financial Statements.



BEST BUY CO., INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS’ EQUITY

($ in millions, except per share amounts)

(Unaudited)
September 1, March 3, August 26,
2007 2007 2006

CURRENT LIABILITIES
ACCOUNES PAYADIE ... ..eeieiieiieii ettt ettt e, $ 4312  $ 3934 $ 3,858
Unredeemed gift card liabilities...........c.cooieiiiiiiiiniiniicecce, 422 496 392
Accrued compensation and related eXPenses..........cocueveereerieenrenieeneeneeneeieennn, 287 332 263
ACCIUEd HHADIIITIES ...ttt e e e e e aa e e e e e e, 970 990 958
ACCIUE INCOIME LAXKES ..uvvvviieeeeeeeiieiieeeeeeeeeiiireeeeeeeeeeitareeeeeeeeserarreeeeeeeeesnsreeeseeeann, 99 489 399
Short-term debt .......uviiiiiiiei e e e e e e e e 1,357 41 77
Current portion of long-term debt..........ccoceeviriiiiiiiiiniiiiiecee, 20 19 419
Total current HaADIIIIES ......cvvviiiiiiiiiiiiiiiiiiieieieeeeeeeeeeeeeeeeeeeeeee et et e s erererereeenen, 7,467 6,301 6,366
LONG-TERM LIABILITIES .......oooitiiiieieeieeieeete ettt ve e sene e, 751 443 392
LONG-TERM DEBT .....cotitiiieieeiteeteeie ettt ettt et e veesnseesene e, 600 590 184
MINORITY INTERESTS ...ttt ettt ettt ve e v sva e esvaeeans 38 35 31

SHAREHOLDERS’ EQUITY
Preferred stock, $1.00 par value: Authorized — 400,000 shares; Issued
and outStanding — NOME .....cc..eerviiriiiiiiieniee ettt e, — — —
Common stock, $.10 par value: Authorized — 1.5 billion shares; Issued
and outstanding — 417,777,000, 480,655,000 and 480,250,000 shares,

TESPECLIVELY .ttt st st st 42 48 48
Additional paid-in capital ........cccccociriiriiniiiniii e, — 430 389
Prepaid Stock repurchase .........cooeevieiieniiniiniiiiieieneseeeeee e, (200) — —
Retained Carnings......cccueeueerueenieiierieiteneeneete ettt sttt st st 3,147 5,507 4,690
Accumulated other comprehensive inCOme ............coceevevieneeninieneeneenieieenen, 392 216 307

Total sharehOlders’ EQUILY .......ccecueerueiriierieiriienieeie ettt e, 3,381 6,201 5,434

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY ...cccceovinininenenennen, $ 12,237 $§ 13570 $ 12,407

NOTE: The consolidated balance sheet as of March 3, 2007, has been condensed from the audited consolidated financial statements.

See Notes to Condensed Consolidated Financial Statements.



BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF EARNINGS

($ in millions, except per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
September 1, August 26, September 1, August 26,
2007 2006 2007 2006

REVENUE ...ttt $ 8750 $ 7,603 $ 16,677 $ 14,562
Cost 0f 200dS SOIA ...eoviiiiiiiiiiiieeeeeeeee e 6,611 5,701 12,646 10,895
GIOSS PIOfIE ..eeuiiiniiiiiiie ittt s s, 2,139 1,902 4,031 3,667
Selling, general and administrative €Xpenses ...........cecveevereerveenueens 1,738 1,572 3,364 3,000
OPErating INCOMC.....couveruririeerieeieeiteteeite et stte sttt et et et sieesaeen, 401 330 667 667
Other income (expense)

Investment income and Other ..........ccccceveeviiriienienienencnicneenen, 22 29 66 60

INEEIESt EXPEIISE «..venvrenvieniienieiieite sttt ettt ettt (23) 8) 30) (16)
Earnings before income tax expense, minority interest and

equity in loss of affiliates..........ccooceerieiieiiiiiniiccc, 400 351 703 711
INCOME tAX EXPENSE..ccuuviieieiiiiiniieeiiterie ettt ettt 144 121 257 247
MINOTILY INEEIEST .o.veveiiiieieeeriieerieeriie ettt ettt e %) — 3) —
Equity in 10ss of affiliates .......ccocueeviiinieiniiinieeieeceeeceeee, (1) — (1) —
INEE AITINES ..ttt sttt et te st et saeebe et eaenseneens $ 250 § 230 $ 442§ 464
Earnings per share

BaSIC ettt $ 056 $ 048 $ 096 §$ 0.96

DIIULEA ..ot $ 055 §$ 047 $ 094 $ 0.94
Dividends declared per common Share .............cccceeveveveeiiirnrnnnan, $ 0.10 $ 0.08 $ 020 $ 0.16
Weighted average common shares outstanding (in millions)

BaSIC et 444.1 482.0 461.5 483.3

DIIUtEd ..o, 456.2 496.5 473.8 498.4

See Notes to Condensed Consolidated Financial Statements.



BEST BUY CO., INC.

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

FOR THE SIX MONTHS ENDED SEPTEMBER 1, 2007

($ and shares in millions, except per share amounts)

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

Balances at March 3, 2007........ccoccue...... 481 $ 48 $ 430 $ — $ 5507 $ 216 $ 6,201
Net earnings, six months ended

September 1, 2007 ......cccceevveeiennennnee — — — — 442 — 442
Foreign currency translation

AdjUStMENtS ..covvevuveriiiiieieeieeieeienieene — — — — — 178 178
Unrealized loss on available-for-sale

SECUTILIES .vvreeevreeeeirieeeeireeeeiree e — — — — — 2) )
Total comprehensive income................. 618
Cumulative effect of adopting a new

accounting standard ..........ccccveeeeennne — — — — (13) — (13)
Stock-based compensation..................... — — 58 — — — 58
Stock options exercised ............ccoceeuneene. 1 — 32 — — — 32

Issuance of common stock under

employee stock purchase plan ........... 1 — 27 — — — 27
Tax benefit from stock options

exercised and employee stock

purchase plan ........cccccecveviencencnncnnne. — — 12 — — — 12
Payment for accelerated share

repurchase program...........c..ceeeeuenee. — — — (3,000) — — (3,000)
Repurchase of common stock................ (65) (6) (559) 2,800 (2,696) — 461)
Common stock dividends, $0.20 per

SRATE . .coeiiie e — — — — 93) — 93)
Balances at September 1, 2007 .............. 418 $ 42 3% — 3 (200) $ 3,147 $ 392 $ 3,381

See Notes to Condensed Consolidated Financial Statements.



BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

($ in millions)

(Unaudited)

OPERATING ACTIVITIES
INBE CATTIIES -ttt ettt ettt ettt sb e b et e bt e bt sbeesbe e bt et e eateebteeb b e bt enbeenbeeaeesaeenbeens
Adjustments to reconcile net earnings to total cash provided by (used in) operating
activities
DEPTECTIALION. ...ttt ettt ettt st e et e st e et e sabeesabeesabeesabeesabeeens
AsSet iMPaIrmMent CRATZES ....c..coouiiiiiiiiieiiieeee ettt s s,
Stock-based COMPENSATION......ccutrtiruiiriieniiertieteete ettt ettt st s b et et satesaeesaeen,
Deferred INCOME LAXES ....ocvervieuieeieiieieieie sttt ettt sttt et s be s e sae s
Excess tax benefits from stock-based cOmMpPenSation ............ccocueeevueeriieeniieeiniienieenieeeee e,
(01115 78 1 1<) S U TN U TSR RSO S PUUUPRTRRRUURPN
Changes in operating assets and liabilities, net of acquired assets and liabilities
RECEIVADIES ...ttt s
MerchandiSe INVENLOTIES ........c.eeieuiiiiriiiiiriieiieceret ettt
ONET ASSELS ..c.veuiiieiietetieie ettt sttt be s et sa e ne
ACCOUNLS PAYADIE .....eiitiiiiieiiieee ettt ettt ettt et e b e e saee s ebee e e
Other HADIIILIES ....eeeuveeriiiieiieeiieeeie ettt ettt ettt eebaeesbeessbeeeaes
ACCTUEA INCOME LAXES ..veenereeurieriieeriteeniteesteenite e sttt esuteesate ettt esaseesbeeesateeabeeesstesbaeesseesabaeenses
Total cash provided by (used in) operating actiVities .........cc.ccevveereevueevuenrenieneeneeneenns

INVESTING ACTIVITIES

Additions to property and equipment, net of $35 non-cash capital expenditures in the six
months ended September 1, 2007 ........cccooiiriiriiiiiiiieieeeeeeee e,

Purchases Of INVESTMENLS .........uiiiuiiiiiiiiieiiieeee ettt ettt et e s e st e e

SAlES Of INVESTIMEIILS. c....eeiutiiiiieriieeeitee et eeetee ettt eit e st e et e st e eateesabeesabeesabeesabeesabeesabeesabeenns

Acquisition of businesses, net of cash aCqUITEd.........cocevierieriiniiiiiniiinieeeeeece e,

Change N TESICIEA ASSELS ..ceuveerirurieiiritirtienteete ettt sttt ettt ettt sb e bt e b embeeatesatesaeenaeens

OTNET, NEL oo
Total cash provided by INVESHNZ ACHVILIES ..ceeuveerurieriieriierieeriteeiee sttt sttt

FINANCING ACTIVITIES
Repurchase of commOn StOCK ........cocuuiiiiiiiiiiiiiieiiieee e,
Issuance of common stock under employee stock purchase plan and for the exercise of
SEOCK OPLIONS ...ttt ettt ettt b et e e et sbte bt e bt e bt e st e eatesbaesbeenbeenbeenns
Excess tax benefits from stock-based compensation .........c..ccoceveeneeniiienienienieneee e,
DiAVIAEnds PALA .....oeeuviiiiieiiieeiieete et ettt et ettt e st
Proceeds from isSUANCE Of debt......ccc.eiiiiiiiiiiiiiii e,
Repayments Of debt ........oouiiiiiiiiiii e e
OTNET, NEL oo
Total cash used in finaNCING ACHIVILIES ....eevveerieeriieriieiieieeierit ettt

EFFECT OF EXCHANGE RATE CHANGES ON CASH .....cccooiiiiiiiiiieicieceeeeceeeeiee,
INCREASE IN CASH AND CASH EQUIVALENTS ...,
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD ..........cccccccceeviiiiniiiienen,

CASH AND CASH EQUIVALENTS AT END OF PERIOD ........ccccceviiviiniiniiinicicecieieieen,

See Notes to Condensed Consolidated Financial Statements.

Six Months Ended
September 1, August 26,
2007 2006
$ 442 3 464
279 246
1 21
58 59
(18) (28)
(12) (31)
2 14
4 (15)
(555) (548)
(2) (5)
278 231
(142) (185)
(204) (263)
131 (40)
(376) (299)
(3,739) (1,635)
6,345 3,060
(89) 421)
2 (16)
— 12
2,143 701
(3,461) (462)
59 117
12 31
(93) (78)
2,861 38
(1,538) (7
— 37
(2,160) (324)
71 19
185 356
1,205 748
$ 1,390 $ 1,104




BEST BUY CO., INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

Basis of Presentation

In the opinion of management, the accompanying condensed consolidated financial statements contain all adjustments
necessary for a fair presentation as prescribed by accounting principles generally accepted in the U.S. All adjustments
were comprised of normal recurring adjustments, except as noted in these Notes to Condensed Consolidated Financial
Statements. Historically, we have realized more of our revenue and earnings in the fiscal fourth quarter, which includes
the majority of the holiday shopping season in the U.S. and Canada, than in any other fiscal quarter. The timing of new
store openings, costs associated with the development of new businesses, as well as general economic conditions may
also affect our future quarterly results. Consequently, interim results are not necessarily indicative of results for the
entire fiscal year. These interim financial statements and the related notes should be read in conjunction with the
consolidated financial statements and notes included in our Annual Report on Form 10-K for the fiscal year ended
March 3, 2007.

Consistent with China’s statutory requirements, our China operations’ fiscal year ends on December 31. Therefore, we
have elected to consolidate our China financial results on a two-month lag. There was no significant intervening event
that would have materially affected our consolidated financial statements had it been recorded during the fiscal quarter.

Reclassifications

To maintain consistency and comparability, we reclassified certain prior-year amounts to conform to the current-year
presentation as described in Note 1, Summary of Significant Accounting Policies, of the Notes to Consolidated
Financial Statements in our Annual Report on Form 10-K for the fiscal year ended March 3, 2007. In addition, to
conform to the current-year presentation, we reclassified:

* to the International segment, $2 and $3 of selling, general and administrative (“SG&A”) support costs for the
three and six months ended August 26, 20006, respectively, which were previously reported as part of the
Domestic segment;

*  to short-term debt, $77 of liabilities at August 26, 2006 which were previously reported in current portion of long-
term debt; and

*  to equity and other investments, $20 and $29 of investments at March 3, 2007 and August 26, 2006, respectively,
which were previously reported in other assets.

These reclassifications had no effect on previously reported consolidated operating income, net earnings, shareholders’
equity or cash flows.

New Accounting Standards

In February 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standards (“SFAS”) No. 159, The Fair Value Option for Financial Assets and Financial Liabilities. SFAS No. 159
permits companies to choose to measure many financial instruments and certain other items at fair value. The objective
is to improve financial reporting by providing companies with the opportunity to mitigate volatility in reported
earnings caused by measuring related assets and liabilities differently without having to apply complex hedge
accounting provisions. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. Companies are
not allowed to adopt SFAS No. 159 on a retrospective basis unless they choose early adoption. We plan to adopt SFAS
No. 159 beginning in the first quarter of fiscal 2009. We are evaluating the impact, if any, the adoption of SFAS No.
159 will have on our consolidated operating income or net earnings.



In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles and expands disclosures
about fair value measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit
fair value measurements, the FASB having previously concluded in those accounting pronouncements that fair value is
the relevant measurement attribute. Accordingly, SFAS No. 157 does not require any new fair value measurement.
SFAS No. 157 is effective for fiscal years beginning after December 15, 2007. We plan to adopt SFAS No. 157
beginning in the first quarter of fiscal 2009. We are evaluating the impact, if any, the adoption of SFAS No. 157 will
have on our consolidated operating income or net earnings.

Acquisitions
Speakeasy, Inc.

On May 1, 2007, we acquired Speakeasy, Inc. (“Speakeasy”) for $103 in cash, or $89 net of cash acquired, including
transaction costs and the repayment of $5 of Speakeasy’s debt. We acquired Speakeasy, an independent U.S.
broadband voice, data and IT services provider, to strengthen our portfolio of technology solutions. We accounted for
the acquisition using the purchase method in accordance with SFAS No. 141, Business Combinations. Accordingly, we
recorded the net assets at their estimated fair values, and included operating results in our Domestic segment from the
date of acquisition. We allocated the purchase price on a preliminary basis using information currently available. The
allocation of the purchase price to the assets and liabilities acquired will be finalized no later than the first quarter of
fiscal 2009, as we obtain more information regarding asset valuations, liabilities assumed and revisions of preliminary
estimates of fair values made at the date of purchase. The premium we paid in excess of the fair value of the net assets
acquired was primarily for the expected synergies we believe Speakeasy will generate by providing new technology
solutions for our existing and future customers, as well as to obtain Speakeasy’s skilled, established workforce. None
of the goodwill is deductible for tax purposes.

The preliminary purchase price allocation, net of cash acquired, was as follows:

RECEIVADIES ... e et e e e e e e e e e et e e eeaeeeeeaeeeeeeteeeeeeneeeeeenreeeenareeeenns $ 8
Property and €qQUIPIMENLT ........c..oouiiiiiiiiiieiie ettt et st sae ettt et e e e e eanes 8
OET ASSEES ..ueieiiiieiitrieee e e e eeectt e et e e eeecctae et e e e eeeetaaeeeeeeeeeetasaeaaeeeeeasasseaeeeeeaaasssssseseeeeaasssaseaeeeeaassssseeeeeeenanses 21
TTAACIAINE ...veeeueieeiieeiieeieeette et e et e et e et e ebeesbeeeabeessteeesseessbaeesseessseeassaesnsaessseesasaensseesnsaensseesnseensseennseennsens 6
GOOAWILL ..ot e ettt e e et e e et e e e tae e e e etbaeeeeatbeeeetsaeeeatssseeassseseessseeesseeeeanssesensnnes 76
CUITENE THADIIIIES ....viiieiiiieeiiiie ettt e e ettt e e ette e e e e taaeeeetaeseeatsaeeetseeeeestseseessseeesseseeasssesennsnes 30)
TOUAL. ...ttt ettt ettt ettt ettt et et eae et et eae et et eae et et eatete et easete et easete et eatete et easete et eatete et easete et easete et ensete et ensereereaes $ 89

Jiangsu Five Star Appliance Co., Ltd.

On June 8, 2006, we acquired a 75% interest in Jiangsu Five Star Appliance Co., Ltd. (“Five Star”) for $184, including
a working capital injection of $122 and transaction costs. Five Star is an appliance and consumer electronics retailer
and had 131 stores located in eight of China’s 34 provinces on the date of acquisition. We made the investment in Five
Star to further our international growth plans, to increase our knowledge of Chinese customers and to obtain an
immediate retail presence in China. We accounted for the acquisition using the purchase method in accordance with
SFAS No. 141. Accordingly, we recorded the net assets at their estimated fair values, and included operating results in
our International segment from the date of acquisition. We allocated the purchase price on a preliminary basis using
information then available. The allocation of the purchase price to the assets and liabilities acquired was finalized in
the first quarter of fiscal 2008. There was no significant adjustment to the preliminary purchase price allocation. None
of the goodwill is deductible for tax purposes.



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

RESIICIEA CASN ....iiiiiiiiieciieccieece ettt ettt e et e e ste e e stb e e taeetaeessaeetseassseesseasseensseassseesseensseessennens $ 204
MErChANAISE TNVENTOTIES .. eeeuvvireeiiieeesiiieeeeteeeestteeestteeeasseeesssseeeeassseeeassseeesassseeassseesasssseesssssesesssseeeasnsseens 109
Property and EqUIPIMENL .......c..cocuiiiiiiiiieiecteee ettt ettt e s s sttt 78
ORBT @SSEES ...uuvtieeiiiieeeeiiieeeeteee ettt eestteeeetbeeeeeseaeasssseeaassaeessseaeaassseeeassssessssaeaanssseeanssseesassseeesnsseeensnsseens 78
TTAAEINAINE ......evveeeiiiieeeeieee ettt e e ettt e et eeeetaeeeeebteeesssseeeanssaeeessseeaaassseeeassssaessssaeeansssesanssseesansseeesnsseeennssseens 21
(€ 10707 107 1 | USSR SRUURSRRRP 24
Accounts payable (368)
Other current liabilities 35)
DIEDL ettt et b e bbbt et s he e ehe e bt et et e bt esbaeebeenbeebeenes (64)
LONG-ErM THADIIIEIES «..ceuveiniiiniieiieiteeiteet ettt ettt sttt e e e et sbtesbe et e et eabesbaesbeenbeenbeenns (1)
Minority ETEETESES .ot e e e e e et ee e s e e eseeeeeees e eee e et eeee e e eseeeeeeeees e eeeees e s seeseeeeeeesenee (33)
TOAL ...ttt ettt ettt ettt ettt ettt ettt e b et s e b et e s eb e s e b e b ete s ebese st b et et e b et st b et et b et en s b et et b ese s b esenn s, $ 13
! The minority interests’ proportionate ownership of assets and liabilities were recorded at historical carrying values.
Investments
Investments were comprised of the following:
September 1, March 3, August 26,
2007 2007 2006
Short-term investments
DEDL SECUTILIES .....eeieeeveeeeeeeee ettt eeteeeeeneeeenn $ 121  $ 2,588 % 1,534
Equity and other investments
DEDE SECUIILIES 1.vvveeerieiiieeiieeieeeiee et e et e eeteeere e e eteeebeeebeeeaveeebeeeareeas $ — 3 318 $ 277
Marketable equity SECUITIES ....ccovevverueereenieeiieieeienieenieenieeee e 184 4 20
Other INVESTMENLS .......covueeiiriiiiinieniienieeeete sttt 16 16 9
Total equity and other investments $ 200 $ 338 $ 306

Debt Securities

Short-term and long-term investments in debt securities are comprised of auction-rate securities, variable-rate demand
notes, asset-backed securities, municipal debt securities, and commercial paper. In accordance with SFAS No. 115,
Accounting for Certain Investments in Debt and Equity Securities, and based on our ability to market and to sell these
instruments, we classify auction-rate securities, variable-rate demand notes and other investments in debt securities as
available-for-sale and carry them at amortized cost, which approximates fair value. Auction-rate securities and
variable-rate demand notes are similar to short-term debt instruments because their interest rates are reset periodically.
Investments in these securities can be sold for cash on the auction date. We classify auction-rate securities and
variable-rate demand notes as short-term or long-term investments based on the reset dates.

In accordance with our investment policy, we place our investments in debt securities with issuers who have high-
quality credit and limit the amount of investment exposure to any one issuer. We seek to preserve principal and

minimize exposure to interest-rate fluctuations by limiting default risk, market risk and reinvestment risk.

The following table presents the amortized principal amounts, related weighted-average interest rates (taxable
equivalent), maturities and major security types for our investments in debt securities:

10



September 1, 2007 March 3, 2007 August 26, 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
VEAT) cuveeenrieeieeeiteeiee st e et e st e eateesbeenaeees $ 121 6.23% $ 2,588 5.68% $ 1,534 5.62%
Long-term investments (one to three
VEATS) eveeenrieenreerrieeieesreeeieesbeesaeeesbeenaeees — N/A 318 5.68% 277 5.74%
Total..ueeeeeiceeeceeee e $ 121 $ 2,906 $ 1,811
Auction-rate securities, variable-rate
demand notes, and asset-backed
SECUITEIES .vvevveeevieeeree e ennas $ 108 $ 66 $ 75
Municipal debt securities .........cccceeevveeeneeennne. — 2,840 1,736
Commercial paper...........coccooveevievieciiniennnens 13 — —
Total...oveeeeiieeeee e $ 121 $ 2,906 $ 1,811

The carrying values of our investments in debt securities approximated fair value at September 1, 2007; March 3, 2007,
and August 26, 2006, due to the rapid turnover of our portfolio and the highly liquid nature of these investments.
Therefore, there was no significant unrealized holding gain or loss. Realized gains and losses are included in
investment income and other in the consolidated statements of earnings and were not significant for any period
presented. The decrease in the balance of investments in debt securities compared with the balances at March 3, 2007
and at August 26, 2006, was due to the liquidation of a substantial portion of our investments portfolio to repay our
bridge loan facility and to fund our accelerated share repurchase (“ASR”) program. See Note 4, Credit Facilities, for
further information on the bridge loan facility, and Note 7, Common Stock Repurchases, for further information on the
ASR program.

Marketable Equity Securities

We also invest in marketable equity securities and classify them as available-for-sale. Investments in marketable equity
securities are included in equity and other investments in our consolidated balance sheets, and are reported at fair value
based on quoted market prices. All unrealized holding gains and losses are reflected net of tax in accumulated other
comprehensive income in shareholders’ equity.

The carrying values of our investments in marketable equity securities at September 1, 2007; March 3, 2007; and
August 26, 2006, were $184, $4 and $20, respectively. The increase in marketable equity securities since March 3,
2007, was primarily due to our investment in The Carphone Warehouse Group PLC (“CPW?”), a leading European
mobile communications retailer. During the second quarter of fiscal 2008, we acquired 26.1 million shares of common
stock of CPW in the open market for $183, representing nearly 3% of CPW’s outstanding shares. The decrease in
marketable equity securities from August 26, 2006 to March 3, 2007, was primarily due to the sale of our investment in
Golf Galaxy, Inc. (“Golf Galaxy”) in February 2007. At August 26, 2006, the carrying value of our investment in Golf
Galaxy was $16.

Net unrealized (loss)/gain, net of tax, included in accumulated other comprehensive income were $(3), $(1) and $7 at
September 1, 2007; March 3, 2007; and August 26, 2006, respectively.

Other Investments

We also have investments that are accounted for on either the cost method or the equity method that we include in
equity and other investments in our consolidated balance sheets. The aggregate carrying values of these investments at
September 1, 2007; March 3, 2007; and August 26, 2006, were $16, $16 and $9, respectively.

Credit Facilities

On June 26, 2007, we entered into a $3,000 bridge loan facility with Goldman Sachs Credit Partners L.P. (the “Bridge
Facility”), simultaneously with the execution of agreements to purchase $3,000 of shares of our common stock in the
aggregate pursuant to our ASR program. We initially borrowed $2,500 under the Bridge Facility and used $500 of our
existing cash and investments to fund the ASR program. Effective July 11, 2007, we reduced the amount we could
borrow under the Bridge Facility to $2,500. At September 1, 2007, $1,298 was outstanding under the Bridge Facility.
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See Note 7, Common Stock Repurchases, for further information on the ASR program.

Effective July 2, 2007, we terminated our previous $200 revolving credit facility that was scheduled to expire on
December 22, 2009.

On September 19, 2007, we entered into a $2,500 five-year unsecured revolving credit agreement with JPMorgan
Chase Bank, N.A. (“JPMorgan”), as administrative agent, and a syndication of banks. On the same date, we repaid the
outstanding balance and terminated the Bridge Facility. See Note 11, Subsequent Event, for further information
regarding these transactions.

Income Taxes

We adopted the provisions of FASB Interpretation (“FIN) No. 48, Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement No. 109, effective March 4, 2007. FIN No. 48 provides guidance regarding the
recognition, measurement, presentation and disclosure in the financial statements of tax positions taken or expected to
be taken on a tax return, including the decision whether to file or not to file in a particular jurisdiction. The adoption of
FIN No. 48 resulted in the reclassification of $201 of tax liabilities from current to long-term and a $13 increase in our
liability for unrecognized tax benefits, which was accounted for as a reduction to the March 4, 2007 retained earnings
balance.

At March 4, 2007, our total liability for unrecognized tax benefits, after the adoption of FIN No. 48, was $201, of
which $68 represented tax benefits that, if recognized, would favorably impact the effective tax rate. Our liability for
unrecognized tax benefits was $229 at September 1, 2007.

We recognize interest and penalties in income tax expense in our consolidated statements of earnings. At March 4,
2007, we had accrued interest and penalties of $30. There has been no significant change in our accrued interest and
penalties since March 4, 2007.

We file a consolidated U.S. federal income tax return, as well as income tax returns in various states and foreign
jurisdictions. With few exceptions, we are no longer subject to U.S. federal, state and local, or non-U.S. income tax
examinations by tax authorities for years before fiscal 2003. In April 2007, the Internal Revenue Service completed its
examination of our U.S. federal income tax returns for fiscal 2003 and fiscal 2004 and resolution of the issues
pertaining to those years is expected in fiscal 2009. However, we do not expect that the resolution of these issues will
have a significant effect on our consolidated financial condition or results of operations.

Earnings per Share

Our basic earnings per share calculation is computed based on the weighted-average number of common shares
outstanding. Our diluted earnings per share calculation is computed based on the weighted-average number of common
shares outstanding adjusted by the number of additional shares that would have been outstanding had the potentially
dilutive common shares been issued. Potentially dilutive shares of common stock include stock options, nonvested
share awards and shares issuable under our employee stock purchase plan, as well as common shares that would have
resulted from the assumed conversion of our convertible debentures. Since the potentially dilutive shares related to the
convertible debentures are included in the calculation, the related interest expense, net of tax, is added back to net
earnings, as the interest would not have been paid if the convertible debentures had been converted to common stock.
Nonvested market-based awards and nonvested performance-based awards are included in the average diluted shares
outstanding each period if established market or performance criteria have been met at the end of the respective
periods.

The following table presents a reconciliation of the numerators and denominators of basic and diluted earnings per
share (shares in millions):
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Three Months Ended Six Months Ended
September 1, August 26, September 1, August 26,

2007 2006 2007 2006
Numerator
Net €arnings, DasiC........coceevreriiriririeieierereereeeeesesnne, $ 250 $ 230 $ 442 $ 464
Adjustment for assumed dilution
Interest on convertible debentures, net of tax .............. 1 1 3 3
Net earnings, diluted .........cococvvrviririrrerererererereeeiiennns, $ 251 $ 231 $ 445  $ 467
Denominator
Weighted-average common shares outstanding............... 4441 482.0 461.5 483.3
Effect of potentially dilutive securities
Shares from assumed conversion of convertible
dEDENLUTES ..vvveeieieiiieiieeiieeeeeee e, 8.8 8.8 8.8 8.8
Stock options and Other...........cc.ceeeeeiieiiieciiniienieneenne, 33 5.7 35 6.3
Weighted-average common shares outstanding,
assuming dilution.........c..coceeviviiinienieneicececeeeeen, 456.2 496.5 473.8 498.4
Earnings per share
BaSIC e, $ 056 $ 048 § 096 $ 0.96
DiIlUted ..o, $ 055 §$ 047 $ 094 $ 0.94

The computation of average dilutive shares outstanding excluded stock options to purchase 8.7 million and 0.4 million
shares of common stock for the three months ended September 1, 2007, and August 26, 2006, respectively, and 8.7
million and 0.4 million shares of common stock for the six months ended September 1, 2007, and August 26, 2006,
respectively. These amounts were excluded because the options’ exercise prices were greater than the average market
price of our common stock for the periods presented and, therefore, their effect would be antidilutive (i.e., including
such options would result in higher earnings per share).

Common Stock Repurchases

On June 26, 2007, our Board of Directors (“Board”) authorized a new $5,500 share repurchase program. The new
program has no stated expiration date. The new program terminated and replaced our prior $1,500 share repurchase
program authorized by our Board in June 2006. The June 2006 share repurchase program terminated and replaced our
prior $1,500 share repurchase program authorized by our Board in April 2005.

Open Market Repurchases

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

Three Months Ended Six Months Ended
September 1,2007  August 26, 2006  September 1, 2007  August 26, 2006
Total number of shares repurchased ................. 1.1 4.6 9.8 9.0
Total cost of shares repurchased.............cc..c..... $ 49 3 224 $ 461 $ 462

In the three and six months ended September 1, 2007, we purchased and retired 1.1 and 9.8 million shares, respectively,
at a cost of $49 and $461 under our June 2006 share repurchase program. We made no open market purchases during
the three months ended September 1, 2007, under our June 2007 share repurchase program.

In the three and six months ended August 26, 2006, we purchased and retired 2.8 million shares at a cost of $130 under
our June 2006 share repurchase program. For the three months ended August 26, 2006, we also purchased and retired
1.8 million shares at a cost of $94 under our April 2005 share repurchase program. In the six months ended August 26,
2006, we purchased and retired 6.2 million shares at a cost of $332 under our April 2005 share repurchase program.
Retired shares constitute authorized but unissued shares.
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Accelerated Share Repurchase Program

In accordance with the new $5,500 share repurchase program, on June 26, 2007, we entered into an ASR program
authorized by our Board. The ASR program consists of two agreements to purchase shares of our common stock from
Goldman, Sachs & Co. (“Goldman”) for an aggregate purchase price of $3,000. Goldman borrowed the shares that
were delivered to us as described below, and is expected to purchase sufficient shares of our common stock in the open
market to return to lenders over the terms of the agreements. The ASR program will conclude in February 2008,
although in certain circumstances the termination date may be accelerated at Goldman’s option. The actual number of
shares repurchased will be determined at the completion of the ASR program. We do not expect to make significant
additional share repurchases prior to the conclusion of the ASR program. Repurchased shares have been retired and
constitute authorized but unissued shares.

Collared ASR

Under the first agreement (the “Collared ASR”), the number of shares to be repurchased is based generally on the
volume-weighted average price (“VWAP”) of our common stock during the term of the Collared ASR, subject to collar
provisions that established minimum and maximum numbers of shares based on the VW AP of our common stock over
the specified hedge period. On July 2, 2007, we paid $2,000 to Goldman in exchange for an initial delivery of 28.3
million shares to us on July 2-6, 2007, under the terms of the Collared ASR.

Pursuant to the terms of the Collared ASR, the hedge period for determining the minimum and maximum numbers of
shares to be purchased ended on July 24, 2007. The minimum has been set at 38.7 million shares and the maximum has
been set at 44.8 million shares. Goldman delivered 10.4 million additional shares to us on July 27, 2007. Accordingly,
we have received a total of 38.7 million shares from Goldman at September 1, 2007, equivalent to the minimum
number of shares to be delivered under the terms of the Collared ASR. At the conclusion of the Collared ASR, we may
receive additional shares based on the VW AP of our common stock during the agreement term, up to the maximum
44.8 million shares.

Uncollared ASR

Under the second agreement (the “Uncollared ASR”), the number of shares to be repurchased is based generally on the
VWAP of our common stock during the term of the Uncollared ASR. On July 2, 2007, we paid $1,000 to Goldman
under the terms of the Uncollared ASR in exchange for an initial delivery of 17.0 million shares to us on July 30-31,
2007, subject to a 20%, or $200, holdback. At the conclusion of the Uncollared ASR, we may receive additional
shares, or we may be required to pay additional cash or shares (at our option), based on the VW AP of our common
stock during the agreement term. At September 1, 2007, the $200 holdback was shown on our condensed consolidated
balance sheet as prepaid stock repurchase in shareholders’ equity.

The following table presents share repurchases under the ASR program (shares in millions):

Three Months Ended  Six Months Ended
September 1, 2007 September 1, 2007

Collared ASR
Shares rECEIVEd .....ccouvviiiiiiiieeeeeeee e e eeeaaeee s 38.7 38.7
PAYMENLS TAAE .....cvveeieveeiieieiiieteiceeeteeeet ettt ebese st esesese e $ 2,000 $ 2,000
Uncollared ASR
Shares rECEIVEd ......couvviiiiieiieeeeeee e e e 17.0 17.0
Payments MAade .......c.ocveiuierieiieie et e $ 1,000 $ 1,000
Total Shares reCeIVEd ........ooovviiiiiiiiiiiii 55.7 55.7
Total payments Made ........cc.eeceeeerieriininineneeieeetees ettt $ 3,000 $ 3,000
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Comprehensive Income

Comprehensive income is computed as net earnings plus other items that are recorded directly to shareholders’ equity.
In addition to net earnings, the components of comprehensive income are foreign currency translation adjustments and
unrealized gains or losses, net of tax, on available-for-sale marketable equity securities. Foreign currency translation
adjustments do not include a provision for income tax expense when earnings from foreign operations are considered
to be indefinitely reinvested outside the U.S. Comprehensive income was $258 and $222 in the three months ended
September 1, 2007, and August 26, 2006, respectively, and $618 and $510 in the six months ended September 1, 2007,
and August 26, 2006, respectively.

Segments

We operate two reportable segments: Domestic and International. The Domestic segment is comprised of all U.S. store
and online operations. The International segment is comprised of all store and online operations outside the U.S. We
have included Speakeasy, which we acquired on May 1, 2007, in the Domestic segment. Our segments are evaluated
on an operating income basis, and a stand-alone tax provision is not calculated for each segment. To conform to the
current-year presentation, we reclassified to the International segment $2 and $3 of SG&A support costs for the three
and six months ended August 26, 2006, respectively, which were reported as part of the Domestic segment in fiscal
2007. The other accounting policies of the segments are the same as those described in Note 1, Summary of Significant
Accounting Policies, in the Notes to Consolidated Financial Statements included in our Annual Report on Form 10-K
for the fiscal year ended March 3, 2007.

Revenue by reportable segment was as follows:

Three Months Ended Six Months Ended
September 1, August 26, September 1, August 26,
2007 2006 2007 2006
DOMESHIC ...viiiiiiiieeeiiie et et e $ 7,234 $ 6,621 $ 13,938 $ 12,783
International...........cooovviiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeees 1,516 982 2,739 1,779
TOtAL TEVEIIUC <.t $ 8750 $ 7,603 $ 16,677 $ 14,562

Operating income by reportable segment and the reconciliation to earnings before income tax expense, minority
interest and equity in loss of affiliates were as follows:

Three Months Ended Six Months Ended
September 1, August 26, September 1, August 26,
2007 2006 2007 2006
DOMESHIC ..ottt ettt es et en s $ 358 % 330 $ 628 $ 664
International..........cceeviieriiieiiienieeieeee e 43 — 39 3
Total operating iNCOME ...........cecveeeeeeerieneenreeneeeeeeeenes 401 330 667 667
Other income (expense)
Investment income and other...........cccocveevveerieennnenns 22 29 66 60
INLETESt EXPENSE ...eovvvieiieiiiieriieeiieeriteete et (23) (8) 30) (16)
Earnings before income tax expense, minority interest
and equity in loss of affiliates........c.ccocevevererieeennnes $ 400 $ 351 § 703 $ 711
Assets by reportable segment were as follows:
September 1, March 3, August 26,
2007 2007 2006
DIOMNIESTIC 1ottt et et e e et e e et e eaeeeaeeeeeeeeeeeeeenee $ 8,658 §$ 10,614 $ 9,315
International..........cooovviiiiiiiiiiii 3,579 2,956 3,092
TOEAL ASSELS -venveeeeeeeeeee e e e et e et e et et e e e e e e e e e et eeaeeeaeeeeeeeseeeneeenee $ 12,237  $ 13,570 $ 12,407
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10.

11.

Goodwill by reportable segment was as follows:

September 1, March 3, August 26,
2007 2007 2006
DOIMESLIC .ttt e e e e e r e e e s e sensanaeeeeeeeas $ 452 % 375 $ 383
International............cccooiiiiiiiiii 601 544 627
Total GOOAWIlL......c.oovevieiierieiieteiieeeteeeeeete et $ 1,053 $ 919 § 1,010

The changes in the Domestic goodwill balance since March 3, 2007, and August 26, 2006, were due primarily to the
acquisition of Speakeasy. The change in the International goodwill balance since August 26, 2006, was due primarily
to the finalization of Five Star’s purchase price allocation, partially offset by fluctuations in foreign currency exchange
rates. The increase in the International goodwill balance since March 3, 2007 was due primarily to fluctuations in
foreign currency exchange rates.

Tradenames by reportable segment were as follows:

September 1, March 3, August 26,
2007 2007 2006
DOIMIESLIC ..ttt et e e e e e e et e e e e e ssnnaaeeeeeeeeas $ 23 % 17  $ 17
International............cccooviiiiiiii 70 64 66
TOtAl trAdENAIMES ..c.veveeeeeeeeeeeeeeeeee et et et eeeeeeeeeeeeeeere et eeeeeeeeseeneseeenes $ 93 $ 81 $ 83

Tradenames included in our balance sheets were comprised of indefinite-lived intangible assets related to our Pacific
Sales and Speakeasy tradenames, which are included in the Domestic segment, and to our Future Shop and Five Star
tradenames, which are included in the International segment.

Contingencies

We are involved in various legal proceedings arising in the normal course of conducting business. We believe the
amounts provided in our consolidated financial statements are adequate in consideration of the probable and estimable
liabilities. The resolution of those proceedings is not expected to have a material effect on our consolidated results of
operations or financial condition.

Subsequent Event

On September 19, 2007, we entered into a $2,500 five-year unsecured revolving credit agreement (the “Credit
Agreement”) with JPMorgan, as administrative agent, and a syndication of banks (the “Lenders”). The Credit
Agreement permits borrowings up to $2,500 (which may be increased up to $3,000 at our option and upon the consent
of JPMorgan and each of the Lenders providing an incremental credit commitment), with a $300 letter of credit sub-
limit and a $200 foreign currency sub-limit. The Credit Agreement terminates in September 2012.

Interest rates under the Credit Agreement are variable and are determined at our option at: (i) the greater of the federal
funds rate plus 0.5% or JPMorgan’s prime rate, or (ii) the London Interbank Offered Rate (“LIBOR”) plus applicable

LIBOR margin. A facility fee is assessed on the commitment amount. Both the LIBOR margin and the facility fee are
based upon our current senior unsecured debt rating. The LIBOR margin ranges from 0.32% to 0.60%, and the facility
fee ranges from 0.08% to 0.15%.

The Credit Agreement is guaranteed by specified subsidiaries and contains customary affirmative and negative
covenants. Among other things, these covenants restrict or prohibit our ability to incur certain types or amounts of
indebtedness, incur liens on certain assets, make material changes to our corporate structure or the nature of our
business, dispose of material assets, allow non-material subsidiaries to make guarantees, engage in a change in control
transaction, or engage in certain transactions with our affiliates. The Credit Agreement also contains covenants that
require us to maintain a maximum quarterly cash flow leverage ratio and a minimum quarterly interest coverage ratio.
The Credit Agreement contains customary default provisions including, but not limited to, failure to pay interest or
principal when due and failure to comply with covenants.

Simultaneously with the execution of the Credit Agreement, we borrowed $1,350 under the Credit Agreement and used
$1,150 of the proceeds to repay the outstanding balance on the Bridge Facility. Accordingly, the Bridge Facility was
terminated effective September 19, 2007. The remaining $200 borrowed under the Credit Agreement will be used for
general corporate purposes.
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12.

Condensed Consolidating Financial Information

Our convertible debentures, which mature in 2022, are guaranteed by our wholly-owned indirect subsidiary Best Buy
Stores, L.P. Investments in subsidiaries of Best Buy Stores, L.P. which have not guaranteed the convertible debentures,
are accounted for under the equity method. We reclassified certain prior-year amounts as described in Note 1, Basis of
Presentation, in this Quarterly Report on Form 10-Q. The aggregate principal balance and carrying amount of our
convertible debentures was $402 at September 1, 2007.

The debentures may be converted into shares of our common stock if the criteria, as described in Note 5, Debt, of the
Notes to Consolidated Financial Statements in our Annual Report on Form 10-K for the fiscal year ended March 3,
2007, are met. During a portion of the six months ended August 26, 2006, our closing stock price exceeded the
specified stock price for more than 20 trading days in a 30-trading-day period. Therefore, debenture holders had the
option to convert their debentures into shares of our common stock. However, no debenture was so converted. Due to
changes in the price of our common stock, the debentures were no longer convertible at August 26, 2006.

We file a consolidated U.S. federal income tax return. Income taxes are allocated in accordance with our tax allocation
agreement. U.S. affiliates receive no tax benefit for taxable losses, but are allocated taxes at the required effective
income tax rate if they have taxable income.

The following tables present condensed consolidating balance sheets at September 1, 2007; March 3, 2007; and
August 26, 2006; condensed consolidating statements of earnings for the three and six months ended September 1,
2007, and August 26, 2006; and condensed consolidating statements of cash flows for the six months ended
September 1, 2007, and August 26, 2006:
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$ in millions, except per share amounts

Condensed Consolidating Balance Sheets

At September 1, 2007
(Unaudited)

Assets
Current Assets

Cash and cash equivalents ..............cccc......
Short-term investments ...........ccoceeeeeeeeeennnn,
Receivables......ccooeeevviieeeiiiiciieceieeeee,
Merchandise inventories............c.cocveeeennee.,
Other current assetsS...........eceeevveeeeevveeeeenneennn,
Intercompany receivable..........c.ccooereenenns
Intercompany note receivable..........c...........

Total current assets ..........cceeeeeevveeeenneennn,

Net Property and Equipment........................
GOoodWill.........cocoiiiiee e,
Tradenames............ccceeveeeviiiniiinnieenecnieennn,
Equity and Other Investments......................
Other ASSets ..........ccocevierieniininiinienieneee,
Investments in Subsidiaries...........................

Total ASSELS .......ooovvemeeiiiiiiiiiieieeeeee e,

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable.......c.cccoevvieiniiiniieiniiennen,
Unredeemed gift card liabilities...................

Accrued compensation and related

EXPEIISES c.eevevrenrenrenrerienieeneenrensensenresaesneens
Accrued liabilities........c.coceevveevevienininenenne,
Accrued inCOmMe taxes.......ccuevvevuerueruenennenne,
Short-term debt........cocoeevieiiciiciininiiie,
Current portion of long-term debt................
Intercompany payable.........ccooceeevieeniiennenn,
Intercompany note payable............ccceeennenn,

Total current liabilities........cc.ccccecueerneennn,

Long-Term Liabilities.................ccccocenenens,
Long-Term Debt ...................c.cocoiiininne,
Minority Interests............cccceevveerieeieeininennns

Shareholders’ Equity............ccccccoovvveiiiinnnn,

Total Liabilities and Shareholders’

Best Buy Guarantor

Co., Inc. Subsidiary Eliminations Consolidated
219 62 $ — 1,390
101 — — 121
4 365 — 554
— 3,793 (291) 4,650
18 211 (25) 733
— — (5,069) —
500 — (500) _
842 4,431 (5,885) 7,448
236 1,980 3) 3,118
— 6 — 1,053
— — — 93
7 — — 200

20 69 (1) 325
6,861 265 (8,452) —
7,966 6,751 $  (14,341) 12,237
— — $ — 4,312
— 380 — 422
— 184 — 287
10 529 (22) 970
99 — — 99
1,298 — — 1,357
3 14 — 20
2,247 2,822 (5,069) —
— 500 (500) —
3,657 4,429 (5,591) 7,467
99 859 (442) 751
406 137 — 600
— — — 38
3,804 1,326 (8,308) 3,381
7966 $ 6,751 $ (14,341) 12,237
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$ in millions, except per share amounts

Condensed Consolidating Balance Sheets

At March 3, 2007
(Unaudited)

Assets
Current Assets

Cash and cash equivalents ..........c..cccceevueene,
Short-term Investments .........cccevvveeeeeeeinnnen,
Receivables........vvvviiiiviiiiiiiiiiiiiiiieeeeeeee,
Merchandise inventories ........cccccvvvveveeveneeens.
Other current assetsS..........ovvvvvveeeeeeeeeeeeeeeenen,
Intercompany receivable...........coeceeevveennnn,
Intercompany note receivable..........c...........

Total current assets .......cccuvveeeeeeeeevvveennnn,

Net Property and Equipment........................
GOoOdWill.........cocoiiiiei e,
Tradenames............c..ccoceeveenieniiniieniienieneenne,
Equity and Other Investments......................
Other ASSets .........ccooceeveerierieieeeeeeeee,
Investments in Subsidiaries...........................

Total ASSEtS .......coovvvvvvieiiiiiiieeeeeeeeeeieees,

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable.......c.cccoevcieiniiiniiiiniiennen,
Unredeemed gift card liabilities...................

Accrued compensation and related

EXPEIISES ...evvevrenrenieierieereeereneenesaesre s,
Accrued liabilities........cccoccevvevvevininininenne,
Accrued inCOMe taxes.......ccceevveeeneeenueeennenn,
Short-term debt ........cccceerviinieiniiiniiiiienn,
Current portion of long-term debt................
Intercompany payable..........cccceveevercneens
Intercompany note payable..........ccccceeuerneenn

Total current liabilities........c..cccceerienennen,

Long-Term Liabilities...............c..ccccoccrenens,
Long-Term Debt ............c.ccoovvviiiiiiniiiinens
Minority Interests............ccccceevverrieenieeininennns

Shareholders’ Equity ...........ccccoccoeninennnns,

Total Liabilities and Shareholders’

Best Buy
Co., Inc.

Eliminations

Consolidated

235
2,582
33

20

500

(397)
(106)
(4,891)
(500)

1,205
2,588
548
4,028
712

3,370

239

325
84

6,099

(5,894)

3)

(135)

(7,554)

9,081
2,938
919
81
338

213

10,117

(13,586)

13,570

(lg)

(4.891)
(500)

3,934
496

332
990
489
41
19

6,538

(5,516)

(727)

(7,343)

6,301
443
590

35

6,201

10,117

(13,586)

13,570




$ in millions, except per share amounts

Condensed Consolidating Balance Sheets

At August 26, 2006
(Unaudited)

Assets
Current Assets

Cash and cash equivalents ..........c..cccceevueene,
Short-term Investments .........cccevvveeeeeeeinnnen,
Receivables........vvvviiiiviiiiiiiiiiiiiiiieeeeeeee,
Merchandise inventories ........cccccvvvveveeveneeens.
Other current assetsS..........ovvvvvveeeeeeeeeeeeeeeenen,
Intercompany receivable...........coeceeevveennnn,
Intercompany note receivable..........c...........

Total current assets .......cccuvveeeeeeeeevvveennnn,

Net Property and Equipment........................
GOoOdWill.........cocoiiiiei e,
Tradenames............c..ccoceeveenieniiniieniienieneenne,
Equity and Other Investments......................
Other ASSets .........ccooceeveerierieieeeeeeeee,
Investments in Subsidiaries...........................

Total ASSEtS .......coovvvvvvieiiiiiiieeeeeeeeeeieees,

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable.......c.cccoevcieiniiiniiiiniiennen,
Unredeemed gift card liabilities...................

Accrued compensation and related

EXPEIISES ...evvevrenrenieierieereeereneenesaesre s,
Accrued liabilities........cccoccevvevvevininininenne,
Accrued inCOMe taxes.......ccceevveeeneeenueeennenn,
Short-term debt ........cccceerviinieiniiiniiiiienn,
Current portion of long-term debt................
Intercompany payable..........cccceveevercneens
Intercompany note payable..........ccccceeuerneenn

Total current liabilities........c..cccceerienennen,

Long-Term Liabilities...............c..ccccoccrenens,
Long-Term Debt ............c.ccoovvviiiiiiniiiinens
Minority Interests............ccccceevverrieenieeininennns

Shareholders’ Equity ...........ccccoccoeninennnns,

Total Liabilities and Shareholders’

Best Buy
Co., Inc.

Non-
Guarantor
Subsidiaries

Consolidated

181
1,497
49

18

500

856
37
128
935
556
3,710

1,104
1,534
513
4,049
687

2,245

241

295
81

5,240

6,222
763
1,004
83

7

151

1,335

7,887
2,787
1,010
83
306

334

8,102

9,565

12,407

3,858

3,858
392

263
958
399

77
419

5,707

31

4,846

6,366
392
184

31

5,434

8,102

9,565

12,407




$ in millions, except per share amounts
Condensed Consolidating Statements of Earnings
For the Three Months Ended September 1, 2007

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

REVEIUE ..., $ 4 3 6,772  $ 8,755 $ (6,781) $ 8,750
Cost of 200ds SOId .......eeeveeeriiiiiiiiiiiniciiees — 5,540 7,783 (6,712) 6,611
GrosS Profit....ccceeeveeeriieeiieeiieeeeeeeeec e 4 1,232 972 (69) 2,139
Selling, general and administrative

EXPEISES c.nvenveenreenteeutenirenirenieenreenieetesaeseenns 34 1,167 533 4 1,738
Operating (10Ss) INCOME......ccceevuerveruenrenneenne, 30) 65 439 (73) 401
Other income (expense)

Investment income and other ....................... 22 — 10 (10) 22

Interest EXPense .........eevveeeveeenieeenieenieeennen, (19) ) (6) 11 (23)
(Loss) earnings before equity in earnings

(loss) of subsidiaries ...........ccoeeeevvereeenne..n, 27 56 443 (72) 400
Equity in earnings (loss) of subsidiaries........... 359 (14) 35 (380) —
Earnings before income tax expense,

minority interest and equity in loss of

AffIlHALES c.eveeeieeeiie e 332 42 478 (452) 400
Income tax eXPense.........ceoveevveevervenueneenneenne, 10 21 113 — 144
Minority interest .........ceeeeereereeesererereeeseeneeenne, — — (®)] — (®)]
Equity in loss of affiliates ...........ccocveeveirnueennn — — (1) — (1)
Net €arnings ......coeveevererreeeeerreierisreeeresseeenens, $ 322 % 21 $ 359 $ 452) $ 250
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$ in millions, except per share amounts
Condensed Consolidating Statements of Earnings
For the Six Months Ended September 1, 2007

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

ReVENUE ....oooviiiiiieieceee e $ 8 3 13,042 $ 16,030 $ (12,403) $ 16,677
Cost of 200ds SOId ......oevveeveieiieieeeieeeeee, — 10,653 14,420 (12,427) 12,646
GrosS Profit....ccceeeveeeriieeiieeiieeeeeeeeec e 8 2,389 1,610 24 4,031
Selling, general and administrative expenses .. 73 2,265 1,017 9 3,364
Operating (10Ss) INCOME......cccceevuerrerrenrenneenne, (65) 124 593 15 667
Other income (expense)

Investment income and other ....................... 61 — 28 (23) 66

Interest eXPEense .....cceevveeevereerreeneeeseereeneens 21 (20) (13) 24 30)
(Loss) earnings before equity in earnings

(loss) of subsidiaries ...........ccoeeeeeveeeeenne.nn, 25) 104 608 16 703
Equity in earnings (loss) of subsidiaries........... 495 (20) 65 (540) —
Earnings before income tax expense,

minority interest and equity in loss of

AffIlHALES c.evveieeeiee e 470 84 673 (524) 703
Income tax eXPense.........ccoceevueevervenveneenneenne, 44 39 174 — 257
Minority interest .........eeeeereereeereresereeeseeneeenne, — — 3) — 3)
Equity in loss of affiliates .......c...ccoeeeeveerueennn — — (1) — (1)
NEt CarNINGS ..cuveeueeeeeeeeeeiereieieeieeieeee e, $ 426 % 45 % 495 % (524) $ 442
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$ in millions, except per share amounts
Condensed Consolidating Statements of Earnings
For the Three Months Ended August 26, 2006

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

REVENUE ..., $ 5 3 6,254 % 6,878 $ (5,534) $ 7,603
Cost of 200ds SOId .......eeeveeeriiiiiiiiiiiniciiees — 5,099 6,215 (5,613) 5,701
GrosS Profit....ccceeeveeeriieeiieeiieeeeeeeeec e 5 1,155 663 79 1,902
Selling, general and administrative expenses .. 37 1,097 442 “4) 1,572
Operating (10Ss) INCOME......cccceevuerrerrenrenneenne, (32) 58 221 83 330
Other income (expense)

Investment income and other ....................... 22 — 11 ) 29

Interest EXPense .........eeeeeeveeenieeeneeenieeennen, 3) (5) 4 4 (8)
(Loss) earnings before equity in earnings

(loss) of subsidiaries ...........ccoeeeeeveeeeenne.nn, (13) 53 228 83 351
Equity in earnings (loss) of subsidiaries........... 204 (6) 27 (225) —
Earnings before income tax expense,

minority interest and equity in earnings

(loss) of affiliates ..........coceeeeverieeeeciieeeeineen, 191 47 255 (142) 351
Income tax eXPense.........ccoceevueevervenveneenneenne, 23 20 78 — 121
MinOority INtErest ......cevvveeveeerniieereeriieeeerieeeans — — — — —
Equity in loss of affiliates .......c...ccoeeeeveerueennn — — — — —
NEt CarNINGS ..cuveeueeeeeeeeeeiereieieeieeieeee e, $ 168 $ 27 $ 177  $ (142) $ 230
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$ in millions, except per share amounts
Condensed Consolidating Statements of Earnings
For the Six Months Ended August 26, 2006

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

REVENUE ..., $ 9 3 12,082 $ 13,230 $ (10,759) $ 14,562
Cost of 200ds SOId .......eeeveeeriiiiiiiiiiiniciiees — 9,906 12,018 (11,029) 10,895
GrOSS ProOfit..ccceeeceeeeeeieeierieieee e, 9 2,176 1,212 270 3,667
Selling, general and administrative expenses .. 89 2,070 851 (10) 3,000
Operating (10Ss) INCOME......ccceevuerrerreneenneenne, (80) 106 361 280 667
Other income (expense)

Investment income and other ....................... 50 — 20 (10) 60

Interest EXPense .........eeeeeeveeenieeeneeenieeennen, (6) ) (11) 10 (16)
(Loss) earnings before equity in earnings

(loss) of subsidiaries .........ccccceeeereiveeencenennnn, (36) 97 370 280 711
Equity in earnings (loss) of subsidiaries........... 357 (5) 56 (408) —
Earnings before income tax expense,

minority interest and equity in earnings

(loss) of affiliates ..........coceeeeverieeeeciieeeeineen, 321 92 426 (128) 711
Income tax eXPense.........ccoceevueevervenveneenneenne, 86 36 125 — 247
MinOority INtErest ......cevvveeveeerniieereeriieeeerieeeans — — — — —
Equity in loss of affiliates .......c...ccoeeeeveerueennn — — — — —
NEt CarNINGS ..cuveeueeeeeeeeeeiereieieeieeieeee e, $ 235 % 56 $ 301 $ (128) $ 464
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$ in millions, except per share amounts
Condensed Consolidating Statements of Cash Flows

For the Six Months Ended September 1, 2007

(Unaudited)

Total cash (used in) provided by
operating activities.................cccooeeninnns

Investing activities

Additions to property and equipment...........
Purchases of investments..............ccccceuenee,
Sales of investments..........cceceevvereninennenne,

Acquisition of business, net of cash
ACQUITEd ...eenveeniieiieiieeeceeeeeee e,
Change in restricted assets..........cecueeeenueenne,

Total cash provided by (used in)
INVESting aCtiVIties .....occveevuveerevernunennnes,

Financing activities
Repurchase of common stock......................
Issuance of common stock under
employee stock purchase plan and for
the exercise of stock options....................

Excess

tax benefits from stock-based

COMPENSALION ..ot
Dividends paid.......cccceceevienieneenenncnicneens
Proceeds from issuance of debt....................
Repayments of debt .........ccoceeveencincnncneens
Change in intercompany

receivable/payable ........c...cccoeveiiniinnn

Total cash (used in) provided by

financing activities .........ceeveevveenueeennes,

Effect of exchange rate changes on cash ......

(Decrease) increase in cash and cash
equivalents.............ccocvvieriiiinniee s

Cash and cash equivalents at beginning
of period...........c.coovvviiiiiiieiiieee e,
Cash and cash equivalents at end of

Non-
Best Buy Guarantor Guarantor

Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated

221) $ (155) $ 507 $ — 3 131
— (261) (115) — (376)
(3,543) — (196) — (3,739)

6,344 — 1 — 6,345
— — (89) — (89)

) — 3 — 2

2,800 (261) (396) — 2,143
(3,461) — — — (3,461)

59 — — — 59

12 — — — 12
93) — — — 93)

2,770 10 81 — 2,861
(1,473) — (65) — (1,538)

(409) 391 18 — —
(2,595) 401 34 — (2,160)

— — 71 — 71

(16) (15) 216 — 185

235 77 893 — 1,205

219§ 62 § 1,109 $ —  $ 1,390
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$ in millions, except per share amounts
Condensed Consolidating Statements of Cash Flows
For the Six Months Ended August 26, 2006

(Unaudited)
Non-
Best Buy Guarantor Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Total cash (used in) provided by
operating activities...............ccocoeeneniennns $ (362) $ 46) $ 368 $ — 3 (40)
Investing activities
Additions to property and equipment........... — (222) an — (299)
Purchases of investments...............cc.coceun..., (1,503) — (132) — (1,635)
Sales of InVEStMENtS.......cccoevvvvveviveieviienennnens, 2,798 — 262 — 3,060
Acquisition of business, net of cash
ACQUITEd ...eenveeniieiieiieeeceeeeeee e, — — 421) — 421)
Change in restricted assets..........cecueeeenueenne, — — (16) — (16)
Other, NEL ...cooovvvvieiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeen, — 6 6 — 12
Total cash provided by (used in)
INVESting aCtiVIties .....occveevuveerevernueennnen, 1,295 (216) (378) — 701

Financing activities
Repurchase of common stock...................... (462) — — — (462)
Issuance of common stock under
employee stock purchase plan and for

the exercise of stock options.................... 117 — — — 117
Excess tax benefits from stock-based
COMPENSALION ..eeeiereeieiieieeieeie e, 31 — — — 31
Dividends paid........ccceceevienieneencnncnnieneens (78) — — — (78)
Proceeds from issuance of debt.................... — 22 16 — 38
Repayments of debt .........cccceeveenenncnncnecns €))] — (6) — @)
Other, Nt ......vvvveeeieeeiiiieeeeee e — — 37 — 37
Change in intercompany
receivable/payable ............ccccocveeeiniinnin (369) 228 141 — —
Total cash (used in) provided by
financing activities .........ceeveevveenueeennes, (762) 250 188 — (324)
Effect of exchange rate changes on cash ...... — — 19 — 19

Increase (decrease) in cash and cash

equivalents..............coeceeeiieeiiiiiiieeee e, 171 (12) 197 — 356
Cash and cash equivalents at beginning

of period...........ccoeeviviiiiiicecee, 10 79 659 — 748
Cash and cash equivalents at end of

Period .........c.ooiiviviiiieeeeeen, $ 181  $ 67 $ 856 $ — 3% 1,104
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

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

* Overview

*  Results of Operations

* Liquidity and Capital Resources

¢ Off-Balance-Sheet Arrangements and Contractual Obligations
¢ Significant Accounting Policies and Estimates

* New Accounting Standards

®  Outlook

Consistent with the consolidation of our China operations’ financial results on a two-month lag, the financial and non-
financial information presented in our MD&A relative to our China operations is also presented on a two-month lag. No
significant intervening event occured in our China operations that would have materially affected our financial condition,
results of operations, liquidity or other factors had it been recorded during the fiscal quarter.

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

Overview

Best Buy Co., Inc. is a specialty retailer of consumer electronics, home-office products, entertainment software, appliances
and related services. We operate two reportable segments: Domestic and International. The Domestic segment is comprised
of all U.S. store and online operations. The International segment is comprised of all store and online operations outside the
U.S. For additional information regarding our business segments, see Note 9, Segments, of the Notes to Condensed
Consolidated Financial Statements in this Quarterly Report on Form 10-Q.

Our business, like that of many U.S. retailers, is seasonal. Historically, we have realized more of our revenue and earnings in
the fiscal fourth quarter, which includes the majority of the holiday shopping season in the U.S. and Canada, than in any
other fiscal quarter. The timing of new store openings, costs associated with the development of new businesses, as well as
general economic conditions may also affect our future quarterly results. Consequently, interim results are not necessarily
indicative of results for the entire fiscal year.

Acquisition

On May 1, 2007, we acquired Speakeasy, Inc. (“Speakeasy”) for $103 million in cash, or $89 million net of cash acquired,
including transaction costs and the repayment of $5 million of Speakeasy’s debt. We acquired Speakeasy, an independent
U.S. broadband voice, data and IT services provider, to strengthen our portfolio of technology solutions. Speakeasy, which
recorded calendar 2006 revenue of approximately $80 million, is not expected to have a significant impact on our net
earnings in fiscal 2008. The premium we paid for Speakeasy in excess of the fair value of the net assets acquired was
primarily for the expected synergies we believe Speakeasy will generate by providing new technology solutions for our
existing and future customers, as well as to obtain Speakeasy’s skilled, established workforce.

Financial Reporting Changes

To maintain consistency and comparability, we reclassified certain prior-year amounts to conform to the current-year
presentation as described in Note 1, Basis of Presentation, of the Notes to Condensed Consolidated Financial Statements in
this Quarterly Report on Form 10-Q.

Highlights

®  Net earnings in the second quarter of fiscal 2008 were $250 million, or $0.55 per diluted share, compared with $230
million, or $0.47 per diluted share, in the same period one year ago.
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* Revenue in the second quarter of fiscal 2008 increased 15% to $8.8 billion, compared with $7.6 billion in the same
period one year ago, driven primarily by the net addition of 113 new stores in the past 12 months, the full-quarter impact
of our acquisition of Jiangsu Five Star Appliance Co., Ltd. (“Five Star”’) and a 3.6% comparable store sales gain.

®  Our gross profit rate in the second quarter of fiscal 2008 decreased to 24.4% of revenue, compared with 25.0% of
revenue in the same period one year ago. The decrease was due primarily to the increase in the sales mix of lower-
margin computer and gaming products and the full-quarter impact of Five Star, which carries a lower gross profit rate.

®  Our selling, general and administrative (“SG&A”) expense rate in the second quarter of fiscal 2008 decreased to 19.9%
of revenue, compared with 20.7% of revenue in the same period one year ago. The decrease was due primarily to the
full-quarter impact of Five Star, which carries a lower SG&A expense rate, and the leveraging effect of higher sales.

*  Other income (expense) in the second quarter of fiscal 2008 decreased $22 million to $(1) million, compared with $21
million in the same period one year ago, due to reduced interest income resulting from lower cash and investment
balances and increased interest expense due to borrowings to fund our accelerated share repurchase (“ASR”) program.

®  Our effective income tax rate increased to 36.3% in the second quarter of fiscal 2008, compared with 34.6% in the same
period one year ago, due primarily to lower income from tax-advantaged short-term investments and an increase in
foreign income that is taxable in the U.S.

*  During the second quarter of fiscal 2008, we repurchased 56.8 million shares of our common stock in the open market
and under the ASR program.

® As announced on June 27, 2007, our Board increased our regular quarterly cash dividend by 30% as compared with our
existing dividend of $0.10 per common share, to $0.13 per common share. The change is effective with the quarterly
dividend which, as announced on September 19, 2007, our Board has authorized, and is payable on October 30, 2007, to
shareholders of record as of October 9, 2007.

*  On September 19, 2007, we entered into a $2.5 billion five-year unsecured revolving credit agreement with JPMorgan
Chase Bank, N.A., as administrative agent, and a syndication of banks.

* Based on our results through the end of the fiscal second quarter and our anticipated sales trends and revenue mix in the
second half of the fiscal year, we now project earnings in fiscal 2008 in the range of $3.00 to $3.15 per diluted share,
compared with our previous annual guidance $2.95 to $3.15, and expect annual earnings per diluted share to be in the top
half of our guidance range. While we are pleased with our progress and improved financial performance in the fiscal
second quarter, our optimism is balanced by the fact that approximately 70% of our earnings occur in the second half of
the fiscal year.

Results of Operations

Consolidated Performance Summary

The following table presents unaudited selected consolidated financial data ($ in millions, except per share amounts):

Three Months Ended Six Months Ended
September 1, 2007 August 26, 2006 September 1, 2007  August 26, 2006
REVENUE ..o, $ 8,750 $ 7,603 $ 16,677 $ 14,562
Revenue % gain ........ccooeeveeiiinienicnicncinciicneen, 15% 13% 15% 14%
Comparable store sales % gain'.............cc.ccooeeee... 3.6% 3.7% 3.3% 4.2%
Gross profit as % of revenue...........c.cceeeeveecnennnenn 24.4% 25.0% 24.2% 25.2%
SG&A as % of revenue..........coceeeevuvecrieceeeeenneenne, 19.9% 20.7% 20.2% 20.6%
Operating iNCOME.........ccveverrereererieriererieeerereeneeneneen, $ 401 $ 330§ 667 $ 667
Operating income as % of revenue ............cc.c....... 4.6% 4.3% 4.0% 4.6%
NEL CATNINES ...vvvevvivieieiireiererete e, $ 250 $ 230 $ 442 $ 464
Diluted earnings per Share ............c.cocevevvrveverevenenan, $ 055 $ 047 % 094 $ 0.94

Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.
Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
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are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of
the acquisition. The calculation of the comparable store sales percentage change excludes the effect of fluctuations in foreign currency
exchange rates. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers’ methods.

Net earnings were $250 million, or $0.55 per diluted share, in the second quarter of fiscal 2008, compared with $230 million,
or $0.47 per diluted share, in the same period one year ago. In the first six months of fiscal 2008, net earnings were $442
million, or $0.94 per diluted share, compared with $464 million, or $0.94 per diluted share, in the same period one year ago.
In the second quarter of fiscal 2008, the increase in net earnings reflected an increase in our revenue, driven by the addition
of new stores in the past 12 months, the full-quarter impact of our acquisition of Five Star and a comparable store sales gain,
and a reduction in our SG&A expense rate. These factors were partially offset by a decline in our gross profit rate, a higher
effective income tax rate and a decrease in other income. In the first six months of fiscal 2008, the decrease in net earnings
reflected an increase in our revenue, driven by the addition of new stores in the past 12 months, our acquisition of Five Star
and a comparable store sales gain, and a reduction in our SG&A expense rate. These factors were offset by a decline in our
gross profit rate, a higher effective income tax rate and a decrease in other income.

Revenue in the second quarter of fiscal 2008 increased 15% to $8.8 billion, compared with $7.6 billion in the same period
one year ago. In the first six months of fiscal 2008, revenue increased 15% to $16.7 billion, compared with $14.6 billion in
the same period one year ago. In both the fiscal second quarter and the first six months of fiscal 2008, the net addition of 113
new stores in the past 12 months accounted for approximately one-half of the revenue increase; the full-quarter impact of
revenue generated from the acquisition of Five Star compared with the same period one year ago and, to a lesser degree, the
impact of the acquisition of Speakeasy, together accounted for approximately one-fourth of the revenue increase; the
comparable store sales gain accounted for slightly more than one-fifth of the revenue increase; and the remainder of the
increase was due to the favorable effect of fluctuations in foreign currency exchange rates.

The following table presents consolidated revenue mix percentages and comparable store sales percentage changes by
revenue category in the second quarter of fiscal 2008:

Revenue Mix Summary Comparable Store Sales Summary’
Three Months Ended Three Months Ended
September 1, 2007 August 26, 2006  September 1, 2007 August 26, 2006

Consumer eleCtroniCs...........coeevvvvreeeeeeeecinreeeeeeeennn, 38% 41% (1.6)% 8.4%
Home-0ffice.........cooeiimriiiieiiiiieeeeeceee e, 31% 29% 9.8% 0.7%
Entertainment software..... 16% 16% 9.3% 0.0%
APPHANCES ....eeeeieiiiieieeieeeiee e 8% 7% (7.1)% 2.3)%
SEIVICES” ..veveeeeeveeeeeeeeeeee e 6% 6% 5.3% 13.0%
OHhEI’ ..o 1% 1% n/a n/a
TOtAL. .o 100% 100% 3.6% 3.7%

Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.
Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of
the acquisition. The calculation of the comparable store sales percentage change excludes the effect of fluctuations in foreign currency
exchange rates. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers’ methods.

Services consists primarily of commissions from the sale of extended service contracts; revenue from computer-related services; product
repair revenue; and delivery and installation revenue derived from home theater, mobile audio and appliances.

Other includes revenue, such as fees received from cardholder account activations, that is recognized over time, resulting in revenue
recognition that is not indicative of sales activity in the current period. Other also includes gift card breakage. These revenue types are
excluded from our comparable store sales calculation. Finally, Other includes revenue from the sale of products that are not related to
our core offerings. For these reasons, we do not provide a comparable store sales metric for this revenue category.

Our comparable store sales in the second quarter of fiscal 2008 increased 3.6%, reflecting strong comparable store sales
growth in our Canada operations, as well as a higher average transaction amount, which was driven by the continued growth
in the sales of higher-priced products. Also contributing to the fiscal second-quarter comparable store sales gain was an
increase in online purchases, as we continue to add features and capabilities to our Web sites. In the second quarter of fiscal
2008, our largest comparable store sales gains were for notebook computers, flat-panel televisions and gaming hardware and
software. Growth in the sales of these revenue categories was partially offset by comparable store sales declines in tube and
projection televisions, MP3 players, CDs and DVDs.
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Our gross profit rate in the second quarter of fiscal 2008 decreased by 0.6% of revenue to 24.4% of revenue, with our
Domestic and International segments’ gross profit rates decreasing by 0.3% of revenue and 0.9% of revenue, respectively. In
the first six months of fiscal 2008, our gross profit rate decreased from 25.2% of revenue to 24.2% of revenue. The declines
in our gross profit rates in both our fiscal second quarter and the first six months of fiscal 2008 were due primarily to the
continuation of the trend toward increased sales of lower-margin products, such as notebook computers and gaming
hardware. Our China operations, which carry a significantly lower gross profit rate than our other operations, reduced the
gross profit rates by approximately 0.3% and 0.5% of revenue in the fiscal second quarter and the first six months of fiscal
2008, respectively. The declines in our gross profit rates in the fiscal second quarter and the first six months of fiscal 2008
were offset by 0.2% of revenue and 0.1% of revenue, respectively, due to the conclusion of our previous credit card
agreement with a third-party bank.

Our SG&A expense rate in the second quarter of fiscal 2008 decreased by 0.8% of revenue to 19.9% of revenue, with our
Domestic and International segments’ SG&A expense rates decreasing by 0.3% of revenue and 3.7% of revenue,
respectively. In the first six months of fiscal 2008, our SG&A expense rate decreased by 0.4% of revenue to 20.2% of
revenue. The decreases in our SG&A expense rates in both the fiscal second quarter and the first six months of fiscal 2008
were due primarily to the acquisition of Five Star, which carries a lower SG&A expense rate, the leveraging effect of our
strong revenue growth and our continued focus on SG&A expense optimization in our International operations.

Other Income (Expense)

Other income (expense) in the second quarter of fiscal 2008 decreased $22 million to $(1) million, compared with $21
million in the same period one year ago. Other income in the first six months of fiscal 2008 decreased to $36 million
compared with $44 million in the prior year. The decreases were due to reduced interest income resulting from lower cash
and investment balances and increased interest expense due to increased borrowings to fund our ASR program.

Income Tax Expense

Our effective income tax rates in the fiscal second quarter and the first six months of fiscal 2008 were 36.3% and 36.7%,
respectively, up from 34.6% and 34.8%, respectively, in the corresponding periods of fiscal 2007. The increase in the second
quarter of fiscal 2008 was due primarily to lower income from tax-advantaged short-term investments and an increase in
foreign income that is taxable in the U.S. The increase in the first six months of fiscal 2008 was due primarily to lower
income from tax-advantaged short-term investments, an increase in foreign income that is taxable in the U.S. and an increase
in local income taxes.

Segment Performance Summary

Domestic

The following table presents unaudited selected financial data for the Domestic segment ($ in millions):

Three Months Ended Six Months Ended

September 1, 2007 August 26, 2006 September 1, 2007 August 26, 2006
REVENUE ..o, $ 7234 $ 6,621 $ 13,938 § 12,783
Revenue % gain .......c.ccoeeevvevvenecnnen. 9% 10% 9% 11%
Comparable stores sales % gain' 1.7% 3.0% 1.7% 3.8%
Gross profit as % of revenue............. 25.1% 25.4% 24.9% 25.5%
SG&A as % of revenue” ............c..coveeveerveerrernnns, 20.2% 20.5% 20.4% 20.3%
Operating iNCOME? .............covvvveeeeereeeeereseesenees $ 358 % 330 $ 628 $ 664
Operating income as % of revenue’..................... 5.0% 5.0% 4.5% 5.2%

' Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.

Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of
the acquisition. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers” methods.

Prior-year amounts have been adjusted to conform to the current-year presentation, which allocates to the International segment certain
SG&A support costs which were reported as part of the Domestic segment in fiscal 2007.

The following table reconciles Domestic stores open at the beginning and end of the second quarter of fiscal 2008:
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Total Stores at Total Stores at

Beginning of End of
Second Quarter Stores Stores Second Quarter
Fiscal 2008 Opened Closed Fiscal 2008

U.S.Best Buy ..ccceeveeviencencennne 852 20 — 872
Magnolia Audio Video 19 — (6) 13
Pacific Sales.......c.cocevveieienienenn 14 1 — 15
U.S. Geek Squad.... 7 — — 7
Total..cccovvenveneennen. 892 21 (6) 907
Note: One U.S. Best Buy store in the Domestic segment was relocated during the second quarter of fiscal 2008. No other store in the
Domestic segment was relocated during the first quarter of fiscal 2008.
The following table reconciles Domestic stores open at the beginning and end of the second quarter of fiscal 2007:

Total Stores at Total Stores at

Beginning of End of
Second Quarter Stores Stores Second Quarter
Fiscal 2007 Opened Closed Fiscal 2007

U.S.BeSt BUY c.eeeiiiiiiiiiiiceieeeceeeeceeeeee e, 754 17 — 771
Magnolia Audio Video 20 — — 20
Pacific Sales........ccooeevieiriienncenns 14 — — 14
U.S. Geek Squad.... 12 — — 12
TOtal...oiiiiiiiecc e, 800 17 — 817

Note: Three U.S. Best Buy stores were relocated during the second quarter of fiscal 2007. No other store in the Domestic segment was
relocated during the second quarter of fiscal 2007.

Our Domestic segment’s operating income in the second quarter of fiscal 2008 was $358 million, or 5.0% of revenue,
compared with $330 million, or 5.0% of revenue, in the same period one year ago. In the first six months of fiscal 2008, our
Domestic segment’s operating income decreased to $628 million, or 4.5% of revenue, compared with $664 million, or 5.2%
of revenue, in the same period one year ago. Our Domestic segment’s operating income in the second quarter of fiscal 2008
reflected revenue gains, including the addition of new stores in the past 12 months and a 1.7% comparable store sales
increase, and a reduction in the SG&A expense rate, partially offset by a decrease in the gross profit rate. Our Domestic
segment’s operating income in the first six months of fiscal 2008 reflected revenue gains, including the addition of new stores
in the past 12 months and a 1.7% comparable store sales increase, offset by an increase in the SG&A expense rate and a
decrease in the gross profit rate.

Our Domestic segment’s revenue in the second quarter of fiscal 2008 increased 9% to $7.2 billion, compared with $6.6
billion in the same period one year ago. In the first six months of fiscal 2008, our Domestic segment’s revenue increased 9%
to $13.9 billion, compared with $12.8 billion in the same period one year ago. In both the fiscal second quarter and the first
six months of fiscal 2008, the addition of 101 new Best Buy stores in the past 12 months accounted for almost four-fifths of
the revenue increase and the 1.7% comparable store sales gain accounted for nearly one-fifth of the revenue increase. The
remainder of the increase was due to revenue growth at Pacific Sales and the acquisition of Speakeasy.

The following table presents revenue mix percentages and comparable store sales percentage changes for the Domestic
segment by revenue category in the second quarter of fiscal 2008:

Revenue Mix Summary Comparable Store Sales Summary’
Three Months Ended Three Months Ended

September 1, 2007  August 26, 2006 September 1, 2007 August 26, 2006
Consumer eleCtrONiCS..........cccveeeeeuveeeeerieeesieeeeenn, 39% 41% 3.3)% 7.6%
Home-0office.......coooeuviiieiiiiiiiiecee e, 31% 29% 7.8% (1.7Y%
Entertainment software ............cccoccveeeeevieeeiiieeennn, 17% 16% 7.0% (0.2)%
APPHANCES ..ottt 6% 7% (7.4)% B.1DH%
SEIVICES orveveveeeeeeeeeeeeeeeeseee e 7% 6% 3.2% 12.4%
OhEr ..ot <1% 1% n/a n/a
TOtal..eeeiiiieeieee e 100% 100% 1.7% 3.0%
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! Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.

Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of
the acquisition. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers’ methods.

2 Services consists primarily of commissions from the sale of extended service contracts; revenue from computer-related services; product

repair revenue; and delivery and installation revenue derived from home theater, mobile audio and appliances.

Other includes revenue, such as fees received from cardholder account activations, that is recognized over time, resulting in revenue

recognition that is not indicative of sales activity in the current period. Other also includes gift card breakage. These revenue types are
excluded from our comparable store sales calculation. Finally, Other includes revenue from the sale of products that are not related to
our core offerings. For these reasons, we do not provide a comparable store sales metric for this revenue category.

Our Domestic segment’s comparable store sales gain in the second quarter of fiscal 2008 reflected an increase in the average
transaction amount driven by the continued growth in the sales of higher-priced products, including notebook computers and
flat-panel televisions. The products having the largest positive effect on our Domestic segment’s comparable store sales gain
in the fiscal second quarter were notebook computers, flat-panel televisions, and gaming hardware and software. Gains in
these products were partially offset by comparable store sales declines in tube and projection televisions, MP3 players, DVDs
and CDs.

Our Domestic segment’s home-office revenue category posted a 7.8% comparable store sales gain in the second quarter of
fiscal 2008 resulting primarily from a comparable store sales gain in notebook computers, partially offset by a decline in the
sales of phones. Our entertainment software revenue category recorded a 7.0% comparable store sales gain due primarily to
increases in gaming hardware and software in the second quarter of fiscal 2008. The increase was partially offset by expected
declines in the sales of CDs and DVDs. Our services revenue category posted a 3.2% comparable store sales gain in the fiscal
second quarter due primarily to increases in the sales of both computer and home theater services, partially offset by a decline
in sales of extended service contracts.

Our Domestic segment’s consumer electronics revenue category posted a 3.3% comparable store sales decline in the second
quarter of fiscal 2008. The decline was primarily driven by sales declines in tube and projection televisions and MP3 players,
partially offset by gains in the sales of flat panel televisions and navigation products. Our appliances revenue category
recorded a 7.4% comparable store sales decline in the second quarter of fiscal 2008 resulting primarily from declines in the
sales of major appliances.

Our Domestic segment’s gross profit rate in the second quarter of fiscal 2008 decreased by 0.3% of revenue to 25.1% of
revenue. In the first six months of fiscal 2008, our Domestic segment’s gross profit rate was 24.9% of revenue compared with
25.5% of revenue in the same period one year ago. The decreases were due primarily to increased sales of lower-margin
product categories, such as notebook computers and gaming hardware and software, in both the fiscal second quarter and the
first six months of fiscal 2008. The declines in our gross profit rates in the fiscal second quarter and the first six months of
fiscal 2008 were offset by 0.3% of revenue and 0.1% of revenue, respectively, due to the conclusion of our previous credit
card agreement with a third-party bank.

Our Domestic segment’s SG&A expense rate in the second quarter of fiscal 2008 decreased by 0.3% of revenue to 20.2% of
revenue. In the first six months of fiscal 2008, our Domestic segment’s SG&A rate was 20.4% of revenue, compared with
20.3% of revenue in the same period one year ago. In the second quarter of fiscal 2008, our Domestic segment’s SG&A
expense rate decrease was primarily due to productivity gains driven by store operating model improvements, partially offset
by store closure costs. In the first six months of fiscal 2008 the SG&A expense rate increase was driven by increased
spending on investments and initiatives to support customers, increased wages and depreciation expense resulting from
investments made in fiscal 2007 in our home theater business, an increase in the number of new store openings in the first six
months of fiscal 2008 compared with the prior year, store closure costs, and increased expenses associated with the resolution
of certain legal matters. These increases were partially offset by the absence in the second quarter of fiscal 2008 of charges
for severance and reorganization that we recognized in the same period one year ago.

International

The following table presents unaudited selected financial data for the International segment ($ in millions):
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Three Months Ended Six Months Ended
September 1, 2007  August 26, 2006 September 1,2007  August 26, 2006

REVEIUE .ottt eee e ee e, $ 1,516 $ 982 $ 2,739 $ 1,779

Revenue % gain ..........cocceeveevieinnne, 54% 39% 54% 34%
Comparable stores sales % gain' ........ 16.3% 9.3% 14.7% 8.3%
Gross profit as % of revenue............... 21.2% 22.1% 20.6% 22.7%
SG&A as % of revenue” ..................... 18.4% 22.1% 19.2% 22.5%

Operating income” .............c.coo.rven..n. . 3 43 $ —  § 39§ 3
Operating income as % of revenue” 2.9% 0.0% 1.4% 0.2%

! Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.

Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of
the acquisition. The calculation of the comparable store sales percentage change excludes the effect of fluctuations in foreign currency
exchange rates. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers’ methods.

Prior-year amounts have been adjusted to conform to the current-year presentation, which allocates to the International segment certain
SG&A support costs which were reported as part of the Domestic segment in fiscal 2007.

The following table reconciles International stores open at the beginning and end of the second quarter of fiscal 2008:

Total Stores at Total Stores at
Beginning of End of
Second Quarter Stores Stores Second Quarter
Fiscal 2008 Opened Closed Fiscal 2008

Future Shop......cccceveviininiiniiies - 122 4 — 126
Canada Best Buy 47 1 — 48
Five Star.........ooovvieiiiiiiiieee e, 137 7 ) 142
China Best Buy ....cc.ccoocevieneincincnnenns 1 — — 1
TOUAL .o, 307 12 Q) 317

Note: No store in the International segment was relocated during the second quarter of fiscal 2008.

The following table reconciles International stores open at the beginning and end of the second quarter of fiscal 2007:

Total Stores at Total Stores at
Beginning of End of
Second Quarter Stores Stores Second Quarter
Fiscal 2007 Acquired Closed Fiscal 2007

Future Shop......coovevviiiiieiieec e, 119 — — 119
Canada Best Buy.........ccoccooeenienininnns 44 — — 44
Canada Geek Squad 6 — (6) —
Five Star — 131 — 131
TOALee e e ee e eeeeene 169 131 (6) 294

Note: 131 Five Star stores were acquired on June 8, 2006. No store in the International segment was relocated during the second quarter of
fiscal 2007.

Our International segment’s operating income in the second quarter of fiscal 2008 was $43 million, or 2.9% of revenue,
compared with breakeven results in the same period one year ago. In the first six months of fiscal 2008, our International
segment’s operating income increased to $39 million, or 1.4% of revenue, compared with $3 million, or 0.2% of revenue, in
the same period one year ago. The International segment’s increase in operating income in the fiscal second quarter and the
first six months of fiscal 2008 resulted primarily from strong performance by our Canada operations. Our China operations
modestly increased operating income in both the fiscal second quarter and the first six months of fiscal 2008. These results
were partially offset by increased SG&A costs in both the fiscal second quarter and the first six months of fiscal 2008
associated with the expansion of our International operations.

Our International segment’s revenue in the second quarter of fiscal 2008 increased 54% to $1.5 billion, compared with $1.0
billion in the same period one year ago. In the first six months of fiscal 2008, our International segment’s revenue increased
54% to $2.7 billion, compared with $1.8 billion in the same period one year ago. Excluding the favorable effect of

fluctuations in foreign currency exchange rates, our International segment’s revenue increased approximately 48% and 50%
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in the fiscal second quarter and the first six months of fiscal 2008, respectively, compared with the same periods one year
ago. In the fiscal second quarter, excluding the effect of fluctuations in foreign currency exchange rates, the full-quarter
impact of revenue generated from the acquisition of Five Star accounted for more than one-half of the revenue increase; the
16.3% comparable store sales gain accounted for more than three-tenths of the revenue increase; and the addition of new
stores in Canada and China, including our first Best Buy store in China, accounted for the remainder. In the first six months
of fiscal 2008, excluding the favorable effect of fluctuations in foreign currency exchange rates, the full-quarter impact of
revenue generated from the acquisition of Five Star accounted for more than three-fifths of the revenue increase; the 14.7%
comparable store sales gain accounted for approximately three-tenths of the revenue increase; and the addition of new stores
accounted for the remainder.

The following table presents revenue mix percentages and comparable store sales percentage changes for the International
segment by revenue category in the second quarter of fiscal 2008:

Revenue Mix Summary Comparable Store Sales Summary’
Three Months Ended Three Months Ended

September 1, 2007 August 26, 2006  September 1, 2007 August 26, 2006
Consumer eleCtroNICS. ....ccuverrureereeenireereeerireesreesenenn, 35% 40% 10.3% 14.7%
Home-office......ccoovvevviienciiiiieiens 32% 34% 21.1% 5.7%
Entertainment software 10% 10% 30.9% 1.5%
APPLANCES ..., 18% 10% 3.8)% 5.6%
SEIVICES” ..vvovveereeenriaseeiss s 5% 6% 19.4% 17.7%
OHNeI™ ..., <1% <1% n/a n/a
o] 7: | D 100% 100% 16.3% 9.3%

Comprised of revenue at stores and Web sites operating for at least 14 full months, as well as remodeled and expanded locations.
Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores
are included in the comparable store sales calculation beginning with the first full-quarter following the first anniversary of the date of
the acquisition. The calculation of the comparable store sales percentage change excludes the effect of fluctuations in foreign currency
exchange rates. The method of calculating comparable store sales varies across the retail industry. As a result, our method of calculating
comparable store sales may not be the same as other retailers’ methods.

Services consists primarily of commissions from the sale of extended service contracts; revenue from computer-related services; product
repair revenue; and delivery and installation revenue derived from home theater, mobile audio and appliances.

Other includes gift card breakage, which is excluded from our calculation of comparable store sales. Other also includes revenue
associated with Canada’s private label credit card program and revenue from the sale of products that are not related to our core
offerings. For these reasons, we do not provide a comparable store sales metric for this revenue category.

Our International segment’s gross profit rate in the second quarter of fiscal 2008 decreased by 0.9% of revenue to 21.2% of
revenue. In the first six months of fiscal 2008, our International segment’s gross profit rate was 20.6% of revenue, down from
22.7% of revenue in the same period one year ago. The full-quarter impact of our Five Star acquisition, which carries a
significantly lower gross profit rate than our Canada operations, reduced our International segment’s gross profit rates by
approximately 1.6% of revenue and 2.5% of revenue in the fiscal second quarter and the first six months of fiscal 2008,
respectively. In addition, increases in the sale of notebook computers and gaming also reduced the segment’s gross profit
rates in both the fiscal second quarter and the first six months of fiscal 2008. The decreases were partially offset by
improvements in our Canada operations’ gross profit rates in both the fiscal second quarter and the first six months of fiscal
2008.

Our International segment’s SG&A expense rate in the second quarter of fiscal 2008 decreased by 3.7% of revenue to 18.4%
of revenue. In the first six months of fiscal 2008, our International segment’s SG&A expense rate was 19.2% of revenue,
compared with 22.5% of revenue in the same period one year ago. The full-quarter impact of the Five Star acquisition
reduced our International segment’s SG&A expense rates by approximately 2.0% of revenue and 2.3% of revenue in the
fiscal second quarter and first six months of fiscal 2008, respectively. The leveraging effect of strong revenue growth and
continued focus on SG&A expense optimization in our Canada operations also contributed to the decreases in our SG&A
expense rates in both the fiscal second quarter and the first six months of fiscal 2008. The decreases were partially offset in
both the fiscal second quarter and the first six months of fiscal 2008 by increased costs associated with investments in China
infrastructure, the development of the International support team, and preparations for launching stores in Mexico and
Turkey.
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Liquidity and Capital Resources

Summary

The following table summarizes our cash and cash equivalents and short-term investments balances at September 1, 2007;
March 3, 2007; and August 26, 2006 ($ in millions):

September 1, 2007 March 3, 2007 August 26, 2006

Cash and cash equiValents ...........cceeeeriereeieeie e, $ 1,390 $ 1,205 $ 1,104
ShOrt-term INVESTMENTS ...coeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeee et ee e e e e e e e e e e e e eeeeeeas, 121 2,588 1,534
Total cash and cash equivalents and short-term investments................. $ 1,511 $ 3,793 $ 2,638

Note: See condensed consolidated balance sheets included in Item 1, Condensed Consolidated Financial Statements, of this Quarterly
Report on Form 10-Q for additional information.

We ended the second quarter of fiscal 2008 with $1,511 million of cash and cash equivalents and short-term investments,
compared with $3,793 million at the end of fiscal 2007 and $2,638 million at the end of the second quarter of fiscal 2007. At
September 1, 2007, we had short-term investments, comprised primarily of auction-rate securities, variable-rate demand
notes, and asset-backed securities, totaling $121 million. See Note 3, Investments, of the Notes to Condensed Consolidated
Financial Statements in this Quarterly Report on Form 10-Q, for a summary of our short-term investments at September 1,
2007; March 3, 2007; and August 26, 2006. The decrease in the balance of our cash and cash equivalents and short-term
investments compared with the end of the second quarter of fiscal 2007 was due primarily to the liquidation of a substantial
portion of our investments portfolio to repay our bridge loan facility and to fund our ASR program. See Note 4, Credit
Facilities, and Note 7, Common Stock Repurchases, of the Notes to Condensed Consolidated Financial Statements in this
Quarterly Report on Form 10-Q for further information on the bridge loan facility and the ASR program, respectively.

Our current ratio, calculated as current assets divided by current liabilities, was 1.0 at the end of the second quarter of fiscal
2008, compared with 1.4 at the end of fiscal 2007 and 1.2 at the end of the second quarter of fiscal 2007. The decrease in our
current ratio compared with the end of the second quarter of fiscal 2007 was due primarily to a decrease in our short-term
investments and an increase in accounts payable and short-term debt. The decrease in our short-term investments was due
primarily to the liquidation of a substantial portion of our investments portfolio to repay our bridge loan facility and to fund
our ASR program. The increase in our short-term debt was due to increased borrowings that also were used to fund our ASR
program. The increase in accounts payable was primarily driven by increased inventory purchases as a result of the opening
of new stores in the past 12 months and changes in inventory mix. The increases in these liabilities were partially offset by
declines in accrued income taxes and the current portion of long-term debt.

Our debt-to-capitalization ratio, which represents the ratio of total debt, including the current portion, to total capitalization
(total debt plus total shareholders’ equity), increased to 37% at the end of the second quarter of fiscal 2008, compared with
10% at the end of fiscal 2007 and 11% at the end of the second quarter of fiscal 2007. The increase was driven primarily by
increased borrowings in connection with our ASR program. We view our debt-to-capitalization ratio as an important
indicator of our creditworthiness.

Our adjusted debt-to-capitalization ratio, which includes capitalized operating lease obligations in its calculation, was 69% at
the end of the second quarter of fiscal 2008, compared with 49% at the end of fiscal 2007 and 51% at the end of the second
quarter of fiscal 2007. The increase was driven primarily by increased borrowings in connection with our ASR program.

Our adjusted debt-to-capitalization ratio is considered a non-GAAP financial measure and is not in accordance with, or
preferable to, the ratio determined pursuant to accounting principles generally accepted in the U.S. (“GAAP”). However, we
have included this information as we believe that our adjusted debt-to-capitalization ratio contributes to an understanding of
our operations and provides meaningful additional information about our ability to service our long-term debt and other fixed
obligations and to fund our future growth. In addition, we believe our adjusted debt-to-capitalization ratio is relevant because
it enables investors to compare our indebtedness to that of retailers who own, rather than lease, their stores. Our decision to
own or lease real estate is based on an assessment of our financial liquidity, our capital structure, our desire to own or to lease
the location, the owner’s desire to own or to lease the location and the alternative that results in the highest return to our
shareholders.

The most directly comparable GAAP financial measure to our adjusted debt-to-capitalization ratio is our debt-to-

capitalization ratio. Our debt-to-capitalization ratio excludes capitalized operating lease obligations in both the numerator and
the denominator. The following table presents a reconciliation of the numerators and the denominators used in the calculation

35



of our adjusted debt-to-capitalization ratios at the end of the second quarter of fiscal 2008, the end of fiscal 2007, and the end
of the second quarter of fiscal 2007 ($ in millions):

September 1, 2007 March 3, 2007 August 26, 2006

Debt (including current pOrtion) .............ceeveverriererereereeseereesserensnne. $ 1,977 $ 650 $ 680
Capitalized operating lease obligations (8 times rental

EXPEIISE) | oo, 5,566 5,401 5,040
Adjusted debt (including capitalized operating lease

OBLZALIONS) ....vvvevvceieceiiieetet ettt n s, $ 7,543 $ 6,051 $ 5,720
Debt (including current pOrtion) .............ceeveverreeveeriereessereessesernnne. $ 1,977 $ 650 $ 680
Capitalized operating lease obligations (8 times rental expense) ...... 5,566 5,401 5,040
Total shareholders’ EqUILY ......ccc.cevuerierierienienierierte e, 3,381 6,201 5,434
Adjusted capitaliZation ..........ccecveveeeieeierieneee e, $ 10,924 % 12252 $ 11,154
Debt-to-capitalization ratio.........cocueeverieriereenienrienie e, 37% 10% 11%
Adjusted debt-to-capitalization ratio (including capitalized

operating lease obligations) .........cccceceeveeveeriieiiniieiicneeeee e, 69% 49% 51%

! The multiple of eight times rental expense used to calculate our capitalized operating lease obligations total is the multiple used for the

retail sector by one of the nationally recognized credit rating agencies that rate our creditworthiness.

Our liquidity is affected by restricted cash and investment balances that are pledged as collateral or restricted to use for
vendor payables, general liability insurance, workers’ compensation insurance, and warranty programs. Restricted cash and
investments in debt securities, which are included in other current assets, totaled $385 million, $382 million and $398 million
at September 1, 2007; March 3, 2007; and August 26, 2006, respectively.

Cash Flows

The following table summarizes our cash flows in the first six months of the current and prior fiscal years ($ in millions):

Six Months Ended
September 1, 2007 August 26, 2006

Total cash provided by (used in):

OPETating ACTIVILIES -.c.veuveeieeienieitetentenie ettt ettt sttt sttt et et et st sbe bt et e s eaenaenne s $ 131 $ (40)
INVESHING ACHIVITIES ..ottt s s e e 2,143 701
FINANCING ACHIVITIES ...cuvvetieiieiieieiie ittt ettt st st s e et (2,160) (324)
Effect of exchange rate changes on cash ........cc.ccociviiiiinienineincieeeeee, 71 19
Increase in cash and cash eqUIVAIENTS .........coeiviiiiiiiiiiiiiiiieeeeee e, $ 185 § 356

Note: See consolidated statements of cash flows included in Item 1, Condensed Consolidated Financial Statements, of this Quarterly
Report on Form 10-Q for additional information.

Cash provided by operating activities in the first six months of fiscal 2008 was $131 million, compared with cash used in
operating activities of $40 million in the first six months of fiscal 2007. The change was due primarily to a decrease in cash
used in connection with changes in operating assets and liabilities. The changes in operating assets and liabilities were due
primarily to changes in accrued income taxes and accounts payable. The decrease in cash used attributed to the change in
accounts payable and other liabilities was due primarily to the timing of vendor payments. The decrease in cash used for
changes in accrued income taxes was due primarily to the timing of estimated tax payments.

Cash provided by investing activities in the first six months of fiscal 2008 was $2,143 million, compared with $701 million in
the first six months of fiscal 2007. The change compared with the prior year was due primarily to an increase in the net sales
of investments and a decrease in cash used in acquisition activities. We liquidated a substantial portion of our investments
portfolio in the second quarter of fiscal 2008 in order to repay our bridge loan facility, against which we had borrowed to
fund our ASR program. We acquired Speakeasy in the first quarter of fiscal 2008. We acquired Pacific Sales and Five Star in
the first and second quarters of fiscal 2007, respectively.

The net increase in cash provided by investing activities was partially offset by $183 million of cash used in the fiscal second
quarter to purchase a minority interest in The Carphone Warehouse Group PLC (“CPW”). We made this strategic investment
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to strengthen our business relationship with CPW, with whom we have agreements to expand Best Buy Mobile in the U.S.,
and to launch Geek Squad home computing support services in the United Kingdom. Moderately higher capital expenditures
during the first six months of fiscal 2008 compared with the same period one year ago also partially offset the increase in
cash provided by investing activities.

Cash used in financing activities was $2,160 million in the first six months of fiscal 2008, compared with $324 million in the
first six months of fiscal 2007. The increase in cash used in financing activities was primarily the result of an increase in
repurchases of common stock. During the first six months of fiscal 2008, we repurchased $3,461 million of our common
stock, compared with $462 million during the first six months of fiscal 2007. This increase was offset by the issuance of debt
(net of repayments) during the first six months of fiscal 2008 of $1,323 million. Cash flows from the issuance of debt (net of
repayments) during the first six months of fiscal 2007 were not significant.

Share Repurchases and Dividends

On June 26, 2007, our Board of Directors (the “Board”) authorized a new $5.5 billion share repurchase program. The new
program has no stated expiration date. The new program terminated and replaced our prior $1.5 billion share repurchase
program announced in June 2006.

Also on June 26, 2007, under the new share repurchase program, we entered into an ASR program consisting of two
agreements to purchase shares of our common stock from Goldman, Sachs & Co. (“Goldman”) for an aggregate purchase
price of $3.0 billion. The ASR program will conclude in February 2008, although in certain circumstances the termination
date may be accelerated at Goldman’s option. We do not expect to make significant additional share repurchases prior to the
conclusion of the ASR program. For additional information regarding these transactions, see Note 7, Common Stock
Repurchases, of the Notes to Condensed Consolidated Financial Statements in this Quarterly Report on Form 10-Q.

In the three months ended September 1, 2007, we purchased and retired 1.1 million shares of our common stock at a cost of
$49 million under our June 2006 share repurchase program. We also purchased and retired 55.7 million shares of our
common stock through the ASR program under our June 2007 share repurchase program. The final cost of these shares will
be determined at the conclusion of the ASR program. In the three months ended August 26, 2006, we purchased and retired
4.6 million shares of our common stock at a cost of $224 million under our June 2006 and April 2005 share repurchase
programs. In the six months ended September 1, 2007, we purchased and retired 9.8 million shares of our common stock at a
cost of $461 million under our June 2006 share repurchase program. In the six months ended August 26, 2006, we purchased
and retired 9.0 million shares of our common stock at a cost of $462 million under our June 2006 and April 2005 share
repurchase programs. Retired shares constitute authorized but unissued shares.

In the second quarter of fiscal 2008, we paid our regular quarterly cash dividend of $0.10 per common share, or $45 million
in the aggregate. In the same period one year ago, we paid our then regular quarterly cash dividend of $0.08 per common
share, or $40 million in the aggregate. As announced on June 27, 2007, our Board increased our regular quarterly cash
dividend by 30% as compared with our existing dividend of $0.10 per common share, to $0.13 per common share. The
change is effective with the quarterly dividend which, as announced on September 19, 2007, our Board has authorized, and is
payable on October 30, 2007, to shareholders of record as of October 9, 2007.

Sources of Liquidity

Funds generated by operating activities, available cash and cash equivalents, and our credit facilities continue to be our most
significant sources of liquidity. We believe funds generated from the expected results of operations and available cash and
cash equivalents will be sufficient to finance anticipated expansion plans and strategic initiatives for the remainder of fiscal
2008. In addition, our credit facilities are available for additional working capital needs or investment opportunities. There
can be no assurance, however, that we will continue to generate cash flows at or above current levels or that we will be able
to maintain our ability to borrow under our credit facilities.

We have inventory financing programs totaling $238 million through which certain vendors receive payments from a
designated finance company for amounts we owe to them. We have $105 million in both secured and unsecured revolving
demand facilities related to our International segment operations, of which $100 million is available from February through
July, and $105 million is available from August through January of each year.

On June 26, 2007, we entered into a $3.0 billion bridge loan facility (the “Bridge Facility”). The Bridge Facility was used
along with our existing cash and investments to fund our ASR program. The Bridge Facility was terminated effective
September 19, 2007.
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On September 19, 2007, we entered into a $2.5 billion five-year unsecured revolving credit facility (the “Credit Agreement”)
with a syndication of banks. The Credit Agreement permits borrowings up to $2.5 billion, and may be increased up to $3.0
billion at our option and upon the consent of the administrative agent under the Credit Agreement and any bank providing an
incremental credit commitment. The Credit Agreement has a $300 million letter of credit sub-limit and a $200 million
foreign currency sub-limit. The Credit Agreement terminates in September 2012. For additional information regarding these
transactions, see Note 4, Credit Facilities, and Note 11, Subsequent Event, of the Notes to Condensed Consolidated Financial
Statements in this Quarterly Report on Form 10-Q.

Our credit ratings and outlooks at October 10, 2007, are summarized below and are consistent with the ratings and outlooks
reported in our Annual Report on Form 10-K for the fiscal year ended March 3, 2007:

Rating Agency Rating Outlook

S 17 o WU OSSO BBB+ Stable
IMIOOMY S .ttt ettt ettt et s ht e bbbttt e a e eb e s bt e bt e bt et et st sbe e sheenae e bt ente e Baa2 Stable
StANAATA & POOT S, ceieiiiii ettt ettt e et e e et e e e taeeesstseeeessbeeeassseeeansseeeassseeeanssaeeesseaaans BBB Stable

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

See our Annual Report on Form 10-K for the fiscal year ended March 3, 2007, for additional information regarding our
sources of liquidity.

Debt and Capital

The increase in the amount of debt outstanding at September 1, 2007, compared with the end of fiscal 2007, was due to debt
assumed to fund our ASR program.

Our Bridge Facility had $1,298 million outstanding at September 1, 2007. On September 19, 2007, we borrowed $1,350
million under our Credit Agreement and used $1,150 million to repay the outstanding balance under the Bridge Facility. At
October 10, 2007, $1,050 million was outstanding under the Credit Agreement.

See our Annual Report on Form 10-K for the fiscal year ended March 3, 2007, for additional information regarding our debt
and capital.

Off-Balance-Sheet Arrangements and Contractual Obligations

Our liquidity is not dependent on the use of off-balance sheet financing arrangements other than in connection with our
operating leases.

Other than the Bridge Facility that was terminated on September 19, 2007, and the Credit Agreement, there has been no
material change in our contractual obligations other than in the ordinary course of business since the end of fiscal 2007. See
our Annual Report on Form 10-K for the fiscal year ended March 3, 2007, for additional information regarding our off-
balance-sheet arrangements and contractual obligations.

Significant Accounting Policies and Estimates

We describe our significant accounting policies in Note 1, Summary of Significant Accounting Policies, of the Notes to
Consolidated Financial Statements included in our Annual Report on Form 10-K for the fiscal year ended March 3, 2007. We
discuss our critical accounting estimates in Item 7, Management’s Discussion and Analysis of Financial Condition and
Results of Operations, in our Annual Report on Form 10-K for the fiscal year ended March 3, 2007. There has been no
significant change in our significant accounting policies or critical accounting estimates since the end of fiscal 2007.

New Accounting Standards

In February 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards
(“SFAS”) No. 159, The Fair Value Option for Financial Assets and Financial Liabilities. SEAS No. 159 permits companies
to choose to measure many financial instruments and certain other items at fair value. The objective is to improve financial
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reporting by providing companies with the opportunity to mitigate volatility in reported earnings caused by measuring related
assets and liabilities differently without having to apply complex hedge accounting provisions. SFAS No. 159 is effective for
fiscal years beginning after November 15, 2007. Companies are not allowed to adopt SFAS No. 159 on a retrospective basis
unless they choose early adoption. We plan to adopt SFAS No. 159 beginning in the first quarter of fiscal 2009. We are
evaluating the impact, if any, the adoption of SFAS No. 159 will have on our operating income or net earnings.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value, establishes
a framework for measuring fair value in generally accepted accounting principles and expands disclosures about fair value
measurements. SFAS No. 157 applies under other accounting pronouncements that require or permit fair value
measurements, the FASB having previously concluded in those accounting pronouncements that fair value is the relevant
measurement attribute. Accordingly, SFAS No. 157 does not require any new fair value measurement. SFAS No. 157 is
effective for fiscal years beginning after December 15, 2007. We plan to adopt SFAS No. 157 beginning in the first quarter of
fiscal 2009. We are evaluating the impact, if any, the adoption of SFAS No. 157 will have on our operating income or net
earnings.

Outlook

In our September 18, 2007, announcement of our results of operations for the second quarter of fiscal 2008, we raised the
lower end of our annual guidance and projected earnings for fiscal 2008 in the new range of $3.00 to $3.15 per diluted share,
compared with earnings of $2.79 per diluted share for fiscal 2007. Prior fiscal 2008 earnings guidance was $2.95 to $3.15 per
diluted share. In the announcement, we also expressed our expectation that the annual earnings per diluted share would be in
the top half of our revised guidance range. We revised our guidance based on our results through the end of the second
quarter and our expected sales trends and revenue mix in the second half of the year. Our revised guidance assumes that
continuing SG&A expense rate improvement in the second half of the year will more than offset our gross profit rate decline.
We continue to expect a nominal improvement in our operating income rate for the fiscal year. Our guidance assumes an
expected comparable store sales gain near the midpoint of our 3% to 5% range for the fiscal year. While we are pleased with
our progress and improved financial performance in the fiscal second quarter, our optimism is balanced by the fact that
approximately 70% of our annual earnings occur in the second half of the fiscal year.

As announced on June 27, 2007, we entered into agreements constituting an ASR program to repurchase $3.0 billion of
common stock no later than February 2008. We expect the effect of the lower share count to be offset, in part, by lower net
interest income related to lower cash and investment balances as well as increased interest expense associated with interim
borrowing. Additionally, we expect our effective tax rate to increase to approximately 37% in fiscal 2008 as a result of the
lower income from tax-advantaged short-term investments. Our revised earnings guidance includes the impact of the
expected share repurchases under our new $5.5 billion share repurchase program, including the ASR program.

For additional information on our outlook for fiscal 2008, see the Outlook for Fiscal 2008 section provided in Management’s
Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the fiscal
year ended March 3, 2007.

Safe Harbor Statement Under the Private Securities Litigation Reform Act

Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended
(“Exchange Act”), provide a “safe harbor” for forward-looking statements to encourage companies to provide prospective
information about their companies. With the exception of historical information, the matters discussed in this Quarterly
Report on Form 10-Q are forward-looking statements and may be identified by the use of words such as “anticipate,”
“believe,” “estimate,” “expect,” “intend” “plan,” “project,” “outlook,” and other words and terms of similar meaning. Such
statements reflect our current view with respect to future events and are subject to certain risks, uncertainties and
assumptions. A variety of factors could cause our future results to differ materially from the anticipated results expressed in
such forward-looking statements. Readers should review Item 1A, Risk Factors, of our Annual Report on Form 10-K for the
fiscal year ended March 3, 2007, for a description of important factors that could cause future results to differ materially from
those contemplated by the forward-looking statements made in this Quarterly Report on Form 10-Q. In addition, general
economic conditions, acquisitions and development of new businesses, divestitures, product availability, sales volumes,
pricing actions and promotional activities of our competitors, profit margins, weather, changes in law or regulations, foreign
currency fluctuation, availability of suitable real estate locations, our ability to react to a disaster recovery situation, and the
impact of labor markets and new product introductions on our overall profitability, among other things, could cause our
future results to differ materially from those projected in any such forward-looking statement.

99 < ELINT3 LENT3

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
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In addition to the risks inherent in our operations, we are exposed to certain market risks, including changes in interest rates
and changes in foreign currency exchange rates.

Interest Rate Risk
Short-term and long-term debt

At September 1, 2007, our short-term and long-term debt was comprised primarily of credit facilities and convertible
debentures. We do not currently manage interest rate risk on our debt through the use of derivative instruments.

Our credit facilities are currently not subject to material interest rate risk. The credit facilities’ interest rates may be reset due
to fluctuations in a market-based index, such as the federal funds rate, LIBOR, or the base rate or prime rate of our lenders. A
hypothetical 100 basis point change in the interest rates of our credit facilities would change our annual consolidated pre-tax
income by $14 million.

Our convertible debentures are currently not subject to material interest rate risk. The interest rate on our debentures may be
reset but not more than 100 basis points higher than the current rates. If the interest rate on the debentures at September 1,
2007, were to be reset 100 basis points higher, our annual consolidated pre-tax income would decrease by $4 million.

Short-term investments

At September 1, 2007, our short-term investments were comprised primarily of debt securities and are currently not subject to
material interest rate risk. A hypothetical 100 basis point change in the interest rate would change our annual consolidated
pre-tax income by $1 million. We do not currently manage interest rate risk on our short-term investments through the use of

derivative instruments.

Foreign Currency Risk

Our International segment’s operations are currently not subject to material foreign currency risk due to changes in foreign
currency exchange rates. We do not currently manage foreign currency risk through the use of derivative instruments. A
hypothetical 10 percent change in the foreign currency exchange rates of the Canadian dollar or Chinese renminbi would not
have a material impact on our consolidated results.
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ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed by us in
the reports we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the Securities and Exchange Commission’s rules and forms, and that such information is accumulated
and communicated to our management, including our Chief Executive Officer (principal executive officer) and Chief
Financial Officer (principal financial officer), to allow timely decisions regarding required disclosure. We have established a
Disclosure Committee, consisting of certain members of management, to assist in this evaluation. The Disclosure Committee
meets on a regular quarterly basis, and as needed.

Our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) promulgated under the Exchange Act), at
September 1, 2007. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, at
September 1, 2007, our disclosure controls and procedures were effective.

There was no change in internal control over financial reporting during the fiscal quarter ended September 1, 2007, that has
materially affected or is reasonably likely to materially affect our internal control over financial reporting.

PART II — OTHER INFORMATION

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(c) Stock Repurchases

The following table presents the total number of shares purchased during the second quarter of fiscal 2008, the average price
paid per share, the number of shares that were purchased as part of a publicly announced repurchase program, and the

approximate dollar value of shares that still could have been purchased for the fiscal quarter ended September 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*
June 3, 2007, through July 7, 2007 ................... 29,358,992 $ 46.64 29,358,992 $ 2,500,000,000
July 8, 2007, through August 4, 2007 ............... 27,405,717 — 27,405,717 2,500,000,000
August 5, 2007, through
September 1, 2007 ....cccceevvvieeieiiniiiiieiiieee — — — 2,500,000,000
Total fiscal 2008 second quarter-............c....c..... 56,764,709 46.64 56,764,709 2,500,000,000

' In the fiscal period ended July 7, 2007 we repurchased 1,069,876 shares with an average share price of $46.64 pursuant to a $1.5 billion

share repurchase program announced on June 21, 2006. This program, which had no expiration date governing the period over which
we could make share repurchases in the open market, was terminated and replaced on June 26, 2007, by a new $5.5 billion share
repurchase program announced on June 27, 2007, that also has no stated expiration date.

2 On June 26, 2007, in accordance with our new $5.5 billion share repurchase program, we entered into two agreements with a third-party

investment bank to repurchase $3.0 billion of common shares though an ASR program. Under the ASR program, we paid $3.0 billion
and received 55.7 million shares in the second quarter of fiscal 2008, representing the minimum number of shares expected to be
received under the ASR program. The actual number of shares we may receive under the terms of the ASR program will not be known
until the ASR program’s conclusion, which is expected to occur in the fourth quarter of fiscal 2008. Shares purchased pursuant to the
ASR program are presented under “Total Number of Shares Purchased” and “Total Number of Shares Purchased as Part of Publicly
Announced Plans or Programs” in the periods in which they were received. For additional information regarding our common stock
repurchases, see Note 7, Common Stock Repurchases, of the Notes to Condensed Consolidated Financial Statements in this Quarterly
Report on Form 10-Q.

3 “Average Price Paid per Share” reflects open market share repurchases only. The average purchase price of shares purchased pursuant to

the ASR program will not be determinable until the conclusion of the ASR program.
4 «“Approximate Dollar Value of Shares that May Yet Be Purchased Under the Plans or Programs” reflects our $5.5 billion share
repurchase program less the $3.0 billion ASR program.
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ITEM 4. SUBMISSION OF MATTERS OF A VOTE OF SECURITY HOLDERS
Our Regular Meeting of the Shareholders was held on June 27, 2007.

a. The individuals named below were elected as Class 2 directors, each to serve for a term expiring with the
election of directors at our 2009 Regular Meeting of Shareholders. Shares voted were as follows:

Ronald James

SATES FFOT .ottt et e e ae e e e e s s aeaesasesaseseaaaasassaassaanees 437,262,160

Shares WIthNeld .......coooouviviiiiiiiiiee e 7,366,260
Elliot S. Kaplan

SATES FFOT .ottt e e et e e e e e e s e s s ae s e s asesaaessaaaaaassasssaaaaes 425,484,343

Shares WItIREIA ........oovviiiiiiiiiiiiiiiiiiiiieeeeeeee ettt e e e e s esaaesssesssesesessaaaees 19,144,077
Matthew H. Paull

SRATES O ...t e e e e e e e 437,725,051

Shares WIthNEId .......ooovuviiiiiiiieieeeeee e et e e e e e e e 6,903,369
James E. Press

SATES FFOT .ottt et e et e e e e e s e s s aeaeaaaesaaesssasasassaassaaraes 438,779,252

Shares WIthNeld .......cooouviviiiiiiiii e 5,849,168
Richard M. Schulze

SATES FFOT .ottt e et e e e aa e e s s aese s asesaaassaasasassasssaaaees 438,301,156

Shares WIthNELd .......coovuveiiiiiiieieeeeee e e e e e e e e e 7,327,264
Mary A. Tolan

SRATES FOTI ... et e et a e e 438,964,915

Shares WIthNEId .......ooovuviiiiiiiieieeeee et e e e e e e e 5,663,505
Hatim A. Tyabji

SATES FFOT .ottt e et e e e e e e e e s e aeaeaaaesaaasasasasassaassaaeaes 437,847,312

Shares WIthREId ........oovviiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeee ettt e e e asesasesssesssesesesssaaees 6,781,108

b. The appointment of the Class 1 director named below was ratified. The terms of the Class 1 directors expire

with the election of directors at our 2008 Regular Meeting of Shareholders. Shares voted were as follows:

Rogelio M. Rebolledo

SRATES O ... e e e et e e e e ean 438,767,503
Shares Withheld ........c..ooueiiriniiiriiieieeencseeeeeetete ettt 5,860,917
c. The appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal

year beginning March 4, 2007, was ratified. There were 441,889,952 votes for, and 693,091 votes against,
ratification. There were 2,045,377 abstentions.

d. A proposal to amend our 2004 Omnibus Stock and Incentive Plan to increase the number of shares subject to

the plan to 38 million was approved. There were 373,398,336 votes for, and 18,375,649 votes against, approval.
There were 2,369,166 abstentions and 50,485,319 broker non-votes.
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ITEM 6. EXHIBITS

31.1

31.2

32.1

322

Certification of the Chief Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities
Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.

BEST BUY CO., INC.
(Registrant)

Date: October 11, 2007 By: /s/ BRADBURY H. ANDERSON

Bradbury H. Anderson

Vice Chairman

and Chief Executive Officer
(duly authorized officer)

Date: October 11, 2007 By: /s/ JAMES L. MUEHLBAUER

James L. Muehlbauer

Senior Vice President —

Chief Financial Officer (Interim)

(duly authorized and principal financial
officer)

Date: October 11, 2007 By: /s/ SUSAN S. GRAFTON

Susan S. Grafton

Vice President, Controller

and Chief Accounting Officer

(duly authorized and chief accounting

officer)
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Bradbury H. Anderson, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Best Buy Co., Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: October 11, 2007 /s BRADBURY H. ANDERSON

Bradbury H. Anderson
Vice Chairman
and Chief Executive Officer



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James L. Muehlbauer, certify that:

1. Thave reviewed this quarterly report on Form 10-Q of Best Buy Co., Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report
is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: October 11, 2007 /sl JAMES L. MUEHLBAUER

James L. Muehlbauer
Senior Vice President —
Chief Financial Officer (Interim)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. §1350 (adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002), I, the undersigned Vice
Chairman and Chief Executive Officer of Best Buy Co., Inc. (the “Company”), hereby certify that the Quarterly Report on
Form 10-Q of the Company for the quarterly period ended September 1, 2007 (the “Report”), fully complies with the
requirements of section 13(a) or 15 (d) of the Securities Exchange Act of 1934, as amended, and that information contained
in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: October 11, 2007 /sy BRADBURY H. ANDERSON
Bradbury H. Anderson
Vice Chairman
and Chief Executive Officer




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. §1350 (adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002), I, the undersigned Senior Vice
President — Chief Financial Officer (Interim) of Best Buy Co., Inc. (the “Company”), hereby certify that the Quarterly
Report on Form 10-Q of the Company for the quarterly period ended September 1, 2007 (the “Report™), fully complies with
the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that information
contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.

Date: October 11, 2007 /s/ JAMES L. MUEHLBAUER
James L. Muehlbauer

Senior Vice President —
Chief Financial Officer (Interim)




