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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
(Mark One)

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

For the fiscal year ended March 3, 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 numbet-9595

™

BEST BUY.
BEST BUY CO., INC.

(Exact name of registrant as specified in its @rart

Minnesota 41-0907483
State or other jurisdiction « (.LR.S. Employe
incorporation or organizatic Identification No.)
7601 Penn Avenue Sout 55423
Richfield, Minnesota (Zip Code)

(Address of principal executive office
Registrant’s telephone number, including area &id®:291-1000

Securities registered pursuant to Section 12(hefAct:
Title of each clas Name of each exchange on which registe
Common Stock, par value $.10 per share New York Stock Exchange
Securities registered pursuant to Section 12(ghefct:None

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%dBéturities ActiXxI YesO No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ont®ecl5(d) of the Act0 YesXl No
Indicate by check mark whether the registrant @b filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act of4L88ring

the preceding 12 months (or for such shorter pdtiatithe registrant was required to file such reg)pand (2) has been subject to such filing negpents fo
the past 90 day&l YesO No

Indicate by check mark if disclosure of delinquftlers pursuant to Item 405 of Regulation S-K i$ ocontained herein, and will not be containedht lest
of registrant’s knowledge, in definitive proxy eformation statements incorporated by referendegirt |1l of this Form 10-K or any amendment to this
Form 10-K.O0
Indicate by check mark whether the registrantl&rge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of “accefeddfiler and
large accelerated filer” in Rule 12b-2 of the Exofp@ Act. (Check one):

Large accelerated fildx] Accelerated fileEd Non-accelerated filE
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Att) YesXI No

The aggregate market value of the voting and ndmg@ommon equity held by non-affiliates of thgistrant as of August 25, 2006, was approximately
$12.0 billion, computed by reference to the prit845.57 per share, the price at which the comnuuity was last sold on such date as reported oNéve
York Stock Exchange-Composite Index. (For purpadehis calculation all of the registrant’s dirext@nd executive officers are deemed affiliatethef

registrant.)
As of April 30, 2007, the registrant had 479,308,80ares of its Common Stock issued and outstanding




DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s definitive Proxy Staeant dated May 16, 2007 (to be filed pursuant tguRstion 14A within 120 days after the Registraritscal
year-end of March 3, 2007), for the regular meetihghareholders to be held on June 27, 2007 (YP8tatement”), are incorporated by reference into
Part Ill.

CAUTIONARY STATEMENT PURSUANT TO THE
PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

Section 27A of the Securities Act of 1933, as aneendnd Section 21E of the Securities ExchangeAt934, as amended (“Exchange Act”), provide a
“safe harbor” for forward-looking statements to em@ge companies to provide prospective informadioout their companies. With the exception of
historical information, the matters discussed ia innual Report on Form 10-K are forward-lookingtements and may be identified by the use of words

”u ”w

such as “anticipate,” “believe, project,” “outlook,” and otler words and terms of similar meaning. Such statésne
reflect our current view with respect to future etgeand are subject to certain risks, uncertaigesassumptions. A variety of factors could causeuture
results to differ materially from the anticipatexbults expressed in such forward-looking statem&weaders should review Item 1Risk Factorspf this

Annual Report on Form 10-K for a description of wmant factors that could cause future resultsfterdmaterially from those contemplated by thexard-

looking statements made in this Annual Report omFd0-K. In addition, general economic conditioasguisitions and development of new businesses,

estimate,” “expgcintend,” “plan,

product availability, sales volumes, promotionghaty of our competitors, profit margins, weath&reign currency fluctuation, availability of saitle real
estate locations, our ability to react to a disasteovery situation, and the impact of labor m&gkeand new product introductions on our overalFigability,
among other things, could cause our future resuilitiffer materially from those projected in anycbkdorward-looking statements.
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PART |
Item 1. Business.
Description of Business

Best Buy Co., Inc. (“Best Buy,” “we,” “us,” or “ollris a specialty retailer of consumer electrontusme-office products, entertainment software, iappkes
and related services. We operate retail stored\&tul sites under the brand names Best Buy (BestBuy.BestBuyCanada.ca and BestBuy.com.cn), Five
Star (Five-Star.cn), Future Shop (FutureShop.cagk@quad (GeekSquad.com and GeekSquad.ca), Magnalio Video (MagnoliaAV.com) and Pacific
Sales Kitchen and Bath Centers (PacificSales.cBeferences to our Web site addresses do not adesticorporation by reference of the information
contained on the Web sites.

Our vision is to make life fun and easy for constsn®ur business strategy is to treat customeusigsie individuals, meeting their needs with endaol
solutions, and engaging and energizing our empkyeserve them, while maximizing overall profilépi We believe we offer consumers meaningful
advantages in store environment, product valuejymoselection, and a variety of in-store and imbaservices related to the merchandise we offieof al
which advance our objectives of enhancing our lmssinimodel, gaining market share and improving fadaifity.

Information About Our Segments

During fiscal 2007, we operated two reportable st Domestic and International. The Domestic sggns comprised of all U.S. store and online
operations, including Best Buy, Geek Squad, Magnalidio Video and Pacific Sales Kitchen and Batht€es (“Pacific Sales”). We acquired Pacific Sales
in the first quarter of fiscal 2007. U.S. Best Bigres offer a wide variety of consumer electrarficene-office products, entertainment softwarejiappes
and related services. Geek Squad provides residi@mi commercial computer repair, support andliaion services. Magnolia Audio Video stores offe
high-end audio and video products and related sesviPacific Sales stores offer high-end home-ingarent products, appliances and related servides. T
International segment is comprised of all Canadeesind online operations, including Best Buy, Faitshop and Geek Squad, as well as all China atate
online operations, including Best Buy, Geek Squadl #angsu Five Star Appliance Co. (“Five Star”e Atquired a 75% interest in Five Star in the sgcon
quarter of fiscal 2007. We opened our first ChirstEBuy store in Shanghai in the fourth quartdisafal 2007. Our International segment offers paiganc
services similar to our Domestic segment’s offesingowever, Canada Best Buy stores do not carriaaqmes. Further, Five Star stores and our Chirst Be
Buy store do not carry entertainment software.

Financial information about our segments is inctlisreltem 7,Management’s Discussion and Analysis of Financiahdition and Results of Operationanc
Note 11,Segment and Geographic Informatioof the Notes to Consolidated Financial Stateménttuded in Item 8Financial Statements and
Supplementary Dataof this Annual Report on Form 10-K.

Domestic Segment

We were incorporated in the state of Minnesota9iB6las Sound of Music, Inc. We began as an auaigpoaents retailer and, with the introduction of the
videocassette recorder in the early 1980s, expaimtedideo products. In 1983, we changed our namigest Buy Co., Inc. and began using mass-
merchandising techniques, which included offeringider variety of products and operating storeseurad“superstore” concept. In 1989, we dramatically
changed our method of retailing by introducing l&service, noncommissioned, discount-style stanecept designed to give the customer more contel o
the purchasing process.

In fiscal 2000, we established our first onlinegpiag site, BestBuy.com. Our “clicks-and-mortatfategy is designed to empower consumers to idseac
purchase products seamlessly, either online ouinatail stores. The BestBuy.com online shoppitgaffers expanded assortments in all of our ppialc
product groups.

In fiscal 2001, we acquired Magnolia Hi-Fi, Inc. aSeattle-based, high-end retailer of audio andovjmtoducts and services — to access an upscale
customer segment. During fiscal 2004, Magnolia Hx¢gan doing business as Magnolia Audio Video.

In fiscal 2003, we acquired Geek Squad. Geek Spumddes residential and commercial computer regaipport and installation services. We acquired
Geek Squad to further our plans of providing tedbgw support services to customers. Geek Squadcsdssavailable in all U.S. Best Buy stores, all a®
in 12 stand-alone stores, with more than 10,000tag®ur goal is to build Geek Squad into North Aigaes largest provider of residential and commedrci
computer repair, support and installation




services, and we believe that over time it willdmee a significant component of our business.

In fiscal 2005, we opened our first Magnolia Honteedter store-within-a-store experience within a. B&st Buy store. We believe Magnolia Home
Theater — with its high-end brands, home-like digpland specially trained employees — offers ausplution for our customers. The Magnolia Home
Theater store-within-a-store experience was off@redore than 300 U.S. Best Buy stores at the éfidaal 2007. During fiscal 2008, we plan to atid t
Magnolia Home Theater store-within-a-store expegeto more than 50 additional new and existing B&&t Buy stores.

In fiscal 2005, we also began converting U.S. Best stores to our customer centricity operating elo8tores operating under the customer centricity
model, also known as segmented stores, offer i@m@in product assortments, staffing, promotiams store design, and are focused on key customer
segments. The segmented stores tailor their sterehandising, staffing, marketing and presentatosddress specific customer groups. Originallgséh
customer groups included affluent professional sjaleung entertainment enthusiasts who apprecidigital lifestyle, upscale suburban moms, famitids
are practical technology adopters and small buseses

In fiscal 2007, based on the segmented storesatipgrresults, as well as positive customer feeklbae completed the transition of all remaining LB8st
Buy stores to the customer centricity operating ehoéliso in fiscal 2007, we evolved our customentdeity segmentation to address the needs of mesto
lifestyle groups, rather than specific customees/Our stores now focus on affluent suburban famitrend-setting urban dwellers, and the clokeiy
families of Middle America. Best Buy For Busineg®ks to satisfy the needs of small business ownéas can be found within all of our lifestyle graup

On March 7, 2006, we acquired Pacific Sales. Basaduthern California, Pacific Sales specializethe sale of high-end kitchen appliances, plumbing
fixtures, home entertainment products and homeadhimgs. We acquired Pacific Sales to enhance loilityato grow with an affluent customer base and
premium brands using a proven and successful sloswformat. Utilizing the existing store format, eepect to increase the number of stores in order to
capitalize on the expanding high-end segment obiig appliance market.

At March 3, 2007, we operated 822 U.S. Best Bugestin 49 states and the District of Columbia thegraged approximately 40,500 retail square feet.
Collectively, U.S. Best Buy stores totaled apprcadety 33.3 million retail square feet at the endisdal 2007, or about 80% of our total retail sgupotage
In fiscal 2007, U.S. Best Buy retalil stores geretaverage revenue of approximately $39.2 milliengtore.

At March 3, 2007, we operated 20 Magnolia Audioaddstores in California, Washington and Oregon aélvataged approximately 9,700 retail square feet.
Collectively, Magnolia Audio Video stores totalgopaoximately 0.2 million retail square feet at thed of fiscal 2007, or less than 1% of our tottdite
square footage. In fiscal 2007, Magnolia Audio \ddetail stores generated average revenue of ajppatedy $8.0 million per store.

At March 3, 2007, we operated 14 Pacific Salesestar California that averaged approximately 30,228il square feet. Collectively, Pacific Salezes
totaled approximately 0.4 million retail squaretfatthe end of fiscal 2007, or about 1% of oualto¢tail square footage. In fiscal 2007, PacifideS retail
stores generated average revenue of approximaély $nillion per store.

International Segment

Our International segment was established in cdiorewith our acquisition of Canada-based FuturepShtd. in fiscal 2002. The Future Shop acquisition
provided us with an opportunity to increase reveigain market share and leverage our operationqarése in consumer electronics retailing. Sinee th
acquisition, we have continued to build on FutunefBs position as the leading consumer electromtzler in Canada.

During fiscal 2003, we launched our dual-branditrgtegy in Canada by introducing the Best Buy brdite dualbranding strategy allows us to retain Fu
Shop’s brand equity and attract more customerdfieying a choice of store experiences. As we exghagresence of Best Buy stores in Canada, wecexpe
to gain continued operating efficiencies by levarggur capital investments, supply chain managenaeivertising, merchandising and administrative
functions. Our goal is to reach differentiated oustrs with each brand by giving them the uniqugphw experiences they desire. The primary diffeesn
between our two brands in Canada are:

In-store experience— The customer’s interaction with store employeedifferent at each of the two brands.




Future Shop stores have predominantly commissisaks associates who take a more proactive ralssisting customers. Through their expertise and
attentiveness, the sales associate drives theatrtzms. In contrast, Canada Best Buy store empkgee noncommissioned, and the stores offer more
interactive displays and grab-and-go merchandidihis design allows customers to drive the trarisacs they experience the products themselvel, wit
store employees available to demonstrate and exptaduct features.

Products and services ©nly Future Shop stores carry appliances. In agftitseek Squad service is not available in FuthipStores, but is available
in all Canada Best Buy stores.

Store size —At the end of fiscal 2007, the average Future S$ttope was approximately 20,500 retail square tehpared with an average of
approximately 25,300 retail square feet for Carelst Buy stores. Canada Best Buy stores generally tvider aisles, as well as more square footage
devoted to entertainment software.

On June 8, 2006, we acquired a 75% interest in &iae one of China’s largest appliance and conseteetronics retailers. We made the investmefive
Star to further our international growth plansirterease our knowledge of Chinese customers aoltein an immediate retail presence in China.

On December 28, 2006, we opened our first China Beg store in Shanghai. We plan to open two teahadditional Best Buy stores in China during the
next 12 to 18 months.

At March 3, 2007, we operated 121 Future Shop stiti®ughout all of Canada’s provinces and 47 Carsbt Buy stores in Ontario, Quebec, Alberta,
British Columbia, Manitoba and Saskatchewan. Cuitely, our stores in Canada totaled approxima®eFk/million retail square feet at the end of fisead7,
or about 9% of our total retail square footagdidoal 2007, Canada retail stores generated aveeageue of approximately $26.3 million per store.

At March 3, 2007, we operated 135 Five Star storagven of China’s 34 provinces and one China Bagtstore in Shanghai. Collectively, our stores in
China totaled approximately 4.3 million retail scriéeet at the end of fiscal 2007, or about 10%uwsftotal retail square footage.

As previously announced, we anticipate continuinginternational growth strategy by opening testest in Mexico and Turkey within the next 12 to 18
months.

Discontinued Operations

In fiscal 2004, we sold our interest in Musiclartdr8s Corporation (“Musicland”). The transactiosuked in the transfer of all of Musicland’s assstser
than a distribution center in Franklin, Indianag @elected nonoperating assets. In fiscal 2005ewersed previously recorded valuation allowanees o
deferred tax assets related to the dispositioruofrderest in Musicland and recognized a tax hierdfisicland’s financial results have been classdif
separately as discontinued operations in our cateteld financial statements for all periods preseént

Operations
Domestic Segment

U.S. Best Buy store operations are organized iigfiat éerritories. Each territory is divided intcstticts and is under the management of a retddl Géficer
who oversees store performance through districtagers. District managers monitor store operatioisraeet regularly with store managers to discuss
merchandising, new product introductions, salesnptions, customer loyalty programs, employee sattgin surveys and store operating performance.
Similar meetings are conducted at the corporate Meith divisional and regional management. Eadlridt also has a loss prevention manager, witdyob
security personnel employed at each store to clopltigsical inventory losses. Advertising, merchaedburchasing and pricing, as well as inventorycjas,
are centrally controlled.

U.S. Best Buy stores are generally open 80 hourspek, seven days a week, with extended holidaysha@\ typical store is staffed by one general ngana
and five managers. The average staff per storis¢alf2007 was approximately 128 employees aneddy store depending on sales volumes.

U.S. Best Buy stores follow a standardized andildetaperating procedure called our Standard Operd&latform (“SOP”).The SOP includes procedures
inventory management, transaction processing, mestoelations, store administration, product sates services, and merchandise display. All stopesate
in the same manner under the SOP.




Magnolia Audio Video stores are typically managgdatstore manager, an audio/video sales manageifdinel store contains mobile products, a mobile
electronics sales manager. Magnolia Audio Videoestare generally open 73 hours per week, sevenalayek. Depending on an individual store’s volume
and product offerings, store staffing includestsi®8 commissioned sales personnel and one to ey personnel. Corporate management for Magnoli
Audio Video stores centrally controls advertisinggrchandise purchasing and pricing, as well asiovg policies.

Pacific Sales stores are typically managed by r@ stanager who also sells appliances. Pacific Stbess are generally open 40 hours per weekdfiys a
week. Depending on an individual store’s volume pratiuct offerings, store staffing includes appnodely 10 noncommissioned sales personnel and
approximately five hourly sales support person@ekporate management for Pacific Sales storesalgntontrols advertising, merchandise purchasimg a
pricing, as well as inventory policies.

International Segment

Canada store operations are organized to suppoitands, each headed by a vice president. Eaelpwésident has national management that closely
monitor store operations and meets regularly withesmanagers to review management and staff igimograms, customer feedback and requests, store
operating performance and other matters. Meetimgslving store management, product managers, averéging, financial and administrative staff, aslw
as senior management, are held quarterly to reojwating results and to establish future objestive

Canada stores are generally open 60 to 75 hoursqek, seven days a week. An average Future Shopiststaffed by a general manager, an operations
manager, one to four department managers and @8 sales associates, as well as part-time salesiakes. An averagéanada Best Buy store is staffed v
a general manager; assistant managers for opesati@ichandising, inventory and sales; and 80 @osales associates, including full-time and paneti
sales associates. The number of sales associategaadent upon store size and sales volume.

Canada stores use a standardized operating syBbenoperating system includes procedures for imrgmhanagement, transaction processing, customer
relations, store administration, staff training greformance appraisals, as well as merchandipéaglisAdvertising, merchandise purchasing and pgicand
inventory policies are centrally controlled.

Five Star stores are generally open 77 to 84 hmerrsveek, 7 days a week. The sales staff at Fiaes&tres consists primarily of employees of ourdegs. A
typical Five Star store is staffed by 50 to 200d@remployees who sell products; a general manageto 10 department managers; and 27 to 100 sales
associates, as well as part-time sales associawgsorate management at Five Star centrally canadVertising, merchandise purchasing and priamly a
inventory policies for major brand products, whildividual regions control these operations foraldarands. Meetings involving store management and
corporate management are held on a regular bagisitw operating results and establish future abjes.

Our China Best Buy store employs an operating msidalar to our U.S. Best Buy and Canada Best Bages. Our China Best Buy store is staffed with a
general manager; assistant managers for operatimishandising, inventory and sales; and approxin@40 sales associates, including full-time aad-p
time sales associates. Advertising, merchandisehasig and pricing, and inventory policies for @hina Best Buy store are centrally controlled by
corporate management. Meetings involving store igpament and corporate management are held on ardadis to review operating results and establish
future objectives.

Merchandise
Domestic Segment

U.S. Best Buy stores offer merchandise in four pobdroups: consumer electronics, home-office, réaitenent software and appliances. Consumer
electronics, the largest product group in fiscdl28ased on revenue, consists of video and audiupts and services. Video products include televss
digital cameras, home theater system installafd) players, digital camcorders and accessorieslid\products include MP3 players, home theateraudi
systems, mobile electronics including car sterabsatellite radio products, and related accessortes home-office product group includes notebawdk a
desktop computers, computer support services,helegs, networking and accessories. Entertainmémiae products include DVD movies, video game
hardware and software, CDs and computer softwdre.appliances product group includes major appdisas well as vacuum cleaners, small electrics,
housewares and services.




Magnolia Audio Video stores offer merchandise il fpvoduct groups: consumer electronics and hoffiee. Consumer electronics, the largest productig

in fiscal 2007 based on revenue, consists of vadebaudio products. Video products include telewisj DVD players, home theater system installation,
warranties and accessories. Audio products indhatiee audio components, mobile electronics, homegtéhaudio systems and accessories. The home-office
product group consists primarily of home theateniture.

Pacific Sales stores offer merchandise in two pcodtoups: consumer electronics and appliancesli@pges, the largest product group in fiscal 2083l
on revenue, consists of major appliances as walirasl electrics, housewares, plumbing, bathroottuirfes and services. Consumer electronics corwists
video and audio products, including televisiong] home theater systems and installation.

Within our Domestic segment product groups, as alvithin our International segment product growgsinclude a variety of services that we provide
connection with the merchandise offered withinphaduct groups. In-store services include compsgeiup, repair and software installation, as welhe
installation of mobile electronics. In-home sergideclude computer set-up, repair, software irstiath and home networking, and the delivery and
installation of appliances and home theater syst&miwices were not a significant part of our rexem fiscal 2007. Our services offerings generpiiyvide
higher gross margins than our merchandise assotrtnerhas been a contributor to year-over-yearsgmergin gains. However, the infrastructure suppgrt
that business has also increased our selling, glemed administrative expenses (“SG&A”) rate. Wpent to continue to expand our services offeringh s
that services revenue will become a more significamponent of our business over time.

International Segment

Canada Best Buy and Future Shop stores offer medéedain four product groups: consumer electrortiogye-office, entertainment software and, for Faitur
Shop only, appliances. Consumer electronics, tiyesd product group in fiscal 2007 based on revetwesists of video and audio products. Video petslu
include televisions, digital cameras, DVD playetigjtal camcorders and accessories. Audio prodactade MP3 players, home audio components, car
stereos, speakers and accessories. The homeqmffidact group includes desktop and notebook com@utemputer support services, telephones and
accessories. Entertainment software products iedMDs, video game hardware and software, compatitware and CDs. The appliances product group
includes major appliances as well as small elegtsiacuum cleaners and housewares.

Although Canada Best Buy and Future Shop storeg samilar product groups (except for appliancésgre are differences in product brands and depth o
selection within product groups. On average, appmately 35% of the product assortment (excludinggainment software) overlaps between the tweestor
brands.

China stores offer merchandise in three produatgsoconsumer electronics, home-office and appdisn©ur China stores do not carry entertainment
software. Appliances, the largest product groufisical 2007 based on revenue, includes major apgis, air conditioners, small electrics and housesva
The consumer electronics product group consistsdeio and audio products, including televisiongjtdi cameras, MP3 players and accessories. Thehom
office product group includes desktop and notelbmwkputers, computer support services, telephoregaeressories.

Distribution
Domestic Segment

Generally, U.S. Best Buy stores’ merchandise, exfogpmajor appliances and large-screen televisimnshipped directly from manufacturers to our
distribution centers located in California, Geordraiana, Minnesota, New York, Ohio, Oklahoma afirdjinia. Major appliances and large-screen
televisions are shipped to satellite warehousesaahn major market. U.S. Best Buy stores are depengen the distribution centers for inventory age and
shipment of most merchandise. However, in ordendet release dates for selected products and t@wanventory management, certain merchandise is
shipped directly to the stores from our suppliéisinventory is bar-coded and scanned to ensucerate tracking. In addition, a computerized inoent
replenishment program is used to manage invenéwgis at each store. On average, U.S. Best Bugssteceive product shipments two or three times per
week, depending on sales volume. Contract cast@gsmerchandise from the distribution centergdoes. Generally, online merchandise sales arereith
picked up at U.S. Best Buy stores or fulfilled difg to customers through our distribution centers.




Magnolia Audio Video storesherchandise is received and warehoused at eitkl@gaolia Audio Video distribution center in Califoa or the U.S. Best Bt
distribution center in California. All inventory sar-coded and scanned to ensure accurate tra¢kiagdition, a computerized inventory replenishimen
program is used to manage inventory levels at sanie. Merchandise is delivered to stores an aeevéthree times per week pursuant to an in-house
distribution system.

Pacific Sales stores’ merchandise is received ardhoused at a distribution center in Californitidventory is bar-coded or marked with vendoriger
numbers to ensure accurate tracking. In additimpnaputerized inventory replenishment program &dus manage inventory levels at each store. Most
merchandise is fulfilled directly to customers tigb our distribution center.

International Segment

Our Canada stores’ merchandise is shipped dir&oihy our suppliers to our distribution centers iritiBh Columbia and Ontario. Our Canada stores are
dependent upon the distribution centers for inugnstorage and shipment of most merchandise. Howeverder to meet release dates for selectedystsd
and to improve inventory management, certain mentisa is shipped directly to the stores from mactufers and distributors. All inventory is bar-cdde
and scanned to ensure accurate tracking. In adddaicomputerized inventory replenishment progsuosed to manage inventory levels at each stone. Ou
Canada stores typically receive product shipmenvitetper week, with accelerated shipments duringge of high sales volume. Contract carriers ship
merchandise from the distribution centers to stores

Our Five Star stores’ merchandise is housed in ni@ne 50 distribution centers located throughoetRtve Star retail chain, the largest of whichoisatted in
Nanjing, Jiangsu. Our Five Star stores are depdéngem the distribution centers for inventory st@and shipment of most merchandise. In addithos
distribution centers also provide installation $e#g and act as service centers for Five Star mest Most merchandise is fulfilled directly to tamers
through our distribution centers.

Our China store’s merchandise is shipped directlnfour suppliers to our distribution center in Sgiaai’s Song Jiang District. Our China store isetefent
upon the distribution center for inventory storagel shipment of most merchandise. However, in dalareet release dates for selected products and to
improve inventory management, certain merchandisdipped directly to the store from manufactuaed distributors. In certain circumstances,
merchandise is shipped directly to our customens fmanufacturers and distributors. Our China stypieally receives product shipments three to fimes
per week, with accelerated shipments during periddisgh sales volume.

Suppliers

Our strategy depends, in part, upon our abilitgffer customers a broad selection of name-brandymts and, therefore, our success is dependent upon
satisfactory and stable supplier relationshipdisical 2007, our 20 largest suppliers accounteai¥@r three-fifths of the merchandise we purchaget, five
suppliers — Sony, Hewlett-Packard, Samsung, Gatearay Toshiba — representing over one-third ofl tmierchandise purchased. The loss of or disruption
in supply from any one of these major supplierddtave a material adverse effect on our revendesamings. We generally do not have long-termteit
contracts with our major suppliers that would reguhem to continue supplying us with merchandige.have no indication that any of our supplierspla
discontinue selling us merchandise. We have natrespced significant difficulty in maintaining ssfictory sources of supply, and we generally exjextt
adequate sources of supply will continue to existlie types of merchandise we sell.

We operate three global sourcing offices in Chimarider to purchase products directly from manuies in Asia. These offices have improved our pobd
sourcing efficiency and provide us with the capgbtb offer private-label products that complemeant existing product assortment. In the future expect
purchases from our global sourcing offices to inseeas a percentage of total purchases. We alsod#hat the expected increase in our global sogirc
volumes will help drive gross profit rate improvemeby lowering our overall product cost.

Store Development

The addition of new stores has played, and we\ekell continue to play, a significant role in ogrowth and success. Our store development progeam
historically focused on entering new markets; agditores within existing markets; and relocatimgnodeling and expanding existing stores. Duringgfis
2007, we opened 96 new stores, acquired 145 storkbselocated 20 other stores. Further, we addeiM#gnolia Home Theater store-within-a-store
experience to nearly 200 new and existing
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U.S. Best Buy stores during fiscal 2007. Duringdis2007, we closed six Canada Geek Squad stodefoanFive Star stores.

The following table reconciles U.S. Best Buy stavpen at the beginning and end of each of thdilasfiscal years:

Total
Stores a
Stores Stores End of
Fiscal Year Openec Closec Fiscal Yeal
Balance forward NA NA 481
2003 67 — 54¢
2004 60 — 60¢
2005 61 1 66¢
2006 74 — 742
2007 80 — 822
The following table reconciles Magnolia Audio Vidstres open at the beginning and end of eacheda#t five fiscal years:
Total
Stores a
Stores Stores End of
Fiscal Year Openec Closec Fiscal Yeat
Balance forward NA NA 13
2003 6 — 19
2004 3 — 22
2005 — 2 20
2006 — — 20
2007 — — 20
The following table reconciles Pacific Sales stapsn at the end of fiscal 2007:
Total
Stores a
Stores Stores End of
Fiscal Year Openec Closec Fiscal Yeal
Balance forward® NA NA 14
2007 — — 14
@ As of the March 7, 2006, date of acquisition
The following table reconciles Canada Best Buyesapen at the beginning and end of each of thévadiscal years:
Total
Stores a
Stores Stores End of
Fiscal Year Openec Closec Fiscal Yeai
Balance forward NA NA NA
2003 8 — 8
2004 11 — 19
2005 11 — 30
2006 14 — 44
2007 3 — 47
The following table reconciles Future Shop stongsmoat the beginning and end of each of the lastfiscal years:
Total
Stores a
Stores Stores End of
Fiscal Year Openec Closec Fiscal Yeal
Balance forward NA NA 95
2003 9 — 104
2004 4 — 10€&
2005 6 — 114
2006 5 1 11€
2007 3 — 121



The following table reconciles Five Star storesropethe end of fiscal 2007:

Total

Stores a

Stores Stores End of

Fiscal Year Openec Closec Fiscal Yeai

Balance forward NA NA 131

2007 8 4 13t

@ As of the June 8, 2006, date of acquisition

The following table reconciles the China Best Btora open at the end of fiscal 2007:

Total

Stores a

Stores Stores End of

Fiscal Year Openec Closec Fiscal Yeat

Balance forward NA NA NA

2007 1 — 1

During fiscal 2008, we expect to open approximalie&lQ new stores in the United States, Canada aimthQ¥ost of the new stores will be opened in merke
where we already have stores, leveraging our imfretsire and making shopping more convenient forooistomers. In the U.S., we anticipate opening
approximately 90 Best Buy stores, as well as reéliogapproximately eight existing Best Buy stoné& also expect to open up to five Pacific Salesestdn
Canada, we expect to open three to five Best Bangstand seven to nine Future Shop stores, aswedlocating approximately two existing Future sho
stores. In China, we plan to open 20 to 23 Five Staes. We also expect to open two to three iaadit Best Buy stores in China in the next 12 tavidhths
Finally, we anticipate extending our internatiope#sence by opening test stores in Mexico and Tdso within the next 12 to 18 months.

Additional information regarding our outlook fosfial 2008 is included in th@utlook for Fiscal 2008ection of Item 7Management’s Discussion and
Analysis of Financia
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Condition and Results of Operationsf this Annual Report on Form 10-K.

Intellectual Property

We believe we own valuable intellectual propertgluding trademarks, service marks and tradenamese &f which are of material importance to our
business, and include “Best Buy,” the “Yellow Tdgyo, “Geek Squad,” “Five Star,” “Future Shop,” “baolia Audio Video” and “Pacific Sales.” Some of
our intellectual property is the subject of numertunited States and foreign trademark and servard negistrations. Our trademarks in the UnitedeSta
generally have 10 year renewable terms. We bebevéntellectual property has significant value amdn important factor in the marketing of our gamy,
our stores and our Web sites. We also believe wevaluable patents and intellectual property forcltwe have patents pending. We are not awareyof an
facts that could negatively impact our continuirsg of any of our intellectual property.

In accordance with accounting principles generatigepted in the United States (“GAAP”), our balasigeets include the cost of acquired intellectual
property only. The only material acquired intelledtproperties presently included in our balan@ethare the Future Shop, Five Star and PacifesSal
tradenames, which had a total carrying value of i§8Mtlon at the end of fiscal 2007. The valuestdge tradenames are based on the continuatioe of th
Future Shop, Five Star and Pacific Sales brandscWfently classify these tradenames as indefiniget intangible assets. If we were to abandorRieire
Shop, Five Star or Pacific Sales brand, we woutdrian impairment charge based on the then-carmahge of the associated tradename.

Seasonality

Our revenue and earnings are typically greatemdusiur fiscal fourth quarter, which includes thganigy of the holiday selling season in the Unitethtes
and Canada.

Working Capital

We fund our business operations through a combinat available cash and cash equivalents, short-tevestments and cash flows generated from
operations. In addition, our revolving credit fit@ls are available for additional working capitaleds or investment opportunities.

Customers

We do not have a significant concentration of seliés any individual customer and, therefore, theslof any one customer would not have a matenigact
on our business. No single customer has accouatelDf6 or more of our total revenue.

Backlog

Our stores and online shopping sites do not hawatarial amount of backlog orders.

Government Contracts

No material portion of our business is subjecttoagotiation of profits or termination of contractssubcontracts at the election of any governn

Competition

Our stores compete against other consumer electrosiailers, specialty home-office retailers, nrasschants, homiaprovement superstores and a grov
number of direct-to-consumer alternatives. Ourest@so compete against independent dealers, ed¢gioain discount stores, wholesale clubs, videtaie
stores and other specialty retail stores. Massmaets continue to increase their assortment ofuroes electronics products, primarily those thatless
complex to sell, install and operate, and have lea@anding their product offerings into higher-@atiegories. Similarly, large home-improvement fetai
are expanding their assortment of appliances. diitiad, consumers are increasingly downloading raitement and computer software directly via the
Internet.

We compete principally on the basis of customerisey installation and support services; store mmrent, location and convenience; product assoitme
and availability; value pricing; and financing aitatives.

We believe our store experience, broad productremsat, store formats and brand marketing strasedjiéerentiate us from most competitors by positig
our stores as the destination for new technologlyeartertainment products in a fun and informativepping environment. Our stores compete by
aggressively advertising and emphasizing a completéuct and service solution, value pricing améificing alternatives. In addition, our trained and
knowledgeable sales and service staffs allow tailtr the offerings to meet the needs of our custis.
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Research and Development

We have not engaged in any material research arelagement activities during the past three fisedng.

Environmental Matters

We are not aware of any federal, state or locatiprans which have been enacted or adopted reggléte discharge of materials into the environment,
otherwise relating to the protection of the envinemt, that have materially affected, or will maddlyi affect, our net earnings or competitive pasitior have
resulted or will result in material capital expemdés. During fiscal 2007, we had no material G@kpenditures for environmental control faciktend no
such material expenditures are anticipated inaheskeable future.

Number of Employees

At the end of fiscal 2007, we employed approximaiel0,000 full-time, part-time and seasonal empésy&Ve consider our employee relations to be good.
There are currently no collective bargaining agreet® covering any of our employees, and we havexymrienced a strike or work stoppage.

Financial Information About Geographic Areas

We operate two reportable segments: Domestic aednisional. Financial information regarding theniestic and International geographic areas is ireddud
in ltem 7,Management’s Discussion and Analysis of Financiahdtion and Results of Operationand Note 11Segment and Geographic Informatioof
the Notes to Consolidated Financial Statementfydiecl in Item 8Financial Statements and Supplementary Daththis Annual Report on Form 10-K.

Available Information

We are subject to the reporting requirements offkehange Act and its rules and regulations. ThehBrge Act requires us to file reports, proxy steets
and other information with the U.S. Securities &xdhange Commission (“SEC”). Copies of these rep@roxy statements and other information can be
read and copied at:

SEC Public Reference Room
100 F Street NE
Washington, D.C. 20549

Information on the operation of the Public RefeeeRoom may be obtained by calling the SEC at 1.880-0330.

The SEC maintains a Web site that contains repomsy statements and other information regardssgers that file electronically with the SEC. These
materials may be obtained electronically by acogsiie SEC’s Web site http://www.sec.gov

We make available, free of charge on our Web gite Annual Report on Form 10-K, Quarterly Reporid@rm 10-Q, Current Reports on Form 8-K and
amendments to these reports filed or furnishedyauntsto Section 13(a) or 15(d) of the Exchange Astsoon as reasonably practicable after we etecaity
file these documents with, or furnish them to, #t&C. These documents are posted on our Web sitenatBestBuy.com— select the “For Our Investors”
link and then the “SEC Filings” link.

We also make available, free of charge on our Vitebthe charters of the Audit Committee, the Conga¢ion and Human Resources Committee, and the
Nominating, Corporate Governance and Public Pdioypnmittee, as well as the Corporate Governanceiplés of our Board of Director“Board”) and our
Code of Business Ethics (including any amendmerdrtavaiver from, a provision of our Code of Busiadcthics) adopted by our Board. These documents
are posted on our Web sitevatvw.BestBuy.com— select the “For Our Investors” link and then tBerporate Governance” link.

Copies of any of the above-referenced documentsisib be made available, free of charge, uporterritequest to:

Best Buy Co., Inc.

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

Item 1A. Risk Factors.

Described below are certain risks that our managebmdieves are applicable to our business anehthestry in which we operate. There may be addition
risks that are not presently material or known.rétere also risks within the economy and the chpitakets, both domestically and internationalhatt
affect business generally, and our company andsinglas well, such as inflation; higher interesésahigher fuel and other energy costs; higher
transportation costs; higher costs of labor, insceaand healthcare; foreign currency exchangditatieiations;
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and higher levels of unemployment, which have marbdescribed. You should carefully consider ed¢heofollowing risks and all other information set
forth in this Annual Report on Form 10-K.

If any of the events described below were to ocour,business, financial condition, results of agiens, liquidity or access to the capital marleetsid be
materially adversely affected. The following riggauld cause our actual results to differ materifthyn our historical results and from results pegelil by
forward-looking statements made by us or on ouanlieblated to conditions or events that we anéitgpgmay occur in the future. All forward-looking
statements made by us or on our behalf are qudlifiethe risks described below.

If we do not anticipate and respond to changing caumer preferences in a timely manner, our operatingesults could suffer.

Our business depends, in large part, on our abditytroduce successfully new products, servicebtachnologies to consumers; the frequency of such
introductions; the level of consumer acceptancd;tha related impact on the demand for existinglpets, services and technologies. Failure to predic
accurately constantly changing consumer tastefenerees, spending patterns and other lifestylesiders, or to address effectively consumer congexmsid
have a material adverse effect on our revenueltsesfuoperations and standing with our customers.

Our growth is dependent on the success of our stregies.

Our growth is dependent on our ability to identifgvelop and execute strategies. While we belieggomer centricity and the pursuit of internatiogradwth
opportunities will enable us to grow our businesisjudgments could have a material adverse effectun business, financial condition and results of
operations.

Our results of operations could deteriorate if wedil to attract, develop and retain qualified emploes.

Our performance is dependent on attracting anihietpa large and growing number of employees. \&le&etle our competitive advantage is providing ue
end-to-end solutions for each individual customérich requires us to have highly trained and endageployees. Our success depends in part upon our
ability to attract, develop and retain a sufficianmber of qualified employees, including storeyise and administrative personnel. The turnoves irathe
retail industry is high, and qualified individualéthe requisite caliber and number needed teHdke positions may be in short supply in somesarea
Competition for such qualified individuals couldyjtare us to pay higher wages to attract a sufftaemmber of employees. Our inability to recruitudfisient
number of qualified individuals in the future masialy planned openings of new stores or affect pleed with which we expand initiatives such as Best
For Business and services. Delayed store opersiggsficant increases in employee turnover ratesigmificant increases in labor costs could haweaterial
adverse effect on our business, financial condiiodg results of operations.

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

The retail business is highly competitive. We cotager customers, employees, locations, produalsodimer important aspects of our business with many
other local, regional, national and internatiorehilers. Pressure from our competitors, some aflwhave a greater market presence and more fiamlanci
resources than we do, could require us to reduceriees or increase our costs of doing businessa Pesult of this competition, we may experiemveek
revenue and/or higher operating costs, which codterially adversely affect our results of openagio

Our growth strategy includes expanding our businessoth in existing markets and by opening stores inew markets.

Our future growth is dependent, in part, on oulitgtto build or lease new stores. We compete wither retailers and businesses for suitable locstior our
stores. Local land use, local zoning issues, enmiental regulations and other regulations appleébthe types of stores we desire to constructimagct
our ability to find suitable locations, and alsfiuence the cost of constructing and leasing canest We also may have difficulty negotiating lesasereal
estate purchase agreements on acceptable terseRaimanage effectively these and other sinfidarors will affect our ability to build or leasew stores,
which may have a material adverse effect on owréuprofitability.

We seek to expand our business in existing marketsder to attain a greater overall market shBezause our stores typically draw customers fragir th
local areas, a new store may draw customers away dur nearby existing stores
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and may cause customer traffic and comparable stdes performance to decline at those existing@sto

We also intend to open stores in new markets. iBs associated with entering a new market inctlitfeeulties in attracting customers due to a lack
customer familiarity with our brand, our lack ofhfdiarity with local customer preferences and seasdifferences in the market. In addition, entripinew
markets may bring us into competition with new cetitprs or with existing competitors with a largstablished market presence. While we have a strong
track record of profitable new-store growth, wermatnensure that our new stores will be profitatdpldyed; as a result, our future profitability rmzey
materially adversely affected.

Risks associated with the vendors from whom our pructs are sourced could materially adversely affeatur revenue and gross profit.

The products we sell are sourced from a wide wadétomestic and international vendors. Globalsimg has become an increasingly important paouof
business and positively affects our financial perfance. O ur 20 largest suppliers account for twee-fifths of the merchandise we purchase. If @inyur
key vendors fails to supply us with products, weymat be able to meet the demands of our custoametsevenue could decline. We require all of our
vendors to comply with applicable laws, includiadpdr and environmental laws, and otherwise befigetths meeting our required vendor standards of
conduct. Our ability to find qualified vendors wineet our standards and supply products in a tigwedyefficient manner is a significant challeng@eesally
with respect to goods sourced from outside theddinBtates. Political or financial instability, meandise quality issues, trade restrictions, tarifeeign
currency exchange rates, transportation capaciycasts, inflation, outbreak of pandemics and othetors relating to foreign trade are beyond antiol.
These and other issues affecting our vendors coatérially adversely affect our revenue and grosfitp

We are subject to certain regulatory and legal devepments which could have a material adverse impaan our business

Our regulatory and legal environment exposes eshoplex compliance and litigation risks that condterially affect our operations and financial fesun
our major global markets, we are subject to inédnepegulations, which increase our cost of doingibess. The most significant compliance and litbge
risks we face are:

« The difficulty in complying with sometimes confliog regulations in local, national or internatiopaisdictions and new or changing regulations
that affect how we operate;

* The impact of changes in tax laws (or interpretaithereof);
* The impact of litigation trends, including classiaes involving consumers and shareholders, anorlabd employment matters; and

* The significant uncertainties of operating globaihcluding the costs and difficulties of managintgrnational operations, foreign currencies,
complex laws, contractual obligations and inteliatroperty rights.

We rely heavily on our management information systas for inventory management, distribution and otherfunctions. If our systems fail to perform
these functions adequately or if we experience anterruption in their operation, our business and results of operations could be materially adversely
affected.

The efficient operation of our business is depehdarour management information systems. We refyvineon our management information systems to

manage our order entry, order fulfillment, pricipgint-of-sale and inventory replenishment processhe failure of our management information systém
perform as we anticipate could disrupt our busigsbcould result in decreased revenue, increasath@ad costs and excess or oustoiek inventory level
causing our business and results of operationsfteramaterially.

A disruption in our relationship with Accenture, who manages our information technology and human reswces operations, could materially
adversely affect our business and results of opeians.

We have engaged Accenture to manage our informagimology and human resources operations. Wehealyily on our management information systems
for inventory management, distribution and otherctions. We also rely heavily on human resourcegat to attract, develop and retain a sufficiamnber
of qualified employees. Any disruption in our r@atship with Accenture could result in decreasegneie and increased
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overhead costs, causing our business and resudfseadtions to suffer materially.

Failure to protect the integrity and security of ou customers’ information could expose us to litigabn and materially damage our standing with our
customers.

The increasing costs associated with informatimussy — such as increased investment in technqltggy costs of compliance with consumer protection
laws and costs resulting from consumer fraud —dgalise our business and results of operationsfer snaterially. Additionally, the success of amline
operations depends upon the secure transmissioonfiflential information over public networks, inding the use of cashless payments. While we &nagt
significant steps to protect customer and confidétformation, there can be no assurance thaamels in computer capabilities, new discoverigherfield
of cryptography or other developments will previie compromise of our customer transaction prongssapabilities and personal data. If any such
compromise of our information security were to acducould have a material adverse effect on eputation, business, operating results and financia
condition and may increase the costs we incuratept against such information security breaches.

Failure in our pursuit or execution of new businessentures, strategic alliances and acquisitions ctidihave a material adverse impact on our
business.

Our growth strategy includes expansion via newr®ss ventures, strategic alliances and acquisititvhiile we employ several different valuation
methodologies to assess a potential growth oppityfume can give no assurance that new businessinemand strategic alliances will positively atfear
financial performance. Acquisitions may resulthe tiversion of our capital and our managenseattention from other business issues and oppbesiriVe
may not be able to assimilate or integrate sucalgsfompanies that we acquire, including theirgeemel, financial systems, distribution, operatiand
general operating procedures. If we fail to assitaibr integrate acquired companies successfullypusiness could suffer materially. We may alstoente
challenges in achieving appropriate internal cdraver financial reporting in connection with threegration of an acquired company. In addition, the
integration of any acquired company, and its fin@anesults, into ours may have a material adveffeet on our operating results.

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

Approximately one-third of our revenue and morentbaehalf of our net earnings are generated in our fofistal quarter, which includes the majority oé
holiday selling season in the United Sates and @ardnexpected events or developments such ashdisasters, man-made disasters and adverse
economic conditions in our fourth quarter could énavmaterial adverse effect on our revenue andnggstn

The foregoing should not be construed as an exkaust of all factors that could cause actualittssto differ materially from those expressedansard-
looking statements made by us or on our behalf.

Iltem 1B. Unresolved Staff Comments.

Not applicable
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Item 2. Properties.
Stores, Distribution Centers and Corporate Facilites

Domestic Segment

The following table summarizes the geographic ocedf our Domestic segment stores at the endso&fi2007:

U.S. Best Bu' U.S. Geek Squa Magnolia Audio Pacific Sale:

Stores Stores Video Storet Stores

Alabama 10 — — —
Alaska 1 — — —
Arizona 18 — — —
Arkansas 5 — — —
California 91 2 11 14
Colorado 14 1 — —
Connecticu 10 — — —
Delaware 3 — — —
District of Columbig 1 — — —
Florida 46 — — —
Georgia 26 3 — —
Hawaii 2 — — —
Idaho 4 — — —
Illinois 49 — — —
Indiana 19 — — —
lowa 12 — — —
Kansas 8 — — —
Kentucky 8 — — —
Louisiana 10 — — —
Maine 3 — — —
Maryland 20 — — —
Massachuseti 20 — — —
Michigan 30 — — —
Minnesote 21 2 — —
Mississippi 5 — — —
Missouri 18 — — —
Montana 3 — — —
Nebraske 4 — — —
Nevadz 7 — — —
New Hampshire 6 — — —
New Jerse! 19 — — —
New Mexico 5 — — —
New York 40 — — —
North Caroline 25 — — —
North Dakote 4 — — —
Ohio 34 — — —
Oklahome 7 — — —
Oregon 7 — 2 —
Pennsylvani: 26 — — —
Rhode Islanc 1 — — —
South Caroling 11 — — —
South Dakot: 2 — — —
Tennesse 12 — — —
Texas 81 3 — —
Utah 8 — — —
Vermont 1 — — —
Virginia 24 — — —
Washingtor 19 — 7 —
West Virginia 2 — — —
Wisconsin 20 1 — —
Total 827 12 20 14

Note: At the end of fiscal 2007, we owned 23 of DuB. Best Buy stores. Also at the end of fiscdiZ2Qve operated 31 U.S. Best Buy stores with ownmgaiovements on least
land. All other stores in the Domestic segmenhatend of fiscal 2007 were leased.
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At the end of fiscal 2007, we operated 822 U.StBey stores, 20 Magnolia Audio Video stores, 14ifflaSales stores and 12 Geek Squad stores,rigtali
approximately 34.0 million retail square feet.

The operations of the Domestic segment are sertigete following major distribution centers:

Square Owned
Location Footage or Leasec
Dinuba, California 1,028,001 Ownec
Findlay, Ohio 1,010,00t Lease!
Nichols, New York 720,00( Ownec
Ardmore, Oklahoma 720,00( Ownec
Franklin, Indiana 714,00( Ownec
Staunton, Virginia 709,00( Leasel
Dublin, Georgia 700,00( Leasel
Bloomington, Minnesota 425,00( Lease!
Whittier, California 305,00( Leasel
Total 6,331,001

We also lease approximately 2.9 million square édepace in 13 satellite warehouses in major rpetitan markets for home delivery of major appliesic
and large-screen televisions.

Our principal corporate office is located in Righfi, Minnesota, and is an owned facility consistififour interconnected buildings totaling approabely
1.5 million square feet. Accenture, who managesrormation technology and human resources operatiand certain other of our vendors who provile u
with a variety of additional corporate services;ugmy a portion of our principal corporate office.

International Segment

The following table summarizes the geographic ocedf our International segment stores at theddrfiscal 2007:

Canada China
Canada Best Buy  Future Shop China Best Buy Five Star
Stores Stores Stores Stores
Alberta 7 15
British Columbia 6 21
Manitoba 2 5
New Brunswick — 3
Newfoundlanc — 1
Nova Scotic — 2
Ontario 23 48
Prince Edward Island — 1
Quebec 8 22
Saskatchewan 1 3
Anhui — 14
Henan — 7
Jiangsu — 86
Shandong — 8
Shanghai 1 —
Sichuan — 4
Yunnan — 3
Zhejiang — 13
Total a7 121 1 135

Note: At the end of fiscal 2007, we owned threewf Canada Best Buy stores, six of our Five Starestand our China Best Buy store. All other stamebe Internationz
segment at the end of fiscal 2007 were leased.
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At the end of fiscal 2007, we operated 121 FutdrepSstores, 47 Canada Best Buy stores, 135 Fives®i@s and one China Best Buy store, totaling
approximately 7.9 million retail square feet.

Our International segment leases approximatelyrillion square feet of distribution center spac&mampton, Ontario, and approximately 0.4 milli@uare
feet of distribution center space in Burnaby, BhtiColumbia to service our Canada operations.

We also lease approximately 0.6 million square ééelistribution center space in Jiangsu provirsee)l an additional 0.6 million square feet of dimition
center space throughout the Five Star retail cteagupport our Five Star distribution network.

The principal office for our Canada operationisalted in a 141,000-square-foot leased facilitgunnaby, British Columbia. The principal office four
Five Star operations is located in a 46,000-sqf@stewned facility in Nanjing, Jiangsu. The pripal office for our China Best Buy operations isatsd in ¢
27,000-square-foot leased facility in Shanghai.

Global Sourcing

In support of our global sourcing initiative, wege office space in China totaling approximatelyp8@ square feet at the end of fiscal 2007.

Operating Leases

Almost all of our stores and a majority of our dkafition facilities are leased. Terms of the leageeements generally range from 10 to 20 yearst bfdake
leases contain renewal options and escalationetaus

Additional information regarding our operating leass available in Note 8eases of the Notes to Consolidated Financial Statemeén¢tuded in Item 8,
Financial Statements and Supplementary L, of this Annual Report on Form 10-K.

Item 3. Legal Proceedings.

On December 8, 2005, a purported class action iawaptionedJasmen Holloway, et al. v. Best Buy Co., Im@s filed against us in the U.S. District Court
for the Northern District of California. This fedgrcourt action alleges that we discriminate agaimsmen and minority individuals on the basis ofder,
race, color and/or national origin in our storethwespect to recruitment, hiring, job assignmetnésisfers, promotions, compensation, allocatiowetkly
hours and other terms and conditions of employniére. plaintiffs seek an end to discriminatory pekcand practices, an award of back and front pay,
punitive damages and injunctive relief, includiightful place relief for all class members. We beé the allegations are without merit and intendefend
this action vigorously.

We are involved in various other legal proceedimgsing in the normal course of conducting busin@gs believe the amounts provided in our consatidat
financial statements, as prescribed by GAAP, aegjadte in light of the probable and estimable liigds. The resolution of those proceedings isexqiected
to have a material effect on our results of openetior financial condition.
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Executive Officers of the Registrant
(As of March 3, 2007)

Years

With the

Name Age Position With the Company Company
Bradbury H. Anderson 57 Vice Chairman and Chief Executive Officer 34
Richard M. Schulze 66 Founder and Chairman of the Board 41
Allen U. Lenzmeier 63 Vice Chairman 23
Brian J. Dunn 46 President and Chief Operating Officer 22
Robert A. Willett 60 Chief Executive Officer — Best Buy International 3
Kevin T. Layden 46 President and Chief Operating Officer — Best Bup&iia 10
Shari L. Ballard 40 Executive Vice President — Human Resources andlLega 14
Thomas C. Healy 45 Executive Vice President — Best Buy For Business 17
Darren R. Jackson 42 Executive Vice President — Finance and Chief Firedr@fficer 7
Timothy D. McGeehan 40 Executive Vice President — Retail Sales 19
Kalendu Patel 43 Executive Vice President — Strategy and Internation 4
Joseph M. Joyce 55 Senior Vice President, General Counsel and AssiSecretary 16
James L. Muehlbauer 45 Senior Vice President and Chief Financial OfficeBest Buy U.S. 5
John Noble 48 Senior Vice President and Chief Financial OfficeBest Buy International 5
Ryan D. Robinson 41 Senior Vice President and Chief Financial OfficeiNew Growth Platforms 5
Susan S. Grafton 50 Vice President, Controller and Chief AccountingiCef 6

Bradbury H. Anderson has been a director since August 1986 and is dlyrear Vice Chairman and Chief Executive Offickle assumed the responsibi
of Chief Executive Officer in June 2002, havingypoeisly served as President and Chief Operatingc@fkince April 1991. He has been employed inowe
capacities with us since 1973. In addition, heasgn the board of the Retail Industry Leaders éiation, as well as on the boards of the Americiém F
Institute, Junior Achievement, Minnesota Public Raahd Waldorf College.

Richard M. Schulzeis a founder of Best Buy. He has been an officerdirector from our inception in 1966 and curremglifChairman of the Board.
Effective in June 2002, he relinquished the dutie€hief Executive Officer. He had been our primtipxecutive officer for more than 30 years. Herighe
board of the University of St. Thomas, chairmaitoExecutive and Institutional Advancement Comesaftand a member of its Board Affairs Committee.
Mr. Schulze is also chairman of the board of thévehsity of St. Thomas Business School.

Allen U. Lenzmeierhas been a director since February 2001 and ismtlyrour Vice Chairman, serving on a part-timei$&s support our international
expansion. Prior to his promotion to his currergippon in 2004, he served in various capacitiesesjoining us in 1984, including as President ah@éeC
Operating Officer from 2002 to 2004, and as Pregidé Best Buy Retail Stores from 2001 to 2002.9deves on the board of UTStarcom, Inc. He is also a
national trustee for the Boys and Girls Clubs ofékita and serves on its Twin Cities board.

Brian J. Dunn was named President and Chief Operating Offic€eioruary 2006. Prior to his promotion to his curigosition, he served as President —
Retail, North America since December 2004. Mr. Djgined us in 1985 and has held positions as Ekerice President, Senior Vice President, Regional
Vice President, regional manager, district managerstore manager.

Robert A. Willett became our Chief Executive Officer — Best Buy Intgional in February 2006. He previously servetbecutive Vice President —
Operations since April 2004. In April 2002, we eged Mr. Willett as a consultant and special advisaur Board on matters relating to operational
efficiency and excellence. Prior to that, he wasglobal managing partner for the retail practicAaenture LLP, a global management consulting,
technology services and outsourcing company, arsdalém a member of its Executive Committee. Mrl&tfibegan his career in store management at
Marks & Spencer P.L.C., a British department stdrain, and has held executive positions at F.W. Wath & Co., a department store chain, as well as
several other retailers in the United Kingdom.

Kevin T. Layden was named President and Chief Operating OfficerestBuy Canada (formerly Future Shop Ltd.) in 1998 responsibility for both our
Canada Best Buy and Future Shop operations. Midémyoined us in 1997 as
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Vice President — Merchandising. Prior to joining e spent approximately 17 years with Circuit Gtgres, Inc., a retailer of consumer electrorsesying
in positions of increasing responsibility, inclugimost recently as assistant vice president andrgemanager for New York.

Shari L. Ballard was named Executive Vice President — Human Ressuauee Legal in December 2004. Ms. Ballard joinethu993 and has held
positions as Senior Vice President, Vice Presidemd,general and assistant store manager.

Thomas C. Healywas named Executive Vice President — Best Buy Ruifiess in December 2004. Mr. Healy joined us @018nd has held positions as
President — Best Buy International, Senior Vicesikient, Regional Vice President, district manager store manager.

Darren R. Jacksonwas named Executive Vice President — Finance anef €Emancial Officer in April 2002. Mr. Jacksonijed us in 2000 as Senior Vice
President — Finance and Treasurer and was pronmi@dief Financial Officer in 2001. Prior to thMr. Jackson served as chief financial officer & Full-
Line Store Division at Nordstrom, Inc., a departir&ore chain, from 1998 to 2000 and as chief fumrofficer of Carson Pirie Scott & Co. Inc., a
department store chain, from 1996 to 1998. A dedipublic accountant (inactive), Mr. Jackson h@ydars of experience in the retail industry. Hevsg as
a director of Advanced Auto Parts, Inc., vice cimgin of the Marquette University board and a dineofcCristo Rey Network.

Timothy D. McGeehanwas named Executive Vice President — Retail Saldsine 2005. Mr. McGeehan joined us in 1988 andhbBlspositions as Senior
Vice President, Regional Vice President, regionahager, district manager and store manager.

Kalendu Patelwas named Executive Vice President — Strategy atatriational in April 2005. Mr. Patel joined us2603 and has held positions as Senior
Vice President and Vice President. Prior to joiniisg Mr. Patel was a partner at Strategos, a gtcatensulting firm. Prior to that, he held variqussitions
with KPMG Consulting Inc. and Courtaulds PLC in theited Kingdom.

Joseph M. Joycewas named Senior Vice President, General Counsehasistant Secretary in 1997. Mr. Joyce joinethus991 as Vice President —
Human Resources and General Counsel. Prior tonpins, Mr. Joyce was with Tonka Corporation, art@ker, having most recently served as vice
president, secretary and general counsel.

James L. Muehlbauerwas named Senior Vice President and Chief Fina@figder — Best Buy U.S. in December 2006. He joins in 2002 and has
served as Senior Vice President — Finance, and Riiesident and Chief Financial Officer — MusiclaRdor to joining us, Mr. Muehlbauer spent 10 years
with The Pillsbury Company, a consumer packagedlg@ompany, where he held various senior-levehfieananagement positions, including vice
president and worldwide controller, vice presideinvperations, divisional finance director, direadd mergers and acquisitions, and director ofrimaaudit.

A certified public accountant (inactive), Mr. Mubhlier spent eight years with Coopers & Lybrand BbB most recently served as a senior manager in the
firm’s audit and consulting practice.

John Noblewas named Senior Vice President and Chief Fina@figder — Best Buy International in May 2006. M\oble joined us in 2002 and has held
positions as Senior Vice President and Chief Firsdu@fficer — Best Buy Canada, and Vice PresidenFi#ance. Prior to joining us, Mr. Noble spent 10
years with The Pillsbury Company, and most recesdlyed as vice president — finance for operations.

Ryan D. Robinsonwas named Senior Vice President and Chief Fina@ffider — New Growth Platforms in December 2006. Robinson joined us in
2002 and has held positions as Senior Vice PresideRinance and Treasurer, and Vice President —arféia and Treasurer. Prior to joining us, he spént 1
years at ABN AMRO Holding N.V., an internationalib@ and most recently served as senior vice praesated director of that financial institution’s Nier
American private-equity activities. Mr. Robinsos@held management positions in ABN AMRO HoldinyRs corporate finance, finance advisory,
acquisitions and asset securitization divisions.

Susan S. Graftorwas named Vice President, Controller and Chief Aotiog Officer in December 2006. Ms. Grafton joineslin 2000 and has held
positions as Vice President — Financial Operatamg Controller, Vice President — Planning and Rertémce Management, Senior Director, and Director.
Prior to joining us, she was with The Pillsbury Gemy and Pitney Bowes, Inc. in numerous financeamedunting positions. Ms. Grafton serves on the
Finance Leaders Council for the National Retaillstdy Leaders Association and the Financial Exgeufiouncil for the National Retail Federation.

Item 4. Submission of Matters to a Vote of Securitydolders.
Not applicable
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.
Market Information

Our common stock is traded on the New York StockHaxge under the ticker symbol BBY. The table bedets forth the high and low sales prices of our
common stock as reported on the New York Stock Brgh — Composite Index during the periods indicated

Sales Price

High Low
Fiscal 2007
First Quarter $ 595( $ 50.4¢
Second Quarter 55.5] 43.51
Third Quarter 58.4¢ 44.5¢
Fourth Quarter 56.6¢ 45.0¢
Fiscal 2006
First Quarter $ 36.9¢ $ 31.9¢
Second Quarter 53.17 36.2(
Third Quarter 50.8¢ 40.4(
Fourth Quarter 56.0( 42.7¢
Holders

As of April 30, 2007, there were 3,683 holderseaxfard of Best Buy common stock.

Dividends

In fiscal 2004, our Board initiated the paymentaaggular quarterly cash dividend, then $0.07 petrnon share per quarter. A quarterly cash divideas
been paid in each subsequent quarter. Effective thé quarterly cash dividend paid in the thirdrtgraof fiscal 2005, we increased our quarterlyhcas
dividend per common share by 10%. Effective with quarterly cash dividend paid in the third quasfeiiscal 2006, we increased our quarterly cash
dividend per common share by 9%, to $0.08 per comshare per quarter. Effective with the quartedsgtrdividend paid in the third quarter of fiscad2p
we increased our quarterly cash dividend per comshame by 25% to $0.10 per common share per quaherpayment of cash dividends is subject to
customary legal and contractual restrictions.

Future dividend payments will depend on our eamiegpital requirements, financial condition antteotffactors considered relevant by our Board.

Purchases of Equity Securities by the Issuer and Aiiated Purchasers

From time to time, we repurchase our common sto¢ké open market pursuant to programs approvexubioard. We may repurchase our common stock
for a variety of reasons, such as acquiring shareffset dilution related to equity-based inceesiyvincluding stock options and our employee spagkhase
plan, and optimizing our capital structure.

In June 2006, our Board authorized a $1.5 billioars repurchase program. The program, which beedffeetive on June 21, 2006, terminated and repla
$1.5 billion share repurchase program authorizedunBoard in April 2005. There is no expirationialgoverning the period over which we can make our
share repurchases under the June 2006 share rapenotogram.

During the fourth quarter of fiscal 2007, we purebd and retired 2.3 million shares at a cost o63illion pursuant to the June 2006 share repuechas
program. At the end of fiscal 2007, $1.2 billiontbé $1.5 billion originally authorized by our Bdawas available for future share repurchases.

We consider several factors in determining whemade share repurchases including, among otherghing cash needs and the market price of our stock
We expect that cash provided by future operatiniyities, as well as available cash and cash edgriNg and short-term investments, will be the sesiaf
funding for our share repurchase program. Basdti@anticipated amounts to be generated from thoseces of funds in relation to the remaining
authorization approved by our Board under the AQ@6 share repurchase program, we do not expedutiiee share repurchases will have a materiahirt
on our short-term or long-term liquidity.
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The following table presents the total number @freb repurchased during the fourth quarter of fi@8@7 by fiscal month, the average price paidgere,
the number of shares that were purchased as papuablicly announced repurchase plan, and theoappate dollar value of shares that may yet be
purchased pursuant to the $1.5 billion share réyase program as of the end of fiscal 2007:

Approximate Dollar

Total Number of Value of Share!
Shares Purchase that May Yet Be
Total Number Average as Part of Publicly Purchased Unde
of Share: Price Paid Announced Plan: the Plans ol

Fiscal Period Purchasec per Share or Programs(l) Programs )
November 26, 2006, through December 30, z 1,692,80! $ 49.41 1,692,801 $ 1,265,000,00
December 31, 2006, through January 27, 2007 649,97 49.21 649,97 1,233,000,00
January 28, 2007, through March 3, 2007 — — — 1,233,000,00
Total Fiscal 2007 Fourth Quarter 2,342,78: $ 49.3¢ 2,342,78. $ 1,233,000,00

@ Pursuant to a $1.5 billion share repurchase programounced on June 21, 2006. There is no expirdate governing the period over which we can makeshare
repurchases under the June 2006 share repurctagam: The June 2006 share repurchase programmtiadiand replaced a $1.5 billion share repurcpasgam
announced on April 27, 2005.

Additional information regarding our share repusgh@rogram is included in théquidity and Capital Resources1dOutlook for Fiscal 2008ections of
Managemer's Discussion and Analysis of Financial ConditiamdaResults of Operationsncluded as Item 7 of this Annual Report on FAi0aK.

Securities Authorized for Issuance Under Equity Corpensation Plans

The following table provides information about BBsty Common Stock that may be issued under outtyegampensation plans as of March 3, 2007.

Weighted

Securities to Be Issue Average Securities
Upon Exercise 0 Exercise Price Available for

Outstanding Future )

Plan Category Options per Share® Issuance?
Equity compensation plans approved by security drsi@ 31,376,98¥ ¢ 3581 11,911,86
Equity compensation plans not approved by sechdtgers® 11,25( 34.4¢ NA
Total 31,388,23 $ 35.81 11,911,86

@ Includes weighted average exercise pricautdtanding stock options only.
@ Includes 3,978,674 shares of Best Buy Common Sidikh have been reserved for issuance under theBRgsCo., Inc. 2003 Employee Stock Purchase Plan.

@ Includes the 1994 Full-Time Non-Qualified Stock ©@ptPlan, the 1997 Directors’ Non-Qualified Stocftion Plan, the 1997 Employee N@ualified Stock Option Pla
the Assumed Musicland 1998 Stock Incentive Plag 2000 Restricted Stock Award Plan, and the 2004iBus Stock and Incentive Plan.

@ Includes grants of stock options and performanseth@nd time-based restricted stock.

® Represents non-plan options issued to one of eouive officers in 2002 in consideration of hisvéee to the Board prior to his employment with BBsy.
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Best Buy Stock Comparative Performance Graph

The information contained in this Best Buy Stock@arative Performance Graph section shall not bended to be “soliciting material” or “filed” or
incorporated by reference in future filings wittetSEC, or subject to the liabilities of Sectionof&he Securities Exchange Act of 1934, exceptea@xktent

that we specifically incorporate it by referencéoim document filed under the Securities Act 0f31@3the Securities Exchange Act of 1934.

The graph below compares the cumulative total $iedder return on Best Buy common stock for the fiast fiscal years with the cumulative total retunm
the Standard & Poor’s 500 Index (“S&P 500"), of aiwe are a component, and the Standard & PootaillRg Group Industry Index (“S&P Retailing
Group”), of which we are a component. The S&P Hie@iGroup is a capitalization-weighted index ofhustic equities traded on the NYSE, the American

Stock Exchange and NASDAQ, and includes high-chpétéon stocks representing the retail sectohef $&P 500.

The graph assumes an investment of $100 at the ofdsading on March 1, 2002, the last trading diffscal 2002, in Best Buy common stock, the S&®

and the S&P Retailing Group.

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN*
Among Best Buy Co., Inc., the S&P 500 Index
and the S&P Retailing Group
5200 -
$180 -
$160 -
$140 -
$120 -
$100

$80 |
560 -
$40 4
520
s0 . : ; ; ;
EY02 FY03 FY04 FY05 FYO08& EYO7
—&— Best Buy Co., Inc. —A— S&P 500 - - Q- - S&P Retailing Group
FY02 FY03 FY04 FY05 FY06 FYO7
Best Buy Co., Inc. 100.0C 64.1C 118.2¢ 115.6¢ 182.7¢ 157.82
S&P 500 100.0C 77.32 107.1C 114.57 124.2( 139.07
S&P Retailing Group 100.0(C 69.4% 105.4: 113.2¢ 124.0¢ 137.12
* Cumulative Total Return assumes dividend reinvestme

Source: Research Data Group, Inc.
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Item 6. Selected Financial Data.

The following table presents our selected finand&h. The table should be read in conjunction Wiim 7,Management’s Discussion and Analysis of
Financial Condition and Results of Operatic, and Item 8Financial Statements and Supplementary Daththis Annual Report on Form 10-K. Certain
prior-year amounts have been reclassified to comtorthe current-year presentation. In fiscal 2004 sold our interest in Musicland. All fiscal ysar
presented reflect the classification of Musiclarfiiancial results as discontinued operations.

Five-Year Financial Highlights

$ in millions, except per share amounts

Fiscal Year 2007 200€® 200=®) 200¢ 2003
Consolidated Statements of Earnings Dat
Revenue $ 3593¢ $ 30,84t $ 2743: $ 24,54t $ 20,94:
Operating incom: 1,99¢ 1,64¢ 1,442 1,30¢ 1,01(
Earnings from continuing operatio 1,37% 1,14(C 934 80C 622
Loss from discontinued operations, net of — — — (29 (447)
Gain (loss) on disposal of discontinued operatiors of tax — — 50 (66) —
Cumulative effect of change in accounting principleet of tay® — — — — (82
Net earnings 1,377 1,14(C 984 70E 99
Per Share Data®
Continting operations $ 27¢$ 221$ 18 $ 161 $  1.27
Discontinued operatior — — — (0.06) (0.89)
Gain (loss) on disposal of discontinued operat — — 0.1C (0.13) —
Cumulative effect of accounting chang — — — — (0.16)
Net earnings 2.7¢ 2.27 1.9¢ 1.4z 0.2C
Cash dividends declared and p 0.3€ 0.31 0.2¢ 0.27 —
Common stock price
High 59.5( 56.0( 41.4% 41.8( 35.8¢
Low 43.51 31.9¢ 29.2¢ 17.0z 11.3:
Operating Statistics
Comparable store sales g® 5.C% 4.2% 4.2% 7.1% 2.4%
Gross profit rate 24.4% 25.(% 23.7% 23.% 23.€%
Selling, general and administrative expenses 18.8% 19.7% 18.4% 18.6% 18.8%
Operating income rai 5.6% 5.3% 5.3% 5.3% 4.8%
Year-End Data
Current ratic()® 1.4 1.3 1.4 1.3 1.3
Total assets $ 1357C $ 11,86¢ $ 1029« $ 865: $ 7,60
Debt, including current portio® 65C 59¢€ 60C 85C 834
Total shareholde’ equity 6,201 5,257 4,44¢ 3,42: 2,73(
Number of store
Domestic 86¢ 774 694 631 567
Internationa 304 167 144 127 112
Total 1,172 941 83¢€ 75€ 67¢
Retail square footage (00C
Domestic 33,95¢ 30,82¢ 28,46t 26,64( 24.,43:
Internationa 7,92¢ 3,56¢ 3,13¢ 2,80(C 2,37t
Total 41,88t 34,39( 31,60¢ 29,44( 26,807

@ Fiscal 2007 included 53 weeks. All other periodsspnted included 52 weeks.

@ In the first quarter of fiscal 2006, we early-adapthe fair value recognition provisions of Statatvef Financial Accounting Standards (“SFAS”)
No. 123 (revised 20045hare-Based Paymefii23(R)"), requiring us to recognize expense i the fair value of our stock-based compensatio
awards. We elected the modified prospective tremmsinethod as permitted by SFAS No. 123(R) andpmtiegly, financial results for years prior to
fiscal 2006 have not been restated. Stock-basegeasation expense in fiscal 2007 and 2006 was @821 net of tax) and $132 ($87 net of tax),
respectively. Stock-based compensation expensgmezal in our financial results for years prioffiszal 2006 was not significant.

Footnotes continue on next page.
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$ in millions, except per share amounts

(footnotes continued)

®)

4)

®)

(6)

—~

7)

®)

During the fourth quarter of fiscal 2005, followiagreview of our lease accounting practices, wertdsd a cumulative charge of $36 pag-($23 net ¢
tax) to correct our accounting for certain opeatease matters. Additionally, during the same muawe established a sales return liability which
reduced gross profit by $15 ptax ($10 net of tax). Further, in fiscal 2005 weagnized a $50 tax benefit related to the reveraaluation allowance
on deferred tax assets as a result of the favorabt@ution of outstanding tax matters with thetnal Revenue Service regarding the dispositiaruof
interest in Musicland. The tax benefit was classifas discontinued operations.

Effective on March 3, 2002, we adopted SFAS No., Btibdwill and Other Intangible AssefBuring fiscal 2003, we completed the required goddw
impairment testing and recognized an after-taxcash impairment charge of $40 that was reflectenlirfiscal 2003 financial results as a cumulative
effect of a change in accounting principle. Alsteefive on March 3, 2002, we changed our methaakcobunting for vendor allowances in accordance
with Emerging Issues Task Force (“EITF”) Issue R®-16,Accounting by a Reseller for Cash ConsiderationeRexl from a VendoiThe change
resulted in an after-tax, noncash charge of $4Patlsa was reflected in our fiscal 2003 financegults as a cumulative effect of a change in adawyn
principle.

Earnings per share is presented on a diluted badiseflects three-for-two stock splits effectedirgust 2005 and May 2002.

Comprised of revenue at stores and Web sites apgifar at least 14 full months, as well as remedednd expanded locations. Relocated stores are
excluded from the comparable store sales calculatntil at least 14 full months after reopeninggBiced stores are included in the comparable store
sales calculation beginning with the first full qiga following the first anniversary of the dateaafquisition. The calculation of the comparableesto
sales percentage gain excludes the effect of fitictus in foreign currency exchange rates. All caraple store sales percentage calculations reftect
equal number of weeks. The method of calculatirgmarable store sales varies across the retail jduss a result, our method of calculating
comparable store sales may not be the same asrethiers’ methods.

During fiscal 2004, we refined our methodology ¢atculating our comparable store sales percentaipetg reflect the impact of non-point-of-sale
(non-POS) revenue transactions. We refined our eoafye store sales calculation in light of charigemur business. Previously, our comparable store
sales calculation was based on store POS revehaecdmparable store sales percentage gains fat 8807, 2006, 2005 and 2004 have been com,
using the refined methodology. The comparable stales percentage gain for fiscal 2003 has not bemputed using the refined methodology.
Refining the methodology for calculating our conglde store sales percentage gain did not impaetqusly reported revenue, net earnings or cash
flows.

Includes both continuing and discontinued operation

The current ratio is calculated by dividing totatent assets by total current liabilities.
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Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

We believe transparency and clarity are the pringaals of successful financial reporting. We ren@mmitted to increasing the transparency of our
financial reporting, providing our shareholdershwitformative financial disclosures and presentingaccurate view of our financial position and agiag
results.

In accordance with Section 404 of the SarbanesyOxé of 2002, our management, including our Clagécutive Officer and Chief Financial Officer,
conducted an evaluation of our internal controlrdirencial reporting and concluded that such adntras effective as of March 3, 2007. In additioar
independent registered public accounting firm esged an unqualified opinion on management’'s assggohthe effectiveness of our internal contradiov
financial reporting. Management'’s report on theeti’eness of our internal control over financegarting and the related report of our independent
registered public accounting firm are includedtemi 8,Financial Statements and Supplementary Dafdhis Annual Report on Form 10-K.

Management’s Discussion and Analysis of Financ@dition and Results of Operations (“MD&A”) is dgeed to provide a reader of our financial
statements with a narrative from the perspectiveunfimanagement on our financial condition, resafltsperations, liquidity and certain other facttirat
may affect our future results. Our MD&A is presehie nine sections:

* Overview

* Business Strategy and Core Philosophies

* Results of Operations

« Liquidity and Capital Resources

« Off-Balance-Sheet Arrangements and Contractualgabbns
« Critical Accounting Estimates

* New Accounting Standards

» Outlook for Fiscal 2008

* Subsequent Event

We believe our MD&A should be read in conjunctioithithe Consolidated Financial Statements andeélBiotes included in Item &jnancial Statements
and Supplementary Dataf this Annual Report on Form 10-K.

Our fiscal year ends on the Saturday nearest th@ERebruary. Fiscal 2007 included 53 weeks, wérerrir fiscal 2006 and 2005 each included 52 weeks.

Unless otherwise noted, this MD&A relates only ésults from continuing operations. Fiscal 2005t the classification of Musiclarsdfinancial results ¢
discontinued operations.

Overview
Best Buy Co., Inc. is a specialty retailer of cangu electronics, home-office products, entertairnsefiware, appliances and related services.

We operate two reportable segments: Domestic aedniational. The Domestic segment is comprisedl &f.8. store and online operations, including Best
Buy, Geek Squad, Magnolia Audio Video and PacifiteS. U.S. Best Buy stores offer a wide varietgaisumer electronics, home-office products,
entertainment software, appliances and relatedcssrvoperating 822 stores in 49 states and thieidisf Columbia at the end of fiscal 2007. Geeju&d
offers residential and commercial computer reaipport and installation services in all U.S. B#sy stores and 12 stand-alone stores at the efistcaf

2007. Magnolia Audio Video stores offer high-endiauand video products and related services fromt@fes located in California, Washington and Onego
at the end of fiscal 2007. Pacific Sales storesrdfigh-end home-improvement products, appliannds@lated services, operating 14 stores in Somther
California at the end of fiscal 2007. We acquiredifc Sales in the first quarter of fiscal 2007.

The International segment is comprised of all Cargtdre and online operations, including Best Bugure Shop and Geek Squad, as well as all Chime st
and online operations, including Best Buy, Fiver 8tad Geek Squad. We acquired a 75% interest ia &iar in the second quarter of fiscal 2007. Wenege
our first Best Buy store in China on December ZB)& Our International segment offers productsserdices similar to our Domestic segment’s offesing
However, Canada Best Buy stores do not carry ap® Further, Five Star stores and our China Begtstore do not carry entertainment software.hét t
end of fiscal 2007, we operated 47 Canada BestsBargs in Ontario, Quebec, Alberta, British Coluatilanitoba and Saskatchewan; 121 Future Shop
stores throughout all of Canada’s provinces; 1¥& Star stores located in seven of China’s 34 po®s; and one China Best Buy store in Shanghai.
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In support of our retail store operations, we algerate Web sites for each of our brands (BestBuy, 8estBuyCanada.ca, BestBuy.com.cn, Five-Star.cn,
FutureShop.ca, GeekSquad.com, GeekSquad.ca, Magkotiom and PacificSales.com).

Our business, like that of many retailers, is seakdistorically, we have realized more of oureeue and earnings in the fiscal fourth quarterctvhi
includes the majority of the holiday selling seasothe United States and Canada, than in any @@ quarter. The timing of new-store openirggssts
associated with the development of new businessasgll as general economic conditions may alsecaéiur future quarterly results.

Acquisitions
Pacific Sales Kitchen and Bath Centers, |

On March 7, 2006, we acquired all of the commoglstaf Pacific Sales for $411 million, or $408 nuoli, net of cash acquired, including transactioniscos
We acquired Pacific Sales, a high-end home-impr@rgrand appliance retailer, to enhance our altditgrow with an affluent customer base and premium
brands using a proven and successful showroom fotstiéizing the existing store format, we expeatetxpand the number of stores in order to capéaiiz

the expanding high-end segment of the U.S. apmiamarket. At March 3, 2007, Pacific Sales operatedhowrooms in Southern California and contributed
revenue of $296 million to our consolidated finahcesults in fiscal 2007.

Jiangsu Five Star Appliance Co., L

On June 8, 2006, we acquired a 75% interest in &tae for $184 million, including a working capiiajection of $122 million and transaction costie~
Star is one of China’s largest appliance and coesutectronics retailers, with 135 stores locateskiven of China’s 34 provinces. We made the invest
in Five Star to further our international growtlaps, to increase our knowledge of Chinese custoamet$o obtain an immediate retail presence in &hin

Five Star employs a business model that carriéggnifisantly lower gross profit rate and a signéitly lower selling, general and administrative enxges
(“SG&A") rate than our other operations. Consisteith China’s statutory requirements, Five Staissdl year ends on December 31. Therefore, we have
elected to consolidate Five Star’s financial resalt a two-month lag. Five Star’s operations ferpkriod of June 8, 2006, through December 31,,2006
contributed revenue of $563 million to our consal&t financial results in fiscal 2007.

Financial Reporting Changes

To maintain consistency with our accounting polciee reclassified selected balances from recedgabl cash and cash equivalents in our February 25,
2006, consolidated balance sheet. This reclastdithad no effect on previously reported operathugme, net earnings or shareholders’ equity.

In November 2005, the Financial Accounting Standddard (“FASB”) issued Staff Position (“FSP”) NeAS 123(R)-3Transition Election Related to
Accounting for Tax Effects of Sh-Based Payment Awardduring the third quarter of fiscal 2007, we electeddopt the alternative transition method
provided in FSP No. FAS 123(R)-3 for calculating thx effects of stock-based compensation. Thenaltiee transition method includes simplified meateo
to determine the beginning balance of the additipaal-in capital (“APIC”) pool related to the taffects of stock-based compensation, and to deterthie
subsequent impact on the APIC pool and the stateaf@ash flows of the tax effects of stock-basedrals that were fully vested and outstanding upen t
adoption of Statement of Financial Accounting Stadd (“SFAS”) No. 123(R)$hare-Based Payment

In accordance with SFAS No. 154¢counting Changes and Error Correctiotise change in accounting principle related to aapdion of the alternative
transition method has been applied retrospectitoebur fiscal 2006 consolidated statement of ckshs. The effect on the consolidated statementshc
flows was a decrease in operating activities witlotisetting increase in financing activities of2§aillion in fiscal 2006. The adoption of FSP N&A$ 123
(R)-3 did not have an impact on our operating inepnet earnings or shareholders’ equity.

Business Strategy and Core Philosophies

Our business, broadly defined, is about meetinghéegls and wants of consumers, not all of whicltanéined to consumer electronics. We believe tliat
assets position us to solve more customer probileamsever. Specifically, our assets include 140€fi§aged employees; valuable relationships witll@en
all over the world; emerging relationships with qanies like Accenture, Apple and Car Phone Waratjarsd all of the other mutually enriching business
relationships that our people continue to estaldish develop wherever we go, from Asia to Silicaill®y.
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We also have a sizeable cash balance. All of tassets are at our disposal as we envision how deglpen our relationships with customers and iserea
shareholder value.

Our business strategy is customer centricity. Wmdeustomer centricity through its parts, whicé @all our three core philosophies: inviting oumpéoyees
to contribute their unique ideas and experiencagivice of customers; treating customers unigaety honoring their differences; and meeting custsme
unique needs, end-to-end.

We start with a view of all of our customers, irdihg what their problems are and what their desires We try to match that against everything wavkn
about the solutions that now exist, or that coddieated. Then we figure out how to get custotiersight solutions by using our employees’ unique
capabilities, as well as our network of vendors emt$ide partners. If we accomplish what we hav@seto do, we believe these solutions may give us
something unique in the marketplace, and somethirg differentiated.

Mass merchants, direct sellers, other specialgjilees and online retailers are increasingly irge¥é in our product categories because of risimgashel. We
believe that by understanding our customers betser our competitors do, and by inspiring our ery@és to have richer interactions with customerscare
differentiate ourselves and compete more effegtivéle further believe that this strategy can beessful for us with a variety of products and s&asj stor
formats, customer groups and even countries.

Our customer centricity strategy provides the framord to grow and further enhance our businesserfikure. Examples of new growth areas so far have
included our dual brand strategy in Canada, ouridhg Home Theater store-within-a-store, our Gegla® services business, our acquisition of Pacific
Sales, and our entry into China last year withRive Star acquisition and the opening of our f8est Buy store in Shanghai.

Profitably Scaling Customer Centricity
In fiscal 2007, we had six key priorities aimedealing customer centricity.

First, we implemented a single, customer-centrigrafing model at all U.S. Best Buy stores and ectirporate campus. Moving to a single operatingeho
eliminated redundant work and allowed us to redeplar efforts to support growth areas. In the camjiaar, we plan to continue this work by refinihg t
store operating model.

Second, we opened 80 new U.S. Best Buy storesadetianearly 200 Magnolia Home Theater locationslénsew and existing U.S. Best Buy stores, taking
advantage of rising consumer interest in flat-pdné. We also enhanced the home theater area @& than 130 additional new and existing U.S. Best Bu
stores. We gained market share in flat-panel T¥sylaar due in part to these investments. Additiboene theater investments are planned for the mgmi
year so we can serve a broader array of needs.

Third, we built our small business capabilities. Wéeled Best Buy For Business locations to nearlyl2@. Best Buy stores, and trained more than 500
Microsoft-certified professionals by year-end. Warpto continue to grow this business in the conyiegr by adding capabilities in Voice over Internet
Protocol (VOIP), through our acquisition of Spealednc. (“Speakeasy”). We believe this acquisitso will improve our ability to form strong
relationships with small business customers, aomers wish to save on their telecommunicationsscarsd have a single source for their technologgse

Fourth, we grew our services business by driviragipctivity improvements in computer services anthédheater installation. We implemented new
scheduling, routing and dispatch tools; launchedrdaralized repair facility (called Geek Squad Lignd began a move to test a market-based apptoach
home visits and gained economies of scale. Indh&ry year, we hope to accelerate the growth oewices business, particularly our home theater
installation business, based on consumer demand.

Fifth, we began to enhance our ability to providenplete solutions to customers. Our stores and $iteb need better tools and capabilities for dbsgi
demonstrating and selling solutions such as digitasic subscriptions, digital cable and voice duaggrnet telephony. We made modest progress iratieia
during the year and plan to accelerate this wotkéncoming year, starting with the infrastructtoesupport ongoing subscription relationships.

Sixth, we have embarked on a controlled internafignowth strategy, beginning with China, wherehase operated sourcing offices for over three years
Through our acquisition of Five Star, we expandedretail footprint into China. We also opened fitgt Best Buy store in China, an 80,000-squard-foo
store located in Shanghai. We anticipate advanmimgnternational growth strategy by opening twahee additional Best Buy stores in China
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within the next 12 to 18 months, and by openingdtsres in Mexico and Turkey, also within the ngXtto 18 months.

Results of Operations

Fiscal 2007 Summary

Net earnings in fiscal 2007 increased 21% to $illiém or $2.79 per diluted share, compared withl$billion, or $2.27 per diluted share, in fis2@06.
The increase was driven by revenue growth, inclyittie addition of new stores during fiscal 2007 armbmparable store sales gain of 5.0%, and a
decrease in our SG&A rate. These factors wereghgroffset by a decrease in our gross profit eatd a higher effective income tax rate.

Revenue in fiscal 2007 increased 16% to $35.%hbillThe increase reflected market share gains asddviven by the addition of new Best Buy and
Future Shop stores during fiscal 2007, a full yafarevenue from stores added in fiscal 2006, a &cO#bparable store sales increase, and the acqugsib
Five Star and Pacific Sales. The remainder ofrtbeease was due primarily to the inclusion of ameeweek of business in fiscal 2007 and the faverab
effect of fluctuations in foreign currency exchamgtes.

Our gross profit rate in fiscal 2007 decreased.Bydof revenue to 24.4% of revenue. The decreasedwa primarily to a lower-margin revenue mix,
including increased revenue from notebook computedsvideo gaming hardware. Also contributing ® decrease, in order of impact, were a more
promotional environment in the consumer electroaind home-office product groups, and the inclusibour China operations for a portion of the year.

Our SG&A rate in fiscal 2007 decreased by 0.9%egEnue to 18.8% of revenue. The decrease was dunarjly to the leveraging effect of the 16%
growth in revenue and reduced performance-basethiive compensation. Also contributing to the daseein our SG&A rate in fiscal 2007, in order of
impact, were controlled expenses related to oategic initiatives and expense reduction efforteese factors were partially offset by increaseceasps
related to asset impairments, litigation and bussrdosure costs.

Net earnings in fiscal 2007 included income of &#illion ($13 million net of tax, or $0.03 per diad share) related to the gain from the sale of our
investment in Golf Galaxy, Inc. In addition, netrdags in fiscal 2007 included income of $19 mitligh12 million net of tax, or $0.02 per diluted sja
related to additional recognition of gift card tkage (gift cards sold where the likelihood of tfife card being redeemed by the customer is remotey).
gift card breakage was recorded as a result ofm@tang our legal obligation to remit the valuewfredeemed gift cards to certain states not refteict
our initial fiscal 2006 gift card breakage recogmit

During fiscal 2007, we added Magnolia Home Theaiems to nearly 200 new and existing U.S. Best Bagtions, bringing the total number of
Magnolia Home Theater rooms inside U.S. Best Bayestto more than 300 at the end of fiscal 2007.

Effective with the cash dividend paid in the thipgarter of fiscal 2007, we increased our quartesish dividend per common share by 25%, to $0.10 per
common share. During fiscal 2007, we made fourddind payments totaling $0.36 per common sharel ™ #illion in the aggregate.

During fiscal 2007, we purchased and retired 11ilBam shares of our common stock at a cost of $&8iflon pursuant to our share repurchase programs.

In fiscal 2007, we and The Best Buy Children’s Fdafion contributed approximately $25 million tod&communities. The Best Buy Children’s
Foundation supports educational programs thatiiategnd leverage today’s technology.
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Consolidated Results

The following table presents selected consolidéitethcial data for each of the past three fiscalrg€$ in millions, except per share amounts):

Consolidated Performance Summary 2007 200¢€ 200:@
Revenue $ 3593: $ 30,84¢ $ 27,43
Total revenue gain % 16% 12% 12%
Comparable store sales % g&in 5.(% 4.5% 4.3%
Gross profit as % of revenue 24 L% 25.(% 23.7%
SG&A as % of revenue 18.8% 19.7% 18.2%
Operating income $ 199¢ $ 1,64 $ 1,44
Operating income as % of revenue 5.€% 5.2% 5.3%
Earnings from continuing operations $ 1377 $ 1,14C $ 934
Gain on disposal of discontinued operations, néaof $ — $ — $ 50
Net earning: $ 1377 $ 1124C % 984
Diluted earnings per share — continuing operations $ 27¢ % 221 $ 1.8€
Diluted earnings per share $ 27¢ % 227 % 1.9¢

Note: All periods presented reflect the classifmabf Musiclan(s financial results as discontinued operations.

@ Fiscal 2007 included 53 weeks. Fiscal 2006 and 22@% included 52 weeks.

@ During the fourth quarter of fiscal 2005, followiagreview of our lease accounting practices, wertid a cumulative pre-tax charge of $36 ($23 g or $0.05 per
diluted share) to correct our accounting for cert@erating lease matters. Additionally, we estdigld a sales return liability which reduced revemu865 and gross pro
by $15 ($10 net of tax, or $0.02 per diluted shaf@&)ally, based on the favorable resolution ofstariding tax matters with the Internal Revenue iBemegarding the
disposition of our interest in Musicland, we recedida $50 tax benefit. The tax benefit is includedain on disposal of discontinued operations.

@ Comprised of revenue at store and Web sites opegré&dr at least 14 full months, as well as remod@ed expanded locations. Relocated stores aradedtifrom the
comparable store sales calculation until at ledgull months after reopening. Acquired storesiacduded in the comparable store sales calculdigginning with the firs
full quarter following the first anniversary of tldate of acquisition. The calculation of the conabiée store sales percentage gain excludes the efféuctuations in
foreign currency exchange rates. All comparableessales percentage calculations reflect an equaber of weeks. The method of calculating comparatire sales
varies across the retail industry. As a result,;mathod of calculating comparable store sales noay@ the same as other retailers’ methods.

Continuing Operations
Fiscal 2007 Results Compared With Fiscal 2006

Fiscal 2007 net earnings were $1.4 billion, or $2@r diluted share, compared with $1.1 billion$ar27 per diluted share, in fiscal 2006. The iaseewas
driven by revenue growth, including the additiomefv stores during fiscal 2007 and a comparable s@les gain of 5.0%, and a decrease in our SGEA r
These factors were partially offset by a decreasmir gross profit rate and a higher effective medax rate. Net earnings in fiscal 2007 also hestefrom
net interest income of $111 million, compared wiét interest income of $77 million in the priorcis year.

Revenue in fiscal 2007 increased 16% to $35.9billcompared with $30.8 billion in fiscal 2006. Tiherease resulted primarily from the addition @freew
Best Buy and Future Shop stores during fiscal 2@du|l year of revenue from new stores addedsodi 2006, a 5.0% comparable store sales gairthend
acquisitions of Five Star and Pacific Sales. Timaiader of the revenue increase was due primaritizé inclusion of an extra week of business iodfis
2007, the favorable effect of fluctuations in fgmreicurrency exchange rates and income relatedrtadalitional recognition of gift card breakage. The
addition of new Best Buy and Future Shop storesdithe past two fiscal years accounted for nefay-tenths of the revenue increase in fiscal 200&;
comparable store sales gain accounted for thrabst@f the revenue increase; the acquisitionsd Bitar and Pacific Sales accounted for nearlytemtihs
of the revenue increase; the inclusion of an extrak of business in fiscal 2007 accounted for @mehtof the revenue increase; and the remaindiveof
revenue increase was due to the favorable effetuafiations in foreign currency exchange ratssyall as income related to our additional recagnibf
gift card breakage.

Our comparable store sales gain in fiscal 2007 fiteddrom a higher average transaction amountedriby the continued growth in higher-ticket items,
including flat-panel

32




televisions and notebook computers. In additiomgarable store sales were driven by continued mestademand for and the increased affordabilitthebt
products, as strong unit volume growth was somewhaéd by declines in average selling prices. Retsdiiaving the largest impact on our fiscal 2007
comparable store sales gain included flat-paneVigibns, notebook computers, video gaming and pIRgers and accessories. An increase in online
purchases also contributed to the fiscal 2007 coafgba store sales gain, as we continued to addrssatind capabilities to our Web sites. Revenua fyor
online operations increased approximately 36%scafi 2007 and added to the overall comparable sties increase.

Our gross profit rate in fiscal 2007 decreased .By0of revenue to 24.4% of revenue. The decreasedwa primarily to a lower-margin revenue mix,
including increased revenue from notebook compuedsvideo gaming hardware. Also contributing ® decrease, in order of impact, were a more
promotional environment in the consumer electroaind home-office product groups, and the inclusibour China operations for a portion of the y&aunr
China operations, which carry a significantly lowgeoss profit rate than our other operations, redwur gross profit rate in fiscal 2007 by approatiefy
0.2% of revenue.

Our SG&A rate in fiscal 2007 decreased by 0.9%eoEnue to 18.8% of revenue. The decrease was doariby to the leveraging effect of the 16% growth
in revenue and reduced performance-based incestivgpensation. Also contributing to the decreaserder of impact, were controlled expenses reltied
our strategic initiatives and expense reductioaresf Our China operations, which carry a signiftbalower SG&A rate than our other operations,used
our SG&A rate by approximately 0.1% of revenueigtdl 2007. These factors were partially offseekpenses related to increased asset impairments,
litigation and business closure costs.

Because retailers do not uniformly record costsp&rating their supply chain between cost of gamdd and SG&A, our gross profit rate and SG&A rate
may not be comparable to other retailers’ corredpanrates. For additional information regardingtscclassified in cost of goods sold and SG&A, rede
Note 1,Summary of Significant Accounting Policjesf the Notes to Consolidated Financial Statemént¢tuded in Item 8Financials Statements and
Supplementary Dataof this Annual Report on Form 10-K.

Fiscal 2006 Results Compared With Fiscal 2005

Fiscal 2006 earnings from continuing operationsen&t.1 billion, or $2.27 per diluted share, comgaméih $934 million, or $1.86 per diluted sharefigcal
2005. The increase was driven primarily by revegnasvth, including the addition of new stores durfisgal 2006 and a comparable store sales gairBéb4
and a significant increase in our gross profit.rateese factors were partially offset by an incesasour SG&A expenses. In addition, earnings from
continuing operations in fiscal 2006 benefited froet interest income of $77 million, compared with interest income of $1 million in fiscal 2005 daa
lower effective income tax rate.

Revenue in fiscal 2006 increased 12% to $30.8hbillcompared with $27.4 billion in fiscal 2005. Tiherease resulted from the addition of 103 stores
fiscal 2006, a full year of revenue from new staadded in fiscal 2005, a 4.9% comparable stores gglin and the favorable effect of fluctuation$oireign
currency exchange rates. The addition of new stwesg the past two fiscal years accounted forentban one-half of the revenue increase in fis6862
The comparable store sales gain accounted forynieanl-tenths of the revenue increase, and the irefeaof the revenue increase was due primarithé¢o
favorable effect of fluctuations in foreign currgrexchange rates, as well as income related tindial recognition of gift card breakage.

We believe our comparable store sales gain inlf@@6 benefited from continued demand for thestatechnologies and advanced product features. In
addition, the increased affordability of consumlectonics products contributed to the comparatieessales gain. Products having the largest impactur
fiscal 2006 comparable store sales gain includsepthnel televisions, MP3 players and accessar@spook computers, digital cameras and accessonigs
video gaming hardware. Flat-panel television salee very strong as unit volume growth and incréaseeen size more than offset declines in theageer
selling prices of these products. MP3 products g&swerated strong comparable store sales gainstmers continue to adopt, upgrade and add ac@Esso
to digital music players.

Our gross profit rate in fiscal 2006 increased 874 of revenue to 25.0% of revenue. The increasedsisen by the continued transformation of ourgyp
chain, which enabled us to improve margins thrdogfer product costs, more effective pricing strégegnd increased sales of higher-margin services;
private-label products. We
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also benefited from better product transition mamagnt and a more stable promotional environment.

Our SG&A rate in fiscal 2006 increased by 1.3%eavanue to 19.7% of revenue. The increase was dwefily to increased performance-based incentive
compensation resulting from our strong financiaf@enance; a growing number of stores operatingeutige higher-cost, customeentric labor model; cos
associated with supporting our services businedgtanabsence of favorable settlements with twditoard companies as recognized in fiscal 2008s€h
factors were partially offset by expense leveraggeiiting from a higher revenue base, as well aaltsence of charges recognized in fiscal 2005rt@cooul
accounting for leases and to settle litigation. Thange in our accounting for stock-based compmsiicreased our fiscal 2006 SG&A rate by
approximately 0.4% of revenue compared with therdiscal year.

Segment Performance
Domestic

The following table presents selected financiahdat our Domestic segment for each of the pasetfiscal years ($ in millions):

Domestic Segment Performance Summary (unaudite( 2007V 200¢€ 200¢
Revenue $ 31,031 $ 27,38 $ 24,61¢
Total revenue gain % 13% 11% 11%
Comparable store sales % g&in 4.1% 5.1% 4.4%
Gross profit as % of revenue 24.% 25.2% 23.8%
SG&A as % of revenue 18.8% 19.5% 18.2%
Operating income $ 1,88¢ $ 1,58 $ 1,392
Operating income as % of revenue 6.1% 5.8% 5.7%

@ Fiscal 2007 included 53 weeks. Fiscal 2006 and 22@h included 52 weeks.

@ Comprised of revenue at store and Web sites opegré&dr at least 14 full months, as well as remod@led expanded locations. Relocated stores aradedtifrom the
comparable store sales calculation until at leddull months after reopening. Acquired storesiaotuded in the comparable store sales calculdieginning with the firs
full quarter following the first anniversary of tldate of acquisition. All comparable store salesg@etage calculations reflect an equal number @kweThe method of
calculating comparable store sales varies acreseethil industry. As a result, our method of cidting comparable store sales may not be the samthar retailers’
methods.

In fiscal 2007, our Domestic segment’s operatirgpime was $1.9 billion, or 6.1% of revenue, compavitd $1.6 billion, or 5.8% of revenue, in fiscd)(6.
The Domestic segment’s operating income rate gafi2007 benefited from revenue gains, includirggatidition of 80 new Best Buy stores during fiscal
2007 and a 4.1% comparable store sales increade, decrease in the SG&A rate, partially offsetlijecrease in the gross profit rate.

Our Domestic segmerstrevenue in fiscal 2007 increased 13% to $31li@hilThe addition of new stores during the pasi fiscal years accounted for nee
one-half of the revenue increase in fiscal 200¥,186 comparable store sales gain accounted fooajppately three-tenths of the revenue increase; the
inclusion of an extra week of business in fiscdd2@ccounted for over one-tenth of the revenueeass; and the remainder of the revenue increasdweas
primarily to the acquisition of Pacific Sales andome related to our additional recognition of gétd breakage.

Our Domestic segment’s comparable store salesigéiscal 2007 benefited from a higher averagedaation amount driven by the continued growth in
higher-ticket items, including flat-panel televis®and notebook computers. Also contributing tdfigeal 2007 comparable store sales gain was arase
in online purchases, as we continued to add fea@md capabilities to our Web sites. Revenue franDmmestic segment’s online operations increased
approximately 39% in fiscal 2007 and added to therall comparable store sales increase.

Our Domestic segment’s consumer electronics proghaetp posted an 8.7% comparable store salesméistal 2007, driven by sales of flat-panel
televisions and MP3 players and accessories, [haniffset by declines in tube and projection téstons. Comparable store sales gains from flatfpane
television unit-volume growth and increased scigea were somewhat muted by declines in averagiegetices.
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A 3.0% comparable store sales gain in our Domesiigment’s entertainment software product groupduasprimarily to sales growth in video gaming,
driven by the increased affordability of existinligtforms, as well as the launches of Sony Playsta8iand Nintendo Wii. The comparable store sadéissg
were partially offset by continued softness in salenew music and movie releases.

Our Domestic segment’s home-office product grogorded a 0.5% comparable store sales decreaseat 007, driven primarily by declines in desktop
computers and printers. The comparable store daldimes were partially offset by growth in notek@omputers, reflecting continued consumer demand f
portable technology.

A 2.1% comparable store sales decline in our Damesgment’s appliances product group was drivenaily by declines in sales of small appliances.
Comparable store sales of major appliances weranffescal 2007, as benefits from the expansionwfimproved appliance assortments were offset by
softer housing market.

Our Domestic segment’s gross profit rate in fix207 decreased by 0.5% of revenue to 24.8% of tex@he decrease was due primarily to a lower-margiemae
miX, including increased revenue from notebook coters and video gaming hardware. Also contributmthe decrease was a more promotional environmehe consumer electronics

and home-office product groups.

Our Domestic segment’'s SG&A rate in fiscal 2007rdased by 0.7% of revenue to 18.8% of revenue d€beease was due primarily to the leveraging effect
of the 13% growth in revenue and reduced perforednased incentive compensation. Also contributintpé decrease, in order of impact, were controlled
expenses related to our strategic initiatives aquiéese reduction efforts. These factors were pigroéfset by expenses related to increased asset
impairments, litigation and business closure costs.

The following table reconciles Domestic stores ogkthe beginning and end of fiscal 2007:

Total Total

Stores al Stores al

End of Stores Stores Stores End of

Fiscal 200¢ Opened Acquired Closed Fiscal 2007

U.S. Best Buy 742 80 — — 822
Magnolia Audio Video 20 — — — 20
Pacific Sales — — 14 — 14
U.S. Geek Squad 12 — — — 12
Total Domestic stores 774 80 14 — 868

Note: During fiscal 2007, we relocated 13 U.S. BRasy stores. No other stores in the Domestic segmere relocated during fiscal 2007. At the endisfal 2007, we operate
822 U.S. Best Buy stores in 49 states and theiBtistf Columbia; 20 Magnolia Audio Video stores@alifornia, Washington and Oregon; 14 Pacific Saleses in California;
and 12 U.S. Geek Squad stores in Georgia, Texdifo@&, Minnesota, Colorado and Wisconsin.

The following table reconciles Domestic stores oakthe beginning and end of fiscal 2006:

Total Total

Stores al Stores al

End of Stores Stores Stores End of

Fiscal 200¢ Opened Acquired Closed Fiscal 200¢

U.S. Best Buy 668 74 — — 742
Magnolia Audio Video 20 — — — 20
U.S. Geek Squad 6 7 — 1 12
Total Domestic stores 694 81 — 1 774

Note: During fiscal 2006, we relocated 10 U.S. BRasy stores. No other stores in the Domestic segmere relocated during fiscal 2006. At the endisfal 2006, we operate
742 U.S. Best Buy stores in 49 states and theiBlistf Columbia; 20 Magnolia Audio Video stores@alifornia, Washington and Oregon; and 12 U.S. Gegkad stores in
Georgia, Texas, California, Minnesota, Colorado ¥fisconsin.
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International

The following table presents selected financiahdat our International segment for each of the gase fiscal years ($ in millions):

International Segment Performance Summary (unauditd) 2007 200¢ 200¢
Revenue $ 490 §$ 346¢ $ 2,817
Total revenue gain % 41% 23% 21%
Comparable store sales % g&in 11.7% 2.£% 3.3%
Gross profit as % of revenue 21.€% 22.% 22.5%
SG&A as % of revenue 19.2% 21.2% 20.7%
Operating income $ 11 % 56 $ 49
Operating income as % of revenue 2.2% 1.€% 1.7%

@ Fiscal 2007 included 53 weeks. Fiscal 2006 and 2@ included 52 weeks.

@ Comprised of revenue at stores and Web sites apgifatr at least 14 full months, as well as remedeind expanded locations. Relocated stores ahgdextcfrom the
comparable store sales calculation until at ledgull months after reopening. Acquired storesiacduded in the comparable store sales calculdigginning with the firs
full quarter following the first anniversary of tldate of acquisition. The calculation of the conaée store sales percentage gain excludes the effactuations in
foreign currency exchange rates. All comparableessales percentage calculations reflect an equaber of weeks. The method of calculating comparatire sales
varies across the retail industry. As a result,;mathod of calculating comparable store sales noay@ the same as other retailers’ methods.

In fiscal 2007, our International segment’s opegincome was $110 million, or 2.2% of revenue, pared with $56 million, or 1.6% of revenue, in fikc
2006. The increase in our International segmemi&sating income resulted primarily from revenuengaincluding the acquisition of Five Star and ar7%
comparable store sales increase, and a signifiedottion in the SG&A rate. These factors wereiaidytoffset by a decrease in the gross profit.rate

Our International segment’s revenue increased 41%4 9 billion in fiscal 2007, compared with $3i8idn in fiscal 2006. The acquisition of Five Star
accounted for nearly four-tenths of the revenuegase in fiscal 2007; the 11.7% comparable stdes ggmin accounted for nearly three-tenths of évemue
increase; the addition of new Best Buy and FutirepSstores during the past two fiscal years aceulfdr over one-tenth of the revenue increase; the
favorable effect of fluctuations in foreign currgrexchange rates accounted for over one-tentheofatenue increase; and the inclusion of an ex¢ekvof
business in fiscal 2007 accounted for the remainéilre revenue increase.

We believe the comparable store sales increasctefl market share gains and was driven by inalesedes of flat-panel televisions, video gaming and
notebook computers, partially offset by declinetuime and projection televisions. Our Internatissegment reported comparable store sales incregases
fiscal 2007 in the consumer electronics, home-effantertainment software and appliances prodectpgrof 15.5%, 7.6%, 12.1% and 8.1%, respectively.
Revenue from our International segment’s onlineapens increased approximately 19% and addedetovkrall comparable store sales increase.

Our International segment’s gross profit rate gtdil 2007 decreased by 1.3% of revenue to 21.6%vehue. Our China operations, which carry a
significantly lower gross profit rate than our Cdaaperations, reduced our International segmegnt'ss profit rate by approximately 1.1% of reveitue
fiscal 2007. The remainder of the decrease in m@rhational segment’s gross profit rate was diraaily to increased financing costs, resultingriro
increased borrowing rates and a shift toward longeam financing programs in conjunction with strdteg-panel television sales.

Our International segment’s SG&A rate in fiscal 2@kcreased by 1.9% of revenue to 19.4% of reveédueChina operations, which carry a significantly
lower SG&A rate than our Canada operations, redocednternational segment’s SG&A rate by approxiha0.7% of revenue in fiscal 2007. The
remainder of the decrease in our International sedism SG&A rate was due primarily to, in order wipgact, the leveraging effect of the 41% growth in
revenue; improvements in the labor model used imGamnada Best Buy stores; reduced Canada headguaatgoll costs at the end of fiscal 2006; and the
leveraging effect of the 11.7% comparable storessghin on advertising expense as a percentageaiue. A performance-driven increase in incentive-
based compensation, expenses incurred relatee tdbure of all six Canada Geek Squad storesisdhond quarter of fiscal 2007 and increased asset
impairment charges partially offset the decrease.
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The following table reconciles International stoopen at the beginning and end of fiscal 2007:

Total Total

Stores al Stores al

End of Stores Stores Stores End of

Fiscal 200¢ Opened Acquired Closed Fiscal 2007

Future Shop 118 3 — — 121
Canada Best Buy 44 3 — — a7
Canada Geek Squad 5 1 — 6 —
Five Star — 8 131 4 135
China Best Buy — 1 — — 1
Total International stores 167 16 131 10 304

Note: During fiscal 2007, we relocated four FutBtep stores and three Five Star stores. No otberssin the International segment were relocateohddiscal 2007. At the er
of fiscal 2007, we operated 121 Future Shop stitmesighout all of Canada’s provinces; 47 Canadd Bag stores in Ontario, Quebec, Alberta, Britisbli@nbia, Manitoba and
Saskatchewan; 135 Five Star stores throughout se@hina’s 34 provinces; and one China Best Boyesin Shanghai.

The following table reconciles International stoopen at the beginning and end of fiscal 2006:

Total Total

Stores al Stores al

End of Stores Stores Stores End of

Fiscal 200t Opened Acquired Closed Fiscal 200¢

Future Shop 114 5 — 1 118
Canada Best Buy 30 14 — — 44
Canada Geek Squad — 5 — — 5
Total International stores 144 24 — 1 167

Note: During fiscal 2006, we relocated six Futuh®® stores. No other stores in the Internationgirent were relocated during fiscal 2006. At the effiscal 2006, we
operated 118 Future Shop stores throughout alboia@a’s provinces; 44 Canada Best Buy stores iar@nQuebec, Alberta, British Columbia, Manitolad &saskatchewan;
and five Canada Geek Squad stores in British Colarabd Ontario.

Discontinued Operations

In fiscal 2004, we sold our interest in Musiclafitie buyer assumed all of Musicland’s liabilities;luding approximately $500 million in lease obtigas
and paid no cash consideration, in exchange fafahle capital stock of Musicland. The transactiso resulted in the transfer of all of Musiclandssets,
other than a distribution center in Franklin, Indiaand selected nonoperating assets.

On March 25, 2005, we received notification frora thternal Revenue Service (“IRS”) of a favoral@ealution of outstanding tax matters regarding the
disposition of our interest in Musicland. Basedlo& agreement with the IRS, we reversed previogsigrded valuation allowances on deferred tax asset
related to the disposition of our interest in Migntl and recognized a $50 million tax benefit stél 2005.

Additional Consolidated Results
Net Interest Income

Net interest income increased to $111 million stél 2007, compared with net interest income of i®#llfon in fiscal 2006. The increase in net intgh
income was due primarily to higher investment yselgiscal 2007 net interest income included $1lianibf interest expense related to our financiasks,
compared with $8 million of interest expense itdis2006.

We recognized net interest income of $77 milliofisal 2006, compared with net interest incom&bmmillion in fiscal 2005. The increase in net het&
income was primarily a result of higher yields améstments and higher average investment balaRisesl 2006 net interest income included $8 millxén
interest expense related to our financing leaskaeviscal 2005 included $21 million of interestpense related to our financing leases as a rekult
correcting our accounting for leases in fiscal 2005

For additional information regarding net interegtdme, refer to Note Net Interest Incomeof the Notes to Consolidated Financial Statemén¢tuded in
Item 8,Financial Statements and Supplementary Daththis Annual Report on Form 10-K.

Effective Income Tax Rate

Our effective income tax rate increased to 35.3%stal 2007, compared with 33.7% in fiscal 2006eTncrease in the effective income tax rate icafis
2007 was due primarily to a change in the compmsitif taxable income between foreign and domestities.
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Our effective income tax rate decreased to 33.7fisdal 2006, compared with 35.3% in fiscal 200BeTecrease in the effective income tax rate aafis
2006 was due primarily to increased income tax fiksnfieom our foreign operations and higher levafisax-exempt interest.

Impact of Inflation and Changing Prices

Highly competitive market conditions and the gehec@nomic environment minimized inflation’s impaet the selling prices of our products and services
and on our expenses. In addition, price deflatiwehthe continued commaoditization of key technolpgyducts affect our ability to increase our grossip
rate.

Liquidity and Capital Resources
Summary

We ended fiscal 2007 with $3.8 billion of cash aadh equivalents and short-term investments, demsiwith the end of fiscal 2006. Working capitak
excess of current assets over current liabilitiess $2.8 billion at the end of fiscal 2007, up fr§in9 billion at the end of fiscal 2006. The in@ean working
capital was due primarily to the reclassificatidr$402 million of convertible debentures from shiantm to long-term debt and an increase in othereot
assets, driven by restricted cash assumed in cbaneuith the acquisition of Five Star. Five Staréstricted cash represents bank deposits pledigsecurit
for certain vendor payables.

Cash equivalents consist primarily of money masdaeounts and other highly liquid investments wittoaiginal maturity of three months or less when
purchased. Our short-term investments are compasetinicipal and U.S. government debt securiteewell as auction-rate securities and variable-rate
demand notes, with original maturities greater t@@mlays but less than one year. Long-term invesisrare also comprised of municipal and U.S.
government debt securities, but with original midies of one year or more.

In accordance with our investment policy, we plaaeinvestments with issuers who have high-qualigdit and limit the amount of investment exposore
any one issuer. We seek to preserve principal dntinize exposure to interest-rate fluctuationsihyiting default risk, market risk and reinvestmeisk.

The carrying amount of our investments approximéa@dvalue at March 3, 2007, and February 25, 200@ to the rapid turnover of our portfolio and th
highly liquid nature of these investments. Therefohere were no significant realized or unrealigaiths or losses.

Our liquidity is affected by restricted cash andastments in debt securities that are pledged letemal or restricted to use for vendor payabiesieral
liability insurance, workers’ compensation insuraand warranty programs. Restricted cash and imeggs in debt securities, which are included ireoth
current assets, totaled $382 million and $178 amilks of March 3, 2007, and February 25, 2006 ecisly. The increase in restricted cash and imvests
in debt securities was due primarily to restriatadh assumed in connection with the acquisitiofi# Star.

Cash Flows

The following table summarizes our cash flows froperating, investing and financing activities fack of the past three fiscal years ($ in millions):

2007 200¢ 200t

Total cash provided by (used in):
Operating activities $ 1,762 $ 1,74C $ 1,981
Investing activities (780) (754) (1,427
Financing activities (519 (619) (459)
Effect of exchange rate changes on cash 12 27 9
Increase in cash and cash equivalents $ 457 $ 394 $ 10¢

Operating Activities

Cash provided by operating activities was $1.8dsilin fiscal 2007, compared with $1.7 billion isdal 2006 and $2.0 billion in fiscal 2005. Forci§2007,
compared with fiscal 2006, increased net earningsircreases in deferred income taxes and depm@tiatpense were partially offset by changes in
operating assets and liabilities.

Net earnings increased to $1.4 billion in fiscaD20compared with $1.1 billion in fiscal 2006. Té¢teanges in operating assets and liabilities weee
primarily to
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changes in accrued income taxes and merchandisetonies. The increase in cash used for changascimed income taxes resulted mainly from a higher
effective income tax rate combined with the timafgpayments. The increase in cash used for changaerchandise inventories was due primarily to
increased inventory levels. Inventory levels inseghdue to the addition of new stores, expandedupt@ssortments in key product categories andavear
in-stock positions.

Investing Activities

Cash used in investing activities was $780 miliiofiscal 2007, compared with $754 million in fi$@906 and $1.4 billion in fiscal 2005. The chamyeash
used in investing activities in fiscal 2007, congzhwith fiscal 2006, was due primarily to cash ugedcquire Pacific Sales and Five Star, and highpital
expenditures, partially offset by increased netsaf investments in debt securities. Refer to f@hgxpendituresbelow for additional information. In fisc
2007, we used cash for the construction of newl letations, information systems and other stagezts, including relocations and remodels. Thmary
purposes of the cash investment activity were ppstt our expansion plans and improve our operatiefficiency.

Financing Activities

Cash used in financing activities was $513 milliefiscal 2007, compared with $619 million and $468ion in fiscal 2006 and fiscal 2005, respechve
The change in cash used in financing activitiefisical 2007, compared with fiscal 2006, was duenprily to a decrease in repurchases of our comromk.s
During fiscal 2007, we repurchased $599 milliomof common stock, compared with $772 million ircfis2006. The decrease in repurchases of common
stock was partially offset by a decrease in prosdramn the issuance of common stock in connectiith @ur stock-based compensation programs.

Sources of Liquidity

Our most significant sources of liquidity contineebe funds generated by operating activities,laluls cash and cash equivalents, and short-term
investments. We believe funds generated from tipeeed results of operations, available cash asil equivalents, and short-term investments will be
sufficient to finance anticipated expansion pland strategic initiatives for the next fiscal yelaraddition, our revolving credit facilities areaihable for
additional working capital needs or investment apputies. There can be no assurance, howeverywhatill continue to generate cash flows at or aov
current levels or that we will be able to maintaim ability to borrow under our revolving credititties.

Our Domestic segment has a $200 million bank rémgleredit facility which is guaranteed by certaifrour subsidiaries. The facility expires on
December 22, 2009. Borrowings under this facility ansecured and bear interest at rates spedaifiabicredit agreement. We also pay certain faaiid
agent fees. There were no borrowings outstandindgmuthese facilities for any period presented. H®ryeamounts outstanding under letters of creditice
amounts available under this facility. At March2B07, and February 25, 2006, $200 million and $h8Bon, respectively, were available under thisiliay.

We also have inventory financing facilities throughich certain suppliers receive payments fromsigiated finance company on invoices we owe them. A
March 3, 2007, and February 25, 2006, $39 milliod $59 million, respectively, were outstanding amduded in accrued liabilities in our consolidated
balance sheets; and $196 million and $177 milliespectively, were available for use under thegeritory financing facilities.

Our International segment has a $21 million revajvilemand facility for our Canada operations, oicii$17 million is available from February through
July, and $21 million is available from August thgh January of each year. There is no set expiratte for this facility. All borrowings under tHiacility
are made available at the sole discretion of thedeand are payable on demand. Borrowings undgefattility are unsecured and bear interest asrate
specified in the agreement. There were no borrosvingstanding under this facility for any perioéggnted. However, amounts outstanding under letfers
credit and letters of guarantee reduced amounttabisunder this facility to $16 million and $17lhon, at March 3, 2007, and February 25, 2006,
respectively.

Our International segment also has a $23 milliamolkéng demand facility to finance working capitalquirements for our China operations. This facititay
be terminated at any time and is subject to re\agwune 30, 2007. $20 million in borrowings weréstanding under this facility as of the balanceetitate.
Borrowings under this facility are secured by argngee of Best Buy Co., Inc. and bear interesatasrspecified in the agreement.

Our ability to access our credit facilities is sedijto our compliance with the terms and conditiofthe credit facilities, including financial cavants. The
financial
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covenants require us to maintain certain finanatbs. At the end of fiscal 2007, we were in coiamte with all such covenants. In the event we were
default on any of our other debt, it would conséta default under our credit facilities as well.

An interest coverage ratio represents the ratjgreftax earnings before fixed charges (intereseese and the interest portion of rent expenseaxéal f
charges. Our interest coverage ratio, calculated@arted in Exhibit No. 12.1 of this Annual Repont Form 10-K, was 10.3 and 9.8 in fiscal 2007 2006,
respectively.

Our credit ratings at April 30, 2007, were as folfo

Rating Agency Rating Outlook
Fitch @ BBB+ Stable
Moody’s @ Baa2 Stable
Standard & Poor’s BBB Stable

@ In April 2006, Fitch Ratings revised its ratingritdBBB with a positive outlook to BBB+ with a statdatlook. The upgrade reflected our leading mapisition and
successful operating strategy, which has resuftetrong revenue growth and operating performahiee.upgrade also reflected our highly liquid batasheet and
considered our exposure to a very competitive itrgiand changes in consumer spending over time.

@ In April 2006, Moody's Investors Service revisesliaiting from Baa3 with a positive outlook to Baeith a stable outlook. The upgrade was based ombility to
generate comparable store sales gains, while impg@perating profit margins, our continued invesitnin opening or converting stores to the custeceetric platform,
our ability to maintain our liquidity and credit tnies, and expectations that our varied growthatiites will not adversely affect revenue or neaingzgs.

Factors that can affect our credit ratings inclakanges in our operating performance, the econemitonment, conditions in the retail and consumer
electronics industries, our financial position ahénges in our business strategy. We do not clyrfemesee any reasonable circumstances under vahich
credit ratings would be significantly downgradeda downgrade were to occur, it could adverselyantpamong other things, our future borrowing gosts
access to capital markets and vendor financingsterma result in higher long-term lease costs. tfitiah, the conversion rights of the holders of our
convertible subordinated debentures could be a@tetif our credit ratings were to be significgrdbwngraded.

Capital Expenditures

A component of our long-term strategy is our cdmtgenditure program. This program includes, amathgr things, investments in new stores, store
remodeling, store relocations and expansions, nstnitiition facilities and information technologgle@ncements. During fiscal 2007, we invested $733
million in property and equipment, including opamni®6 new stores, adding Magnolia Home Theater rdogide nearly 200 new and existing U.S. Best Buy
stores, relocating 20 stores and upgrading ournmdtion technology systems. Capital expendituresarded through cash provided by operating aiit

as well as available cash and cash equivalentslaor-term investments.

Refer to theDutlook for Fiscal 2008ection of this MD&A for information on our capitakpenditure plans in fiscal 2008.

The following table presents our capital expendisufior each of the past three fiscal years ($ Ihiams):

2007 200¢ 200¢

New stores $25 $244 $182
Store-related projectd 251  20€ 14t
Information technology 121 11t 11E
Other 10€ 83 60
Total capital expenditures $73z $64¢ $502

@ Includes store remodels, relocations and/or expassias well as various merchandising projects.
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Debt and Capital

In January 2002, we sold convertible subordinatdzedtures having an aggregate principal amound@2 #illion. The proceeds from the offering, net6f
million in offering expenses, were $396 million.eltdebentures mature in 2022 and are callable aapaur option, for cash on or after January 08,72

Holders may require us to purchase all or a poniaiheir debentures on January 15, 2012, and 3ai%a 2017, at a purchase price equal to 100%eof t
principal amount of the debentures plus accrueduapaid interest up to but not including the ddtpurchase. We have the option to settle the psesiaice
in cash, stock, or a combination of cash and stdckJanuary 15, 2007, holders had the option toireqss to purchase all or a portion of their débmss, at
a purchase price equal to 100% of the principalamof the debentures plus accrued and unpaiceisitep to but not including the date of purchase.
However, no debentures were so purchased.

The debentures become convertible into sharesraf@uamon stock at a conversion rate of 21.7391eshaer $1,000 principal amount of debentures,
equivalent to an initial conversion price of $46[@0 share, if the closing price of our common Istxceeds a specified price for 20 consecutiverigadays
in a 30-trading day period preceding the date af/eosion, if our credit rating falls below spedifikevels, if the debentures are called for redeompoir if
certain specified corporate transactions occuririua portion of fiscal 2007, our closing stockcgrexceeded the specified stock price for more #@an
trading days in a 30-day trading period. Therefdefyenture holders had the option to convert thedentures into shares of our common stock. Howewer
debentures were so converted. Due to changes priteof our common stock, the debentures weremger convertible at March 3, 2007, and have not
been convertible through May 1, 2007.

The debentures have an interest rate of 2.25%rpema. The interest rate may be reset, but not b2l@&% or above 3.25%, on July 15, 2011, and Jaly 1
2016. One of our subsidiaries has guaranteed tiveciible debentures.

During the fourth quarter of fiscal 2005, in conti@e with the review of our lease accounting praesi we recorded a $107 million financing leaségakibn
for lease transactions that did not qualify foeseglaseback accounting treatment. At the end célfi2007, $171 million was outstanding under finagc
lease obligations.

Share Repurchases and Dividends

From time to time, we repurchase our common sto¢ké open market pursuant to programs approveduboard. We may repurchase our common stock
for a variety of reasons, such as acquiring shareffset dilution related to equity-based inceasivincluding stock options and our employee smokhase
plan, and optimizing our capital structure.

In June 2006, our Board authorized a $1.5 billioars repurchase program. The program, which beeffieetive June 21, 2006, terminated and replaced a
$1.5 billion share repurchase program authorizedunBoard in April 2005. There is no expiratiortelgoverning the period over which we can make our
share repurchases under the June 2006 share rapenotogram.

The April 2005 share repurchase program, which feceffective on April 27, 2005, terminated and aept a $500 million share repurchase program
authorized by our Board in June 2004.

During fiscal 2007, we purchased and retired 5Manishares at a cost of $267 million under theeJ2006 share repurchase program, and 6.2 miliares
at a cost of $332 million under the April 2005 shezpurchase program. At the end of fiscal 20022 $illion of the $1.5 billion originally authorizeby our
Board was available for future share repurchasdenthe June 2006 share repurchase program.

During fiscal 2006, we purchased and retired 1616om shares at a cost of $711 million under therihR2005 share repurchase program, and 1.8 million
shares at a cost of $61 million under the June 2b@4e repurchase program.

We consider several factors in determining whemade share repurchases including, among otherghing cash needs and the market price of our stock
We expect that cash provided by future operatiniyities, as well as available cash and cash edgiNgand short-term investments, will be the sesiaf
funding for our share repurchase program. Basdti@anticipated amounts to be generated from tboseces of funds in relation to the remaining
authorization approved by our Board under the A0@6 share repurchase program, we do not expedutiee share repurchases will have a materiahirt
on our short-term or long-term liquidity.
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In fiscal 2004, our Board initiated the paymentaggular quarterly cash dividend, then $0.07 perrnon share per quarter. A quarterly cash divideasl
been paid in each subsequent quarter. Effective thé quarterly cash dividend paid in the thirdrtgreof fiscal 2005, we increased our quarterlyhcas
dividend per common share by 10%. Effective with dluarterly cash dividend paid in the third quasfeiiscal 2006, we increased our quarterly cash
dividend per common share by 9%, to $0.08 per comshare per quarter. Effective with the quartedsgtcdividend paid in the third quarter of fiscadD20
we increased our quarterly cash dividend per comshamne by 25% to $0.10 per common share per quatierpayment of cash dividends is subject to
customary legal and contractual restrictions. Dwifiacal 2007, we made four dividend payments itoga$0.36 per common share, or $174 million in the
aggregate.

During fiscal 2007, we returned a total of $773linil to shareholders through share repurchasesligitend payments.

Off-Balance-Sheet Arrangements and Contractual Obfjations

Other than operating leases, we do not have anyadéince-sheet financing. We finance a portionusfreew-store development program through sale-
leaseback transactions. These transactions ingeNiag stores to unrelated parties and then |gabia stores back. The leases are accounted &qreaiating
leases in accordance with accounting principlegiggly accepted in the United States (“GAAPA summary of our operating lease obligations bgdis
year is included in the “Contractual Obligationstson below. Additional information regarding aperating leases is available in IltenP2operties, and
Note 8,Leases of the Notes to Consolidated Financial Statementtuded in ltem 8Financial Statements and Supplementary Daththis Annual Report
on Form 10-K.

Our debt-to-capitalization ratio, which represehsratio of total debt, including the current pamtof long-term debt, to total capitalization ébtlebt plus
total shareholders’ equity), improved to 9% atehd of fiscal 2007, compared with 10% at the enfisohl 2006. The improvement was due primarilyamo
increase in shareholders’ equity. We view our dektapitalization ratio as an important indicatboar creditworthiness. Our adjusted debt-to-cdigasion
ratio, including capitalized operating lease oltiigas (rental expense for all operating leasesipligdt by eight), was 49% at the end of fiscal 2007
consistent with the end of fiscal 2006.

Our adjusted debt-to-capitalization ratio, incluglzapitalized operating lease obligations, is aergd a non-GAAP financial measure and is not in
accordance with, or preferable to, the ratio deiteechin accordance with GAAP. However, we haveuded this information as we believe that our adjgist
debt-to-capitalization ratio, including capitalizeperating lease obligations, is important for ustinding our operations and provides meaningfditiamal
information about our ability to service our loregth debt and other fixed obligations, and to fundfature growth. In addition, we believe our ad@gsdebt-
to-capitalization ratio, including capitalized opgeng lease obligations, is relevant because iblesanvestors to compare our indebtedness tdeetavho
own, rather than lease, their stores. Our decigiawn or lease real estate is based on an assgsshuaur financial liquidity, our capital struceyrour desire
to own or to lease the location, the owner’s desirewn or to lease the location, and the altevedtiat results in the highest return to our shaicrs.

The most directly comparable GAAP financial meagareur adjusted debt-to-capitalization ratio, intthg capitalized operating lease obligations Liss o
debt-to-capitalization ratio. Our debt-to-capitatinn ratio excludes capitalized operating leadigations in both the numerator and denominatahef
calculation in the following table.
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The following table presents a reconciliation af tumerator and denominator used in the calculati@ur adjusted debt-to-capitalization ratio, irdihg
capitalized operating lease obligations ($ in milB):

2007 200¢€
Debt (including current portion) $ 65C $ 59¢€
Capitalized operating lease obligations (8 timesaleexpense) 5,401 4,41:
Total debt (including capitalized operating leabégations) $ 6,061 $ 5,00¢
Debt (including current portion) $ 65C $ 59¢
Capitalized operating lease obligations (8 timesaleexpenself) 5,401 4,41z
Total shareholders’ equity 6,201 5,257
Adjusted capitalization $ 12,25 $ 10,26¢
Debt-to-capitalization ratio 9% 10%
Adjusted debt-to-capitalization ratio (includingo@ialized operating lease obligations) 49% 49%

@ The multiple of eight times rental expense usechtoulate our capitalized operating lease obligegtimtal is the multiple used for the retail sedtpione of the nationally
recognized credit rating agencies that rate outitwerthiness.

Contractual Obligations

The following table presents information regarding contractual obligations by fiscal year ($ iflimns):

Payments Due by Perioc

Less Thar More Than
Contractual Obligations Total 1 Year 1-3 Years 3-5 Years 5 Years
Short-term debt obligations $ 41 $ 41 $ — 3 — 3 =
Long-term debt obligations 414 2 9 403 —
Capital lease obligations 24 3 6 2 13
Financing lease obligations 171 14 30 33 94
Interest payments 208 25 38 33 112
Operating lease obligatiofis 6,66¢€ 741 1,387 1,224 3,31¢€
Purchase obligatiori® 2,19¢ 1,112 775 291 19
Deferred compensatidfl 759
Total $ 979 $ 193¢ $ 2245 $ 198 $ 3,554

Note: For additional information refer to NoteDebt; Note 8,Leases and Note 12Contingencies and Commitmenis the Notes to Consolidated Financial Statements
included in Item 8Financial Statements and Supplementary Dafahis Annual Report on Form 10-K.

@ Operating lease obligations do not include paymenkandlords covering real estate taxes and comamea maintenance. These charges, if included,droatease total
operating lease obligations by $1.6 billion at Mag; 2007.

@ Purchase obligations include agreements to puraieegs or services that are enforceable, are {egadtiing and specify all significant terms, incing fixed or
minimum guantities to be purchased; fixed, minimanvariable price provisions; and the approximatertg of the transaction. Purchase obligations dioimclude
agreements that are cancelable without penaltyitidddlly, although they are not legally bindingragments, we included open purchase orders iratiie above.
Substantially all open purchase orders are futfilléthin 30 days.

@ Included in other long-term liabilities on our cofidated balance sheet at March 3, 2007, was ax$lli6n obligation for deferred compensation. Ag tipecific payment
dates for the deferred compensation are unknowernetlated balances have not been reflected inRagrhents Due by Period” section of the above table.
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Critical Accounting Estimates

Our consolidated financial statements are preparadcordance with GAAP. In connection with thegamation of our financial statements, we are reglic
make assumptions and estimates about future examspply judgments that affect the reported ansooiassets, liabilities, revenue, expenses aamd th
related disclosures. We base our assumptions, a&ssnand judgments on historical experience, cutrends and other factors that management believes
be relevant at the time our consolidated finarstiaiements are prepared. On a regular basis, maeageeviews the accounting policies, assumptions,
estimates and judgments to ensure that our finbsigilements are presented fairly and in accordaitbeGAAP. However, because future events and thei
effects cannot be determined with certainty, aatesililts could differ from our assumptions andnestes, and such differences could be material.

Our significant accounting policies are discusseNate 1,Summary of Significant Accounting Policiedf the Notes to Consolidated Financial Statements
included in Item 8Financial Statements and Supplementary Daththis Annual Report on Form 10-K. Managemeniebes that the following accounting
estimates are the most critical to aid in fully ersfanding and evaluating our reported financistilts, and they require management’s most diffjcult
subjective or complex judgments, resulting fromrked to make estimates about the effect of mdttatsare inherently uncertain. Management hagved
these critical accounting estimates and relatetiatiares with the Audit Committee of our Board.

Effect if Actual Results Differ From
Description Judgments and Uncertainties Assumptions

Inventory Reserves

We value our inventory at the lower of the averegst Our markdown reserve contains uncertainties beddsd We have not made any material changes in the

of the inventory or fair market value through the calculation requires management to make assumptionsaccounting methodology used to establish our mawkx

establishment of markdown and inventory loss reserv  and to apply judgment regarding inventory aging, or inventory loss reserves during the past threzafi
forecasted consumer demand, the promotional years.

Our markdown reserve represents the excess of the  onvironment and technological obsolescence.

carrying value, typically average cost, over theoant We do not believe there is a reasonable likelihibad

we expect to realize from the ultimate sale or bthe Our inventory loss reserve contains uncertainteabs:  there will be a material change in the future eatés or

disposal of the inventory. Markdowns establishwne  the calculation requires management to make assumptions we use to calculate our markdown reserv

cost basis for our inventory. Subsequent changéscts  assumptions and to apply judgment regarding a numbe However, if estimates regarding consumer demand are

or circumstances do not result in the reversal of of factors, including historical results and cutren inaccurate or changes in technology affect demand f

previously recorded markdowns or an increase ih tha inventory loss trends. certain products in an unforeseen manner, we may be

newly established cost basis. exposed to losses or gains that could be matérizd0%

) . difference in our actual markdown reserve at M&gch
Our inventory loss reserve represents anticipated 2007, would have affected net earnings by approbely
physical inventory losses (e.qg., theft) that haseuored $3 million in fiscal 2007.
since the last physical inventory date. Independent
physical inventory counts are taken on a regularshi@ We do not believe there is a reasonable likelihibad
ensure the inventory reported in our consolidated there will be a material change in the future eates or
financial statements is properly stated. During the assumptions we use to calculate our inventory loss
interim period between physical inventory counts, w reserve. However, if our estimates regarding playsic
reserve for anticipated physical inventory losseso inventory losses are inaccurate, we may be expwsed
location-by-location basis. losses or gains that could be material. A 10% chffee

in actual physical inventory losses reserved for at
March 3, 2007, would have affected net earnings by
approximately $4 million in fiscal 200
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Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Long-Lived Assets

Long-lived assets other than goodwill and indeéinit
lived intangible assets, which are separately defste
impairment, are evaluated for impairment whenever
events or changes in circumstances indicate tleat th
carrying value may not be recoverable.

When evaluating long-lived assets for potential
impairment, we first compare the carrying valuehef
asset to the asset’s estimated future cash flows
(undiscounted and without interest charges). If the
estimated future cash flows are less than the iceyry
value of the asset, we calculate an impairment [biss
impairment loss calculation compares the carryialge
of the asset to the asseéstimated fair value, which m

be based on estimated future cash flows (discoamdd

with interest charges). We recognize an impairnhesg
if the amount of the asset’s carrying value excebds
asset’s estimated fair value. If we recognize an

impairment loss, the adjusted carrying amount ef th

asset becomes its new cost basis. For a depredisigje

lived asset, the new cost basis will be depreciated
(amortized) over the remaining useful life of thatet.

Using the impairment evaluation methodology desctib
herein, we recorded long-lived asset impairmentgds

totaling $32 million, in the aggregate, during &2007.

Our impairment loss calculations contain uncertaimt

We have not made any material changes in our

because they require management to make assumptionspairment loss assessment methodology duringait

and to apply judgment to estimate future cash fland
asset fair values, including forecasting usefugdiof the
assets and selecting the discount rate that refteetrisk
inherent in future cash flows.

three fiscal years.

We do not believe there is a reasonable likelihibhad
there will be a material change in the estimates or
assumptions we use to calculate long-lived asset
impairment losses. However, if actual results ate n
consistent with our estimates and assumptions insed
estimating future cash flows and asset fair values,
may be exposed to losses that could be material.
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Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Goodwill and Intangible Assets

We evaluate goodwill and other intangible assets fo
impairment annually and whenever events or chaimges
circumstances indicate the carrying value of thedyall
or other intangible assets may not be recover&iée.
complete our impairment evaluation by performing
internal valuation analyses, considering other iglybl
available market information and using an indepehde
valuation firm, as appropriate.

In the fourth quarter of fiscal 2007, we completen
annual impairment testing of goodwill and other
intangible assets using the methodology described
herein, and determined there was no impairment.

The carrying value of goodwill at March 3, 2007 swa
$919 million. The carrying value of other intangibl
assets at March 3, 2007, was $81 milli

Tax Contingencies

Our income tax returns, like those of most companie
are periodically audited by domestic and foreign ta
authorities. These audits include guestions reggrdur
tax filing positions, including the timing and ammwof
deductions and the allocation of income among wario
tax jurisdictions. At any one time, multiple taxays are
subject to audit by the various tax authorities. In
evaluating the exposures associated with our vaitax
filing positions, we record reserves for probable
exposures. A number of years may elapse before a
particular matter, for which we have established a
reserve, is audited and fully resolved or clarifiéte
adjust our tax contingencies reserve and income tax
provision in the period in which actual resultsof
settlement with tax authorities differs from our
established reserve, the statute of limitationsreszgdor
the relevant tax authority to examine the tax pasior
when more information becomes available.

Effective March 4, 2007, we adopted FASB
Interpretation (“FIN”) No. 48Accounting for
Uncertainty in Income Taxes, an Interpretation &{SB
Statement No. 109Ve are currently evaluating the
impact, if any, the adoption of FIN No. 48 will reaen
retained earning:
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We determine fair value using widely accepted vidua
techniques, including discounted cash flow and miark
multiple analyses. These types of analyses contain

uncertainties because they require managementke ma

assumptions and to apply judgment to estimate ingus
economic factors and the profitability of futuresiness
strategies. It is our policy to conduct impairmegsting
based on our current business strategy in ligpreent
industry and economic conditions, as well as future
expectations.

Our tax contingencies reserve contains uncertaintie

We have not made any material changes in our
impairment loss assessment methodology duringaise
three fiscal years.

We do not believe there is a reasonable likelihibhad
there will be a material change in the future eates or
assumptions we use to test for impairment losses on
goodwill and other intangible assets. Howevercttial
results are not consistent with our estimates or
assumptions, we may be exposed to an impairment
charge that could be material.

Although management believes that the judgments and

because management is required to make assumptionsestimates discussed herein are reasonable, aefudis

and to apply judgment to estimate the exposures
associated with our various filing positions.

Our effective income tax rate is also affected bgrges
in tax law, the tax jurisdiction of new stores aisiness
ventures, the level of earnings and the resultaxof
audits.

could differ, and we may be exposed to losses imisga
that could be material.

To the extent we prevail in matters for which ressr
have been established, or are required to pay asgun
excess of our reserves, our effective income taxiraa
given financial statement period could be materiall
affected. An unfavorable tax settlement would regui
use of our cash and would result in an increaseiin
effective income tax rate in the period of resantiA
favorable tax settlement would be recognized as a
reduction in our effective income tax rate in thegipd of
resolution.




Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Revenue Recognition

See Note 1Summary of Significant Accounting
Policies, to the Notes to Consolidated Financial
Statements, included in ItemBipancial Statements ar

K, for a complete discussion of our revenue recigmi
policies.

We have a customer loyalty program which allows
members to earn points for each purchase compégted
U.S. Best Buy stores, through our BestBuy.com Wit
or when using our customer loyalty program creditc
Points earned enable members to receive a cetdifiba

may be redeemed on future purchases at U.S. Bgst Bu

stores. The value of points earned by our loyatbgpam
members is included in accrued liabilities and rded
as a reduction in revenue at the time the poirgs ar
earned, based on the retail value of points that ar
projected to be redeemed.

Costs Associated With Exit Activities

We occasionally vacate stores and other locatioios p
to the expiration of the related lease. For vacated
locations that are under long-term leases, we deaonr
expense for the difference between our future lease
payments and related costs (e.g., real estate axks
common area maintenance) from the date of closure
through the end of the remaining lease term, net of
expected future sublease rental income.

Our estimate of future cash flows is based on hisib
experience; our analysis of the specific real estat
market, including input from independent real estat
firms; and economic conditions that can be diffi¢al
predict. Cash flows are discounted using a riskistégd
interest rate that coincides with the remainingésterm

Our revenue recognition accounting methodology
contains uncertainties because it requires manageime

We have not made any material changes in the
accounting methodology used to recognize revenue fo

make assumptions regarding and to apply judgment to our customer loyalty program during the past tHisezl
Supplementary Dataof this Annual Report on Form 10- estimate the amount and timing of points projettede

redeemed by members of our customer loyalty program

Our estimate of the amount and timing of points
projected to be redeemed is based primarily ozt
transaction experience.

Our location closing liability contains uncertaggi

years.

We do not believe there is a reasonable likelihibad
there will be a material change in the future eates or
assumptions we use to recognize revenue for our
customer loyalty program. However, if actual resalte
not consistent with our estimates or assumptiomsmar
be exposed to losses or gains that could be mhteria

A 10% change in our customer loyalty program lipil
at March 3, 2007, would have affected net earnbygs
approximately $6 million in fiscal 2007.

We have not made any material changes in the

because management is required to make assumptionsaccounting methodology used to establish our looati

and to apply judgment to estimate the duratioruafre
vacancy periods, the amount and timing of future
settlement payments, and the amount and timing of
potential sublease rental income. When making these
assumptions, management considers a number ofgz
including historical settlement experience, the emnaf
the property, the location and condition of thependy,
the terms of the underlying lease, the specific

closing liability during the past three fiscal year

We do not believe there is a reasonable likelihiad
there will be a material change in the estimates or
assumptions we use to calculate our location ofpsin
liability. However, if actual results are not costent
with our estimates or assumptions, we may be expim
losses or gains that could be material.

marketplace demand and general economic conditions. 5 1o change in our location closing liability at

March 3, 2007, would have affected net earnings by
approximately $3 million in fiscal 2007.
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Effect if Actual Results Differ From
Description Judgments and Uncertainties Assumptions

Stock-Based Compensation

We have a stock-based compensation plan, which Option-pricing models and generally accepted vadnat We do not believe there is a reasonable likelinihad
includes normgualified stock options and nonvested st techniques require management to make assumptions there will be a material change in the future eates or
awards, and an employee stock purchase plan. See Noand to apply judgment to determine the fair valieuwr assumptions we use to determine stock-based

1, Summary of Significant Accounting Policieend awards. These assumptions and judgments include ~ compensation expense. However, if actual resuéthat

Note 6,Shareholders’ Equityto the Notes to estimating the future volatility of our stock price consistent with our estimates or assumptions, we bea

Consolidated Financial Statements, included in I8m  expected dividend yield, future employee turnoetes  exposed to changes in stock-based compensation

Financial Statements and Supplementary L, of this and future employee stock option exercise behaviors expense that could be material.

Annual Report on Form 10-K, for a complete discoissi Changes in these assumptions can materially affect ) ) .

of our stock-based compensation programs. fair value estimate. If actual results are not consistent with the agstions
used, the stock-based compensation expense remorted

W e determine the fair value of our non-qualifi¢ock Performance-based nonvested share awards require  our financial statements may not be representativiee

option awards at the date of grant using optiooHpgi management to make assumptions regarding the actual economic cost of the stock-based compemsatio

models. Non-qualified stock option awards granted likelihood of achieving company or personal

A 10% change in our stock-based compensation egpens
for the year ended March 3, 2007, would have aéfiect
net earnings by approximately $8 million in fis@8l07.

through fiscal 2005 were valued using a Black-Sebol performance goals.
model. Non-qualified stock option awards grantedraf
fiscal 2005 were valued primarily using a latticedsal.

We determine the fair value of our market-based and
performancesased nonvested share awards at the d:
grant using generally accepted valuation techniguels
the closing market price of our stock.

Management reviews its assumptions and the vahstio
provided by independent third-party valuation adkss

to determine the fair value of stock-based compéensa
awards.

Self-Insured Liabilities

We are self-insured for certain losses relatecetdth, Our self-insured liabilities contain uncertaintiescause ~ We have not made any material changes in the
workers’ compensation and general liability claims. management is required to make assumptions and to accounting methodology used to establish our self-
However, we obtain third-party insurance coverage t  apply judgment to estimate the ultimate cost tteset insured liabilities during the past three fiscahgge
limit our exposure to these claims. reported claims and claims incurred but not repbste ) ) .

of the balance sheet date. We do not believe there is a reasonable likelihihadl
When estimating our self-insured liabilities, wensmler there will be a material change in the estimates or
a number of factors, including historical claims assumptions we use to calculate our self-insured
experience, demographic factors, severity factods a liabilities. However, if actual results are not sistent
valuations provided by independent thpdrty actuaries with our estimates or assumptions, we may be exptm

- ) . . losses or gains that could be material.
Periodically, management reviews its assumptiomls an

the valuations provided by independent third-party A 10% change in our self-insured liabilities at a3,
actuaries to determine the adequacy of our selfrets 2007, would have affected net earnings by approteiy
liabilities. $3 million in fiscal 2007
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Description

Judgments and Uncertainties

Effect if Actual Results Differ From
Assumptions

Acquisitions — Purchase Price Allocation

In accordance with accounting for business
combinations, we allocate the purchase price of an
acquired business to its identifiable assets atfiiliies
based on estimated fair values. Minority interests’
proportionate ownership of assets and liabilities a
recorded at historical carrying values. The excéske
purchase price over the amount allocated to thetass
and liabilities, if any, is recorded as goodwill.

We use all available information to estimate faifues.
We typically engage outside appraisal firms tostsei
the fair value determination of inventory, idersfile
intangible assets such as tradenames, and any other
significant assets or liabilities. We adjust thelimninary
purchase price allocation, as necessary, up tyeae
after the acquisition closing date as we obtainemor
information regarding asset valuations and liabsgit
assumed.

Our purchase price allocation methodology contains
uncertainties because it requires management te mak
assumptions and to apply judgment to estimateatine f
value of acquired assets and liabilities. Manageémen
estimates the fair value of assets and liabilitiesed
upon quoted market prices, the carrying value ef th
acquired assets and widely accepted valuation
techniques, including discounted cash flows andketar
multiple analyses. Unanticipated events or circiamss
may occur which could affect the accuracy of our fa
value estimates, including assumptions regarding
industry economic factors and business strategies.

During the last three fiscal years, we completed tw
significant acquisitions. On March 7, 2006, we dcepli
Pacific Sales for $411 million including transactio
costs. On June 8, 2006, we acquired a 75% interest
Five Star for $184 million, including a working dtg
injection of $122 million and transaction costse S&ote
3, Acquisitions, to the Notes to Consolidated Financial
Statements, included in Item Binancial Statements at
Supplementary Dataof this Annual Report on Form 10-
K, for the complete purchase price allocation
calculations.

We do not believe there is a reasonable likelihiad
there will be a material change in the future eates or
assumptions we use to complete the purchase price
allocation and estimate the fair value of acquassets
and liabilities. However, if actual results are not
consistent with our estimates or assumptions, we lma
exposed to losses or gains that could be material.
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New Accounting Standards

In July 2006, the FASB issued FIN No. 48;counting for Uncertainty in Income Taxes, anfptetation of FASB Statement No. 169N No. 48 provides
guidance regarding the recognition, measuremeasgntation and disclosure in the financial statésnefitax positions taken or expected to be takea tax
return, including the decision whether to file @t o file in a particular jurisdiction. FIN No. 48 effective for fiscal years beginning after Dextxer 15,
2006. We will adopt FIN No. 48 beginning in thesfiquarter of fiscal 2008. The cumulative effecapplying the provisions of FIN No. 48 upon initial
adoption will be reported as an adjustment to mehiearnings as of the beginning of fiscal 2008.a/¢eevaluating the impact, if any, the adoptiofridf
No. 48 will have on our operating income, net eagrior retained earning

In May 2007, the FASB issued FSP FIN No. 4®&gfinition of “Settlement” in FASB InterpretationdN48. FSP FIN No. 48-1 provides guidance on how a
company should determine whether a tax positi@iffectively settled for the purpose of recognizprgviously unrecognized tax benefits. FSP FIN N&14
is effective upon initial adoption of FIN No. 48high we will adopt in the first quarter of fiscad@8, as indicated above.

In September 2006, the U.S. Securities and Exch@ogemission (“SEC”) issued Staff Accounting Bulie(fSAB”) No. 108,Considering the Effects of
Prior Year Misstatements when Quantifying Misstatets in Current Year Financial Stateme, which provides interpretive guidance on the cdestion o
the effects of prior-year misstatements in quamgfycurrent-year misstatements for the purposernéteriality assessment. SAB No. 108 is effectore f
fiscal years ending after November 15, 2006. WetbSAB No. 108 in the fourth quarter of fiscaDZ0The cumulative effect of initially applying the
provisions of SAB No. 108 may be reported as a dative adjustment to retained earnings at the lmeginof the year of adoption. The adoption of SAB
No. 108 had no impact on our net earnings or firposition.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsSFAS No. 157 defines fair value, establishesaméwork for measuring fair
value in generally accepted accounting principtes @xpands disclosures about fair value measurem®@RAS No. 157 applies under other accounting
pronouncements that require or permit fair valuasneements, the FASB having previously concludetidse accounting pronouncements that fair value is
the relevant measurement attribute. AccordinghASINo. 157 does not require any new fair value mesasents. SFAS No. 157 is effective for fiscal gear
beginning after December 15, 2007. We plan to a86#tS No. 157 beginning in the first quarter o€és2009. We are evaluating the impact, if any, the
adoption of SFAS No. 157 will have on our operaiimgpme or net earnings.

In February 2007, the FASB issued SFAS No. % Fair Value Option for Financial Assets and Fingl Liabilities. SFAS No. 159 permits companies
choose to measure many financial instruments arndigether items at fair value. The objectivedsmprove financial reporting by providing companie
with the opportunity to mitigate volatility in reped earnings caused by measuring related asstahilities differently without having to applyomplex
hedge accounting provisions. SFAS No. 159 is dffedor fiscal years beginning after November 1802 Companies are not allowed to adopt SFAS
No. 159 on a retrospective basis unless they cheadg adoption. We plan to adopt SFAS No. 15%athteginning of fiscal 2009. We are evaluating
impact, if any, the adoption of SFAS No. 159 wiMe on our operating income or net earnings.

Outlook for Fiscal 2008

Our outlook for fiscal 2008 is based on informatesently available and contains certain assumgtiegarding future economic conditions. Differenice
actual economic conditions compared with our assiomg could have a material impact on our fiscdl@€esults. Refer to Item 1/Risk Factors of this
Annual Report on Form 10-K for additional importdattors that could cause future results to difiterially from those contemplated by the following
forward-looking statements.

Looking forward to fiscal 2008, we are projectirgt rarnings in a range of $3.10 to $3.25 per dilsteare, an average increase of 14%. We expect the
earnings growth to be driven primarily by an ingeén revenue of approximately 9% and a reductiosur SG&A rate, partially offset by a decreaseun
gross profit rate. Our effective income tax rateffecal 2008 is projected to be approximately 36%.

Specifically, we are forecasting revenue of $39llibh in fiscal 2008, compared with revenue of 5illion in fiscal 2007. We expect the opening of
approximately 130 new stores will drive more thaif bf the revenue growth. For the fiscal year,axe projecting an increase in comparable store sdile
3% to 5%. Our fiscal 2008 reporting period will inde 52 weeks, whereas our fiscal 2007 reportimgpgéncluded 53 weeks.
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Our fiscal 2008 outlook assumes an improvementimoperating income rate of approximately 0.3%evenue, compared with fiscal 2007. The
improvement in our operating income rate is expktiebe driven by a reduction in our SG&A rate di% to 0.7% of revenue as we continue to improve
efficiency and leverage revenue growth. The impneeet in our SG&A rate is expected is to be pastiaffset by a decline in our gross profit rate &% to
0.4% of revenue, driven primarily by a lower-marggwenue mix.

Consistent with management’s focus on long-ternemere and earnings growth generation, we do notgeav specific forecast for quarterly earnings per
share. However, we anticipate that our expectedatipg income rate improvement and annual earrgngath will be realized in the second half of thecél
year. Our guidance assumes a modest operating encate decline and no material improvement in aetiags for the first half of the fiscal year. This
outlook includes the impact of a continuation @ tihange in revenue mix, a significant increaseein-store openings, higher spending on our services
business and call centers, and reduced leveraggmenses in the first half of the fiscal year, vitseasonally has lower revenue than the secondwialf
expect greater benefits in the second half ofidwaf year from leveraging our operating model ssmore stores and refining our store operatingefriod
improve employee productivity. Additionally, we eqt gross profit rate pressure due to the change/enue mix to moderate in the second half ofitwal
year, amid a more rational promotional environment.

Capital expenditures in fiscal 2008 are expectdaet@800 million to $850 million, excluding expendes associated with acquiring Speakeasy and any
additional acquisitions. Of that total, we expgmp@ximately $500 million will support our plannedw-store openings and various store enhancement
projects, including the costs of adding MagnoliaréoTheater rooms to additional U.S. Best Buy st@escifically, the capital expenditures are expe¢d
support the opening of approximately 90 new U.&tBeiy stores; up to five Pacific Sales storesetto five Canada Best Buy stores; seven to niteré&u
Shop stores; 20 to 23 Five Star stores; and twiora® China Best Buy stores. We also anticipat@iogeest stores in Mexico and Turkey within thetnE2
to 18 months. In addition, we anticipate relocatpgroximately eight U.S. Best Buy stores and agprately two Future Shop stores, and we expect to
remodel and enhance certain existing stores.

Capital expenditures in fiscal 2008 also are exgrbt include approximately $230 million in techogy investments intended, among other things, to
improve our supply chain and service delivery céjies, as well as increase our operating efficies.

During fiscal 2008, we plan to continue our qudyteash dividend program. We will continue to ewithe amount of our quarterly dividend basedwn o
strong cash and short-term investments posititheaénd of fiscal 2007, and our cash flows gendrdteing fiscal 2008.

We also expect to continue repurchasing our comstaek during fiscal 2008 pursuant to the $1.5dmillshare repurchase program authorized by our Board
in June 2006. There is no stated expiration datemying the period over which we can make our sheparchases.

We intend to update our annual earnings guidanee iire reasonably confident that annual resudtegpected to change materially.

Subsequent Event

Effective May 1, 2007, we acquired Speakeasy faridélion in cash, including transaction costs, jsabto certain post-closing adjustments. In cotinac
with this transaction, we also repaid $6 millionSpfeakeasy’s debt. We acquired Speakeasy to stemgtr technology portfolio for small business
customers, delivered through Best Buy For Businglgs.acquisition will be accounted for in the figstarter of fiscal 2008 using the purchase method i
accordance with SFAS No. 14Business CombinationsAccordingly, the net assets will be recordechatrtestimated fair values, and operating resuilis w
be included in our financial statements from thieedd acquisition. The purchase price will be adli@el on a preliminary basis using information coitye
available. Goodwill is projected to be approximatgT'5 million and is not expected to be deductibletax purposes. The allocation of the purchaseego
the assets and liabilities acquired will be finetizo later than the first quarter of fiscal 2089we obtain more information regarding asset vians,
liabilities assumed and revisions of preliminarsireates of fair values made at the date of acqorsit
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Our debt is not subject to material interest-ratiatdity risk. The rates on a substantial port@frour debt may be reset, but not more than oneepéage
point higher than the current rates. If the rateshe debt were to be reset one percentage pgihéhiour annual interest expense would increase by
approximately $4 million. We do not manage our detsrest-rate volatility risk through the use efigative instruments.

We have market risk arising from changes in foreigimency exchange rates related to our Internatioperations. A 10% adverse change in the foreign
currency exchange rate would not have a signifizapaict on our results of operations or financiaigon. We do not manage our foreign currency erga
rate risk through the use of derivative instruments

Changes in the overall level of interest ratescaffeterest income generated from our short-terthlang-term investments in debt securities. If aller
interest rates were one percentage point lowerthaent rates, our annual interest income woutdinie by approximately $29 million based on ourrsho
term and long-term investments as of March 3, 200& do not manage our investment interest-ratetilitfaisk through the use of derivative instrunen

Overall, there have been no material changes ipomary risk exposures or management of markks isince the prior year. We do not expect any rizter
changes in our primary risk exposures or managenfentrket risks for the foreseeable future.
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Item 8. Financial Statements and Supplementary Data

Management’'s Report on the Financial Statements

Our management is responsible for the preparaititegrity and objectivity of the accompanying colicated financial statements and the related firdnc
information. The financial statements have beepamed in conformity with accounting principles geally accepted in the United States of America and
necessarily include certain amounts that are basegstimates and informed judgments. Our manageatemprepared the related financial information
included in this Annual Report on Form 10-K andesponsible for its accuracy and consistency wighfinancial statements.

The consolidated financial statements have beeitealioly Deloitte & Touche LLP for the years endedrbh 3, 2007, and February 25, 2006, and by Ernst &
Young LLP for the year ended February 26, 2005 eshdent registered public accounting firms whalaeted their audits in accordance with the starglard
of the Public Company Accounting Oversight Boarai(eld States). The independent registered pubtiowatting firms’ responsibility is to express an

opinion as to the fairness with which such finahstatements present our financial position, resofitoperations and cash flows in accordance with
accounting principles generally accepted in thetééhBtates.

Management’'s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting as defined in Rule 13a-15(f) under the
Securities Exchange Act of 1934. Our internal adrdwer financial reporting is designed under thpesvision of our principal executive officer antghgipal
financial officer, and effected by our Board of &itors, management and other personnel, to prosa®nable assurance regarding the reliabilitynafitial
reporting and the preparation of financial statet:éor external purposes in accordance with acéogmtrinciples generally accepted in the Unitedetanc
include those policies and procedures that:

(1) Pertain to the maintenance of records that in resisle detail accurately and fairly reflect our sactions and the dispositions of our assets;

(2) Provide reasonable assurance that our transactierrecorded as necessary to permit preparatifinasfcial statements in accordance with accounting
principles generally accepted in the United Statad, that our receipts and expenditures are beadgronly in accordance with authorizations of our
management and Board of Directors; and

(3) Provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, oselisposition of our assets that could have a
material effect on our financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @étaisstatements. Therefore, even those systeraguieed
to be effective can provide only reasonable asserarith respect to financial statement preparadiah presentation.

Under the supervision and with the participatiomof management, including our principal executiffeeer and principal financial officer, we asseas$iee
effectiveness of our internal control over finaheaporting as of March 3, 2007, using the criteséd forth by the Committee of Sponsoring Orgainnat of
the Treadway Commission (“COSQ”) internal Control — Integrated FrameworRased on its assessment, management has conchadexlit internal
control over financial reporting was effective ddviarch 3, 2007. During its assessment, managedidmtot identify any material weaknesses in ougrinal
control over financial reporting. Management hasdwded from its assessment the internal controt fmancial reporting at Pacific Sales Kitchen d&@ath
Centers, which was acquired on March 7, 2006, dmobe financial statements reflect total assetd@atirevenues constituting 3% and 1%, respectj\aly
the consolidated financial statement amounts amdffor the year ended March 3, 2007. Managemenalsa excluded from its assessment the internal
control over financial reporting at Jiangsu FivarSippliance Co., in which a 75% interest was asglion June 8, 2006, and whose financial statements
reflect total assets and total revenues constguib and 2%, respectively, of the consolidatedrfoma statement amounts as of and for the yeardende
March 3, 2007. Deloitte & Touche LLP, the indepeamtdegistered public accounting firm that audited consolidated financial statements for the yealee
March 3, 2007, included in Item Binancial Statements and Supplementary Dafdhis Annual Report on Form 10-K, has issued mqualified attestation
report on management’s assessment of internalaiaer financial reporting.

2z o 1)L

Bradbury H. Anderson Darren R. Jackson
Vice Chairman and Chief Executive Officer Executive Vice Preside— Finance
(Principal Executive Officer) and Chief Financial Officer

(Principal Financial Officer)
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Report of Independent Registered Public Accountindgrirm

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

We have audited the accompanying consolidated balsineets of Best Buy Co., Inc. and subsidiarfes“‘@ompany”) as of March 3, 2007 and February 25,
2006, and the related consolidated statementsroings, changes in shareholders’ equity, and das¥sffor each of the years ended March 3, 2007 and
February 25, 2006. Our audit also included therfoma statement schedule listed in the Index a li&(a). These financial statements and finantidément
schedule are the responsibility of the Company’sagament. Our responsibility is to express an opioin these financial statements and financia¢stant
schedule based on our audits. The financial statenod the Company for the year ended Februar@@5, were audited by other auditors whose report,
dated May 5, 2005, expressed an unqualified opioiothose statements.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversighti@q@nited States). Those standards require that we
plan and perform the audit to obtain reasonablerasse about whether the financial statementsraeedf material misstatement. An audit includes
examining, on a test basis, evidence supportinguh@unts and disclosures in the financial statesnéut audit also includes assessing the accounting
principles used and significant estimates made &dyagement, as well as evaluating the overall filghstatement presentation. We believe that ouitaud
provides a reasonable basis for our opinion.

In our opinion, such consolidated financial statete@resent fairly, in all material respects, tinarficial position of Best Buy Co., Inc. and sulssiiis as of
March 3, 2007 and February 25, 2006, and the sesiitheir operations and their cash flows for eafctine years ended March 3, 2007 and February 25,
2006, in conformity with accounting principles geally accepted in the United States of America.0Als our opinion, such financial statement schedul
when considered in relation to the basic consdaidifinancial statements taken as a whole, presginlis in all material respects, the informaticet $orth
therein.

As discussed in Note 1 to the consolidated findrst&ements, effective February 27, 2005, Best Bay Inc. and subsidiaries changed their method of
accounting for share-based payments to adopt Statewh Financial Accounting Standards No. 123@t)are-Based Payment.

We have also audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the effectiveness of the
Company'’s internal control over financial reportig of March 3, 2007, based on the criteria estaédi ininternal Control — Integrated Framewoissued
by the Committee of Sponsoring Organizations offtteadway Commission and our report dated AprilZZ87, expressed an unqualified opinion on
management’s assessment of the effectiveness @fdimpanys internal control over financial reporting andusngualified opinion on the effectiveness of
Company'’s internal control over financial reporting

Deladke Towel,_wrp

Minneapolis, Minnesota
April 25, 2007
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Report of Independent Registered Public Accountindgrirm

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

We have audited management’s assessment, inclodied accompanying Management’s Annual Reporttefrival Control over Financial Reporting, that
Best Buy Co., Inc. and subsidiaries (the “Compamydintained effective internal control over finaalaieporting as of March 3, 2007, based on criteria
established iftnternal Control — Integrated Framewoidsued by the Committee of Sponsoring Organizatidrise Treadway Commission. As described in
Management’s Annual Report of Internal Control OWrancial Reporting, Management has excluded ftsrassessment the internal control over financial
reporting at Pacific Sales Kitchen and Bath Centehich was acquired on March 7, 2006, and whasfiial statements reflect total assets and total
revenues constituting 3% and 1%, respectivelyhefdonsolidated financial statement amounts aaafar the year ended March 3, 2007. Management has
also excluded from its assessment the internataoover financial reporting at Jiangsu Five Staphance Co., in which a 75% interest was acquinred

June 8, 2006, and whose financial statements tefieal assets and total revenues constituting B&2&%6, respectively, of the consolidated financial
statement amounts as of and for the year endedniVBar2007. The Company’s management is resporfsibl@aintaining effective internal control over
financial reporting and for its assessment of ffiecéveness of internal control over financial ogfing. Our responsibility is to express an opindom
management’s assessment and an opinion on théheffeess of the Company’s internal control oveafioial reporting based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversighti@q&@nited States). Those standards require that we
plan and perform the audit to obtain reasonableraese about whether effective internal controlrdir@ncial reporting was maintained in all matéria
respects. Our audit included obtaining an undedatgnof internal control over financial reportireyaluating management’s assessment, testing and
evaluating the design and operating effectivenéggernal control, and performing such other pdhaes as we considered necessary in the circunestanc
We believe that our audit provides a reasonablis iaisour opinions.

A company'’s internal control over financial repodgiis a process designed by, or under the supenvigj the company’s principal executive and pipati
financial officers, or persons performing similan€tions, and effected by the company’s board mefotiors, management, and other personnel to provide
reasonable assurance regarding the reliabilitynaitial reporting and the preparation of finanstatements for external purposes in accordande wit
generally accepted accounting principles. A comgzaimgernal control over financial reporting incleslthose policies and procedures that (1) peraimet
maintenance of records that, in reasonable dewilrately and fairly reflect the transactions disgpositions of the assets of the company; (2)ipev
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally accepteduatiog
principles, and that receipts and expenditureh@icbmpany are being made only in accordance witioaizations of management and directors of the
company; and (3) provide reasonable assurancediaggsrevention or timely detection of unauthorizedjuisition, use, or disposition of the company’s
assets that could have a material effect on tlaéial statements.

Because of the inherent limitations of internalteoinover financial reporting, including the posstip of collusion or improper management overriofe
controls, material misstatements due to errorasdrmay not be prevented or detected on a timedig balso, projections of any evaluation of the
effectiveness of the internal control over finahoggorting to future periods are subject to tisi that the controls may become inadequate becduse
changes in conditions, or that the degree of caanpé with the policies or procedures may deterorat

In our opinion, management’s assessment that tihep@oy maintained effective internal control oveificial reporting as of March 3, 2007, is fairlgtet,
in all material respects, based on the criteriatdished innternal Control-Integrated Framewoiksued by the Committee of Sponsoring Organizatidns
the Treadway Commission. Also in our opinion, tl@rpany maintained, in all material respects, eiffedhternal control over financial reporting as of
March 3, 2007, based on the criteria establishédt@rnal Control-Integrated Framewoiksued by the Committee of Sponsoring Organizatidrige
Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Blo@snited States), the consolidated financial
statements and financial statement schedule asdofoa the year ended March 3, 2007, of the Compantlyour report dated April 25, 2007, expressed an
unqualified opinion on those financial statememts financial statement schedule and included ataagpory paragraph relating to the Company’s change
effective February 27, 2005, in its method of acting for share-based payments.

Delalle {Tonel_wee

Minneapolis, Minnesota
April 25, 2007
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Report of Independent Registered Public Accountindgrirm on Consolidated Financial Statements

Shareholders and Board of Directors
Best Buy Co., Inc.

We have audited the accompanying consolidatednstaites of earnings, changes in shareholders’ ety cash flows for the year ended February 265 200
of Best Buy Co., Inc. and subsidiaries. Our auldiv éncluded the financial statement scheduledigtetem 15(a) for the year ended February 26 520hes:
financial statements and schedule are the resphitysitf the Company’s management. Our respongibii to express an opinion on these financial
statements and schedule based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversighti@q@nited States). Those standards require that we
plan and perform the audit to obtain reasonableraese about whether the financial statementsraeedf material misstatement. An audit includes
examining, on a test basis, evidence supportinguih@unts and disclosures in the financial statesnéut audit also includes assessing the accounting
principles used and significant estimates made &yagement, as well as evaluating the overall filghstatement presentation. We believe that ouitaud
provides a reasonable basis for our opinion.

In our opinion, the financial statements referredliove present fairly, in all material respedts, ¢donsolidated results of operations and castsfloiviBest
Buy Co., Inc. and subsidiaries for the year endaarfrary 26, 2005, in conformity with U.S. generalbcepted accounting principles. Also, in our aginithe
related financial statement schedule for the yaded February 26, 2005, when considered in relatidhe basic financial statements taken as a whole
presents fairly, in all material respects, the iinfation set forth therein.

éMmthuP

Minneapolis, Minnesota
May 5, 2005
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Consolidated Balance Sheets

$ in millions, except per share amounts

March 3, February 25,
2007 2006
Assets
Current Assets
Cash and cash equivalents $ 1,20 $ 748
Short-term investments 2,58¢ 3,041
Receivables 548 449
Merchandise inventories 4,02¢€ 3,33¢€
Other current assets 712 409
Total current assets 9,081 7,98t
Property and Equipment
Land and buildings 705 580
Leasehold improvements 1,54C 1,32E
Fixtures and equipment 2,627 2,89¢
Property under capital lease 32 33
4,904 4,83€
Less accumulated depreciation 1,96€ 2,124
Net property and equipment 2,93¢€ 2,712
Goodwill 919 557
Tradenames 81 44
Long-Term Investments 318 218
Other Assets 233 348
Total Assets $ 13,57C $ 11,86¢
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable $ 3,934 $ 3,234
Unredeemed gift card liabilities 496 469
Accrued compensation and related expenses 332 354
Accrued liabilities 990 878
Accrued income taxes 489 703
Short-term debt 41 —
Current portion of long-term debt 19 418
Total current liabilities 6,301 6,05€
Long-Term Liabilities 443 373
Long-Term Debt 590 178
Minority Interests 35 —
Shareholders’ Equity
Preferred stock, $1.00 par value: Authorized — @00,shares; Issued and outstanding — none — —
Common stock, $.10 par value: Authorized — 1 hillghares; Issued and
outstanding — 480,655,000 and 485,098,000 shasgectively 48 49
Additional paid-in capital 430 643
Retained earnings 5,507 4,304
Accumulated other comprehensive income 216 261
Total shareholders’ equity 6,201 5,257
Total Liabilities and Shareholders’ Equity $ 13,57C $ 11,864

See Notes to Consolidated Financial Statements.
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Consolidated Statements of Earnings

$ in millions, except per share amounts

March 3, February 25, February 26,
Fiscal Years Ended 2007 2006 2005
Revenue $ 35,93 $ 30,84¢ $ 27,43:
Cost of goods sold 27,16t 23,122 20,93¢
Gross profit 8,76¢ 7,72€ 6,49t
Selling, general and administrative expenses 6,77C 6,082 5,058
Operating income 1,99¢ 1,644 1,442
Net interest incom 111 77 1
Gain on investments 20 — —
Earnings from continuing operations before incomeexpense 2,13C 1,721 1,44%
Income tax expense 752 581 509
Minority interest in earnings 1 — —
Earnings from continuing operations 1,377 1,14C 934
Gain on disposal of discontinued operations (Nyt@et of tax — — 50
Net earning: $ 1,377 $ 1,14C $ 984
Basic earnings per share:
Continuing operations $ 2.86 $ 2.33 $ 1.91
Gain on disposal of discontinued operations — — 0.10
Basic earnings per share $ 2.86 $ 2.33 $ 2.01
Diluted earnings per share:
Continuing operations $ 2.79 $ 2.27 $ 1.86
Gain on disposal of discontinued operations — — 0.10
Diluted earnings per share $ 2.79 $ 2.27 $ 1.96
Basic weighted-average common shares outstandingillions) 482.1 490.2 488.¢€
Diluted weighted-average common shares outstar(@ingillions) 496.2 504.¢€ 505.C

See Notes to Consolidated Financial Statements.
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Consolidated Statements of Cash Flows

$ in millions
March 3,  February 25,  February 26,
Fiscal Years Ended 2007 2006 2005
Operating Activities
Net earnings $ 1,377 $ 1,14C $ 984
Gain from disposal of discontinued operations,afétx — — (50)
Earnings from continuing operations 1,377 1,14C 934
Adjustments to reconcile earnings from continuipgmations to total cash provided by operating & from
continuing operations:
Depreciation 509 456 459
Asset impairment charges 32 4 22
Stock-based compensation 121 132 1)
Deferred income taxes 82 (151) (28)
Excess tax benefits from stock-based compensation (50) (55) —
Other, net (11) 3) 24
Changes in operating assets and liabilities, nacqtiired assets and liabilities:
Receivables (70) (43) (30)
Merchandise inventories (550) (457) (240)
Other assets (47) (11) (50)
Accounts payable 320 385 347
Other liabilities 185 165 243
Accrued income taxes (136) 178 301
Total cash provided by operating activities fronmtiouing operations 1,762 1,74C 1,981
Investing Activities
Additions to property and equipment, net of $75 &hdl7 non-cash capital expenditures in fiscal 28@® 2005,
respectively (733) (648) (502)
Purchases of available-for-sale securities (4,547) (4,319 (8,517)
Sales of available-for-sale securities 4,88€ 4,187 7,73C
Acquisitions of businesses, net of cash acquired (421) — —
Proceeds from disposition of investments 24 — —
Change in restricted assets — (20) (140)
Other, net 5 46 7
Total cash used in investing activities from couniiy operations (780) (754) (1,422)
Financing Activities
Repurchase of common stock (599) (772) (200)
Issuance of common stock under employee stock paechlan and for the exercise of stock options 217 292 256
Dividends paid 174) (151) (137)
Repayments of debt (84) (69) (371)
Proceeds from issuance of debt 96 36 —
Excess tax benefits from stock-based compensation 50 55 —
Other, net (19) (10) (7)
Total cash used in financing activities from coutirg operations (513) (619) (459)
Effect of Exchange Rate Changes on Cash (12) 27 9
Increase in Cash and Cash Equivalents 457 394 109
Cash and Cash Equivalents at Beginning of Year 748 354 245
Cash and Cash Equivalents at End of Year $ 1,205 $ 748 $ 354
Supplemental Disclosure of Cash Flow Information
Income taxes paid $ 804 $ 547 $ 241
Interest paid 14 16 35

See Notes to Consolidated Financial Statements.
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Consolidated Statements of Changes in Shareholdergquity

$ and shares in millions

Accumulated

Common Additional Other
Common Paid-In Retained Comprehensive
Shares Stock Capital Earnings Income Total

Balances at February 28, 2004 487 $49 $ 819 $ 2,46¢ $ 86 3,422
Net earning: — — — 984 — 984
Other comprehensive income, net of tax:

Foreign currency translation adjustments — — — — 59 59

Other — — — — 4 4
Total comprehensive income 1,047
Stock options exercised 10 1 219 — — 220
Tax benefit from stock options exercised and emgdostock

purchase plan — — 60 — — 60
Issuance of common stock under employee stock peechlan 2 — 36 — — 36
Vesting of restricted stock awards — — 1 — — 1
Common stock dividends, $0.28 per share — — — (237) — (137)
Repurchase of common stock 6) @ (199) — — (200)
Balances at February 26, 2005 493 E 936 3,31t 149 4,44¢
Net earning: — — — 1,14C — 1,14C
Other comprehensive income, net of tax:

Foreign currency translation adjustments — — — — 101 101

Other — — — — 11 11
Total comprehensive income 1,252
Stock options exercised 9 1 256 — — 257
Tax benefit from stock options exercised and emgdostock

purchase plan — — 55 — — 55
Issuance of common stock under employee stock peechlan 1 — 35 — — 35
Stock-based compensation — — 132 — — 132
Common stock dividends, $0.31 per share — — — (151) — (151)
Repurchase of common stock (18) ) (771) — — (772)
Balances at February 25, 2006 485 E 643 4,304 261 5,257
Net earning: — — — 1,377 — 1,377
Other comprehensive loss, net of tax:

Foreign currency translation adjustments — — — — (33) (33)

Other — — — — 12) (12)
Total comprehensive income 1,332
Stock options exercised 7 1 167 — — 168
Tax benefit from stock options exercised and emgdostock

purchase plan — — a7 — — a7
Issuance of common stock under employee stock peechlan 1 — 49 — — 49
Stock-based compensation — — 121 — — 121
Common stock dividends, $0.36 per share — — — (274) — (174)
Repurchase of common stock 12 2 (597) — — (599)
Balances at March 3, 2007 481 @ $ 430 $ 5,507 $ 216 $ 6,201

See Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements

$ in millions, except per share amounts

1. Summary of Significant Accounting Policies
Description of Business

Best Buy Co., Inc. is a specialty retailer of cangu electronics, home-office products, entertairinseftware, appliances and related services, vustaf
2007 revenue from continuing operations of $35li@hi

We operate two reportable segments: Domestic amdnistional. The Domestic segment is comprised| &f.&. store and online operations of Best Buy,
Geek Squad, Magnolia Audio Video and Pacific SKikshen and Bath Centers, Inc. (“Pacific Sale¥Ve acquired Pacific Sales on March 7, 2006. U.St
Buy stores offer a wide variety of consumer elautrs, homesffice products, entertainment software, appliaremesrelated services through 822 stores ¢
end of fiscal 2007. Geek Squad provides resideatidlcommercial computer repair, support and ilagtah services in all U.S. Best Buy stores anti2at
stand-alone stores at the end of fiscal 2007. MégaAaidio Video stores offer high-end audio andeddproducts and related services through 20 satribe
end of fiscal 2007. Pacific Sales stores offer kFéghl home-improvement products, appliances antereiervices through 14 stores at the end of fizgar.

The International segment is comprised of all Cargtdre and online operations, including Best Buture Shop and Geek Squad, as well as all Chimea st
and online operations, including Best Buy, Geeké&sgand Jiangsu Five Star Appliance Co., Ltd. (“Fbtar”). We acquired a 75% interest in Five Star on
June 8, 2006. We opened our first China Best Boresh Shanghai on December 28, 2006. The Intemaltisegment offers products and services sinular t
those offered by the Domestic segment. Howevera@amest Buy stores do not carry appliances. Furfifiee Star stores and our China Best Buy store do
not carry entertainment software. At the end afdi2007, the International segment operated 12dr&shop stores and 47 Best Buy stores in Carada,
135 Five Star stores and one Best Buy store in&hin

In support of our retail store operations, we atsintain Web sites for each of our brands (Best&uy, BestBuyCanada.ca, BestBuy.com.cn, Five-Star.cn
FutureShop.ca, GeekSquad.com, GeekSquad.ca, Magkotiom and PacificSales.com).

In fiscal 2004, we sold our interest in Musiclartdr®s Corporation (“Musicland”). The transactiosuked in the transfer of all of Musicland’s assettser
than a distribution center in Franklin, Indianag @elected nonoperating assets. In fiscal 2005ewersed previously recorded valuation allowanees o
deferred tax assets related to the dispositioruofrderest in Musicland and recognized a tax hiens$ described in Note Discontinued Operationswe
have classified Musicland’s financial results ascditinued operations for all periods presenteds&iNotes to Consolidated Financial Statementgpéxc
where otherwise indicated, relate to continuingrapiens only.

Basis of Presentation

The consolidated financial statements include to®ants of Best Buy Co., Inc. and its subsidiadiegestments in unconsolidated entities over wieh
exercise significant influence but do not have mardre accounted for using the equity method. €hare of the net earnings or loss was not sigmififaa
any period presented. We have eliminated all iot@aany accounts and transactions.

Effective June 8, 2006, we acquired a 75% intéreBlve Star. Consistent with China’s statutoryuiegments, Five Star's fiscal year ends on Decerlher
Therefore, we have elected to consolidate FiveésStiaancial results on a two-month lag. There weoesignificant intervening events which would have

materially affected our consolidated financial staénts had they been recorded during the fiscal $e@ Note 3Acquisitions, for further details regarding
this transaction.

Reclassifications

To maintain consistency and comparability, certaimounts from previously reported consolidated fai@nstatements have been reclassified to conform t
the current-year presentation:

* We reclassified selected balances from receivdbleash and cash equivalents in our February 28,2fbnsolidated balance sheet.
< During the third quarter of fiscal 2007, we madana-time election to adopt the alternative traosithethod described in Financial Accounting

Standards Board (“FASB”) Staff Position (“FSP”) N6AS 123(R)-3Transition Election Related to

61




$ in millions, except per share amounts

Accounting for the Tax Effects of Share-Based Payweards.This election resulted in the reclassification xéess tax benefits from operating
activities to financing activities, as presentethia statement of cash flows. S&teck-Based Compensatibelow, for further details.

These reclassifications had no effect on previoteghprted operating income, net earnings or shidets equity.

Change in Accounting Principle

During the fourth quarter of fiscal 2007, we elelcte change our accounting principle to recogrieepurchase and sale of investments in marketatie d
and equity securities on the trade date. Priohédaurth quarter of fiscal 2007, we recognizesgéhgansactions in our consolidated financial siatgs on
the settlement date. We concluded that use of#itke tdate was preferable to the settlement datads date reflects the risks and rewards of imvest
ownership on a more timely basis. In addition, thethod more closely aligns with the standard nahagy utilized by our new investment custodian to
account for investment transactions. In accordavitte Statement of Financial Accounting Standar®&HAS") No. 154 Accounting Changes and Error
Corrections this change in accounting principle has been appéé&ospectively to our consolidated financiatestaents for all prior periods. This change in
accounting principle had no effect on previouslyared operating income, net earnings, sharehdldgudty or cash flows. The effect on the consakda
balance sheets for each applicable quarter wadllaw$ in fiscal 2007 and 2006 (unaudited):

2007 2006
3rd 2nd 4th 1st
Quarter Quarter Quarter Quarter
Cash and cash equivalents
As reported $ 1,202 $ 1,104 $ 748 $ 458
As adjusted 1,20¢ 1,104 748 458
Short-term investments
As reported 1,51z 1,564 3,051 2,14¢€
As adjusted 1,80z 1,534 3,041 2,101
Receivables
As reported 1,112 483 439 350
As adjusted 1,11F 513 449 413
Accrued liabilities
As reported 1,31F 958 878 741
As adjusted 1,615 958 878 757

This change in accounting principle had no effecany quarter of fiscal 2007 or 2006 other thars¢hio the table above.

Use of Estimates in the Preparation of Financial Stements

The preparation of financial statements in conféymiith accounting principles generally acceptethia United States (“GAAP”) requires us to make
estimates and assumptions. These estimates andgss affect the reported amounts in the conatdid balance sheets and statements of earningsllas
as the disclosure of contingent liabilities. Futtesults could be materially affected if actualiesdiffer from these estimates and assumptions.

Fiscal Year

Our fiscal year ends on the Saturday nearest th@ERebruary. Fiscal 2007 included 53 weeks aschfi2006 and 2005 each included 52 weeks.

Cash and Cash Equivalents

Cash primarily consists of cash on hand and baphksits. Cash equivalents primarily consist of momayket accounts and other highly liquid investraent
with an original maturity of three months or ledsen purchased. We carry these investments atwbigth approximates market value. The amounts di cas
equivalents at March 3, 2007, and February 25, 28@6e $695 and $350, respectively, and the weilghteerage interest rates were 4.8% and 3.3%,
respectively.

Outstanding checks in excess of funds on depdsitoK overdrafts”) totaled $183 and $230 at MarcB(®7, and February 25, 2006, respectively, and are
reflected as current liabilities in our consolidht®alance sheets.

Merchandise Inventories

Merchandise inventories are recorded at the loWaverage cost or market. In-bound freiglated costs from our vendors are included asgbdhie net co:
of merchandise inventories. Also included in thstad inventory are certain vendor allowances #ratnot a reimbursement of specific, incrementdl an



identifiable costs to promote a vendor’s produCiher costs associated with acquiring, storingteanasporting
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$ in millions, except per share amounts

merchandise inventories to our retail stores apersed as incurred and included in cost of gooldis so

Our inventory loss reserve represents anticipabgsgipal inventory losses (e.g., theft) that haveuo®d since the last physical inventory date. predelent
physical inventory counts are taken on a regulaistta ensure that the inventory reported in omsotidated financial statements is properly stafrding
the interim period between physical inventory csyumte reserve for anticipated physical inventossé&s on a location-by-location basis.

Our markdown reserve represents the excess ofitigrg value, typically average cost, over the antave expect to realize from the ultimate saletber
disposal of the inventory. Markdowns establish & nest basis for our inventory. Subsequent chaimgégts or circumstances do not result in the realeof
previously recorded markdowns or an increase innbely established cost basis.

Restricted Assets

Restricted cash and investments in debt secutitated $382 and $178, at March 3, 2007, and Fep2 2006, respectively, and are included in othe
current assets. Such balances are pledged asecallat restricted to use for vendor payables, gaiiability insurance, workerssompensation insurance ¢
warranty programs. The increase in restricted eashinvestments in debt securities compared withrugey 25, 2006, was due primarily to restricteshca
assumed in connection with the acquisition of FBtar. Five Star’s restricted cash represents baphsits pledged as security for certain vendor lplaga

Property and Equipment

Property and equipment are recorded at cost. W@atendepreciation using the straight-line methoelrdkie estimated useful lives of the assets. Leédeh
improvements are depreciated over the shortereif éstimated useful lives or the period from théedhe assets are placed in service to the ette dritial
lease term. Leasehold improvements made significafter the initial lease term are depreciatedrdlie shorter of their estimated useful lives @ th
remaining lease term, including renewal periodsgdfsonably assured. Accelerated depreciation mett@ generally used for income tax purposes.

When property is fully depreciated, retired or o#hise disposed of, the cost and accumulated degireciare removed from the accounts and any regulti
gain or loss is reflected in the consolidated steta of earnings.

Repairs and maintenance costs are charged diteatlypense as incurred. Major renewals or replanesribat substantially extend the useful life ofaret
are capitalized and depreciated.

Costs associated with the acquisition or developroksoftware for internal use are capitalized antbrtized over the expected useful life of thewgafe,
from three to seven years. A subsequent additiadifination or upgrade to internal-use softwaredpitalized only to the extent that it enablessbiware
to perform a task it previously did not performp@alized software is included in fixtures and gmuent. Software maintenance and training costs are
expensed in the period incurred.

Property under capital lease is comprised of bugsgiand equipment used in our retail operationscangbrate support functions. The related depriecidor
capital lease assets is included in depreciatiperse. Accumulated depreciation for property udeital lease was $6 and $5 at March 3, 2007, and
February 25, 2006, respectively.

Estimated useful lives by major asset categonaar®llows:

Life
Asset (in years)
Buildings 3040
Leasehold improvements 325
Fixtures and equipment 320
Property under capital lease 320

During the fourth quarter of fiscal 2007, we rema¥®m our fixed asset balances $621 of fully dejated assets that were no longer in service. 8$8st
adjustment was based primarily on an analysis ofiged asset records and certain other validgpimtedures and had no net impact to our fiscal 2007
consolidated balance sheet, statement of earnimgistement of cash flows.

Impairment of Long-Lived Assets and Costs AssociateWith Exit Activities

We account for the impairment or disposal of lovgd assets in accordance with SFAS No. Bbtounting for the Impairment or Disposal of Loniged
Assets, which requires long-lived assets, such as prg@ertl equipment, to be evaluated for impairmentnelier events or changes in
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$ in millions, except per share amounts

circumstances indicate the carrying value of aeta®sly not be recoverable. Factors considered itaptothat could result in an impairment review i,
but are not limited to, significant underperformamelative to historical or planned operating ressigignificant changes in the manner of use oatsets or
significant changes in our business strategiesmairment loss is recognized when the estimatelisesounted cash flows expected to result from geeaf
the asset plus net proceeds expected from disposifithe asset (if any) are less than the carryaige of the asset. When an impairment loss isgeized,
the carrying amount of the asset is reduced tesitisnated fair value based on quoted market pdcesher valuation techniques.

The present value of costs associated with locafi@sings, primarily future lease costs (net ofeotpd sublease income), are charged to earnings avhe
location is vacated.

Pre-tax asset impairment charges recorded in getlieneral and administrative expenses (“SG&A”sbgment were as follows in fiscal 2007, 2006 and
2005:

2007 2006 2005
Domestic $ 26 $ 4 $ 22
International 6 — —
Total $ 32 $ 4 $ 22

The impairment charges in fiscal 2007 and 200@ed|#o technology and store assets that were taleof service due to changes in our business. The
impairment charges in fiscal 2005 related to te@mpassets that were taken out of service dudaoages in our business and charges associatetheith
disposal of corporate facilities that had been texta

Leases

We conduct the majority of our retail and distribntoperations from leased locations. The leasgsime payment of real estate taxes, insurance aminon
area maintenance, in addition to rent. The ternmuiofease agreements generally range from 10 y@a6. Most of the leases contain renewal optioas
escalation clauses, and certain store leases eegpuitingent rents based on factors such as spagiéircentages of revenue or the consumer pries.ind
Other leases contain covenants related to the erginte of financial ratios.

For leases that contain predetermined fixed esoakbf the minimum rent, we recognize the related expense on a straight-line basis from the wate
take possession of the property to the end offtitialilease term. We record any difference betwiderstraight-line rent amounts and amounts payaider
the leases as part of deferred rent, in accrubditias or long-term liabilities, as appropriate.

Cash or lease incentives (“tenant allowances”)iveceupon entering into certain store leases aregrized on a straighiie basis as a reduction to rent fr
the date we take possession of the property thrtugknd of the initial lease term. We record thamortized portion of tenant allowances as a fart o
deferred rent, in accrued liabilities or long-tdiabilities, as appropriate.

At March 3, 2007, and February 25, 2006, deferesd included in accrued liabilities in our consatied balance sheets was $18 and $16, respectively,
deferred rent included in long-term liabilitiesanr consolidated balance sheets was $237 and &&5dectively.

Prior to fiscal 2007, we capitalized straight-lie&it amounts during the major construction phadeasfed properties. Beginning in the first quanfdiscal
2007, we adopted on a prospective basis, FSP N8.1B8A1,Accounting for Rental Costs Incurred During a Counstion Period.FSP No. FAS 13-1 requires
companies to expense rent payments for buildirgraund leases incurred during the constructionopgehe adoption of FSP No. FAS 13-1 did not have a
significant effect on our operating income or retnéngs. Straight-line rent is expensed as incustébequent to the major construction phase, igitie
period prior to the store opening.

Transaction costs associated with the sale andibaak of properties and any related gain or lossemognized on a straight-line basis over théinseriod
of the lease agreements. We do not have any rdtameontingent interests in the properties nowegrovide any guarantees in connection with tthe aad
leaseback of properties, other than a corporaig-tpyarantee of lease payments.

We also lease certain equipment under noncancedgleiting and capital leases. Assets acquiredr waghital leases are depreciated over the shdrteo
useful life of the asset or the lease term, inclgdienewal periods, if reasonably assured.
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$ in millions, except per share amounts

Goodwill and Intangible Assets
Goodwill

Goodwill is the excess of the purchase price dveffair value of identifiable net assets acquiretusiness combinations accounted for under thehpse
method. We do not amortize goodwill but test itifapairment annually, or when indications of potgntmpairment exist, utilizing a fair value appobeat
the reporting unit level. A reporting unit is thpesating segment, or a business unit one levelbtiat operating segment, for which discrete finainc
information is prepared and regularly reviewed égrsent management.

Tradenames

We have an indefinite-lived intangible asset relateour Pacific Sales tradename which is includetie Domestic segment. We also have indefinitedi
intangible assets related to our Future Shop avel &liar tradenames which are included in the Iatenal segment.

We determine fair values utilizing widely accepteduation techniques, including discounted castvsland market multiple analyses. During the fourth
quarter of fiscal 2007, we completed our annualdimpent testing of our goodwill and tradenames)@ishe valuation techniques as described above, and
determined there was no impairment.

The changes in the carrying amount of goodwill aadenames by segment for continuing operations agffollows in fiscal 2007, 2006 and 2005:

Goodwill Tradenames

Domestic __International Total Domestic __International Total
Balances at February 28, 2004 $ 3 $ 474 $ 477 $— $ 37 $ 37
Changes in foreign currency exchange rates — 36 36 — 3 3
Balances at February 26, 2005 _3 E 513 T W _40
Changes in foreign currency exchange rates — 40 40 — 4 4
Changes resulting from acquisitions 3 1 4 — — —
Balances at February 25, 2006 _6 E 557 T W _44
Changes resulting from acquisitions 369 27 396 17 21 38
Changes resulting from tax adjustméht — (22) (21) — — —
Changes in foreign currency exchange rates — 13) (13) — @) 1)
Balances at March 3, 2007 m m $ 919 $? m $—81

@ Adjustment related to the resolution of certaint@atters associated with our acquisition of Futiep.

Lease Right

Lease rights represent costs incurred to acquiréetise of a specific commercial property. Leagietsiare recorded at cost and are amortized texpense
over the remaining lease term, including renewsbpls, if reasonably assured. Amortization peri@dge up to 16 years, beginning with the date ke ta
possession of the property.

The gross cost and accumulated amortization oéleghts were $32 and $13 at March 3, 2007; and=$2P$10 at February 25, 2006. Lease rights
amortization was $4, $3 and $4 in fiscal 2007, 2806 2005, respectively. Current lease rights amaditvn is expected to be approximately $3 for eafctine
next five fiscal years.

Investments

Short-term and long-term investments are compiidedunicipal and United States government debtrigesias well as auction-rate securities and aégia
rate-demand notes. In accordance with SFAS No.Ad&yunting for Certain Investments in Debt and Bg8ecurities and based on our ability to market
and sell these instruments, we classify auctioa-saturities, variable-rate demand notes and othiestments in debt securities as available-foe-aad
carry them at amortized cost, which approximates/&due. Auction-rate securities and variable-idg¢enand notes are similar to short-term debt instnts
because their interest rates are reset periodidaihgstments in these securities can be solddsih on the auction date. We classify auctate-securities ar
variable-rate demand notes as short-term or long-tevestments based on the reset dates.
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In accordance with our investment policy, we plaaeinvestments with issuers who have high-qualigdit and limit the amount of investment expodore
any one issuer. We seek to preserve principal dntinize exposure to interest-rate fluctuationsihyiting default risk, market risk and reinvestmeisk.

We also hold investments in marketable equity séesrand classify them as available-for-sale. stweents in marketable equity securities are inaude
other assets in our consolidated balance sheetstments in marketable equity securities are tedat fair value, based on quoted market pricesnwh
available. All unrealized holding gains or losses @flected net of tax in accumulated other commg@nsive income in shareholders’ equity.

We review the key characteristics of our debt amgketable equity securities portfolio and theissification in accordance with GAAP on an annuaifa
or when indications of potential impairment exifta decline in the fair value of a security is de& by management to be other than temporary a$te ¢
basis of the investment is written down to fairugland the amount of the write-down is includethendetermination of net earnings.

Insurance

We are self-insured for certain losses relatecetdth, workers’ compensation and general liabglgims, although we obtain third-party insuranceerage
to limit our exposure to these claims. A portiorttidse self-insured losses is managed through dyatwned insurance captive. We estimate our self-
insured liabilities using a number of factors irtihg historical claims experience, an estimateofiired but not reported claims, demographic factor
severity factors and valuations provided by indeleen third-party actuaries. Our self-insuranceiliigds included in the consolidated balance sheats as
follows:

March 3, Feb. 25

2007 2006

Accrued liabilities $ 51 $ 83
Long-term liabilities 44 _
Total $ 95 $—83

Inventory Financing

We have inventory financing facilities through winicertain suppliers receive payments from a desigifdnance company on invoices we owe them.
Amounts due under the facilities are collateralibgd security interest in certain merchandiseribmges. The amounts extended bear interest, #xeeed
certain terms, at rates specified in the agreem@gsimpute interest based on our borrowing ratere/tthere is an average balance outstanding. lmhpute
interest is not significant. Certain agreementshanovisions that entitle the lenders to a portibthe cash discounts provided by the suppliers.

At March 3, 2007, and February 25, 2006, $39 arfi] &spectively, were outstanding and includeccirzed liabilities on our consolidated balance shee
and $196 and $177, respectively, were availablederunder these inventory financing facilities.

Borrowings and payments on our inventory finandaulities were classified as financing activitiasour consolidated statements of cash flows irigthet.

Income Taxes

We account for income taxes under the liability moelt Under this method, deferred tax assets ahilities are recognized for the estimated future ta
consequences attributable to differences betwezfirthncial statement carrying amounts of existingets and liabilities and their respective taxefaand
operating loss and tax credit carryforwards. Defgtax assets and liabilities are measured usiagtethincome tax rates in effect for the year iictvithose
temporary differences are expected to be recovaredttled. The effect on deferred tax assetsiabdities of a change in income tax rates is redoed in
our consolidated statement of earnings in the getiat includes the enactment date. A valuatiawalhce is recorded to reduce the carrying amounts o
deferred tax assets if it is more likely than r@ttsuch assets will not be realized.

In determining our provision for income taxes, vée an annual effective income tax rate based onahimcome, permanent differences between book and
tax income, and statutory income tax rates. Thecéffe income tax rate also reflects our assessaoiehe ultimate outcome of tax audits. We adjust o
annual effective income tax rate as additionalrimi@tion on outcomes or events becomes availabseréte events such as audit settlements or chamiges
laws are recognized in the period in which theyuocc

Our income tax returns, like those of most compmraee periodically audited by domestic and foreé&nauthorities. These audits include questions
regarding our tax filing positions, including thming and amount of deductions
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and the allocation of income among various tasfligtions. At any one time, multiple tax years subject to audit by the various tax authorities. In
evaluating the exposures associated with our vatiaxifiling positions, we record reserves for @tale exposures. A number of years may elapse bafore
particular matter, for which we have establishedsgrve, is audited and fully resolved or clarifiéée adjust our tax contingencies reserve and iectax
provision in the period in which actual resultsacfettlement with tax authorities differs from established reserve, the statute of limitationsreggor the
relevant taxing authority to examine the tax positbr when more information becomes available. Métide our tax contingencies reserve, includingusex
penalties and interest, in accrued income taxesuowonsolidated balance sheets and in incomexgense in our consolidated statements of earnings.

In July 2006, the FASB issued FASB Interpretatitifi”) No. 48, Accounting for Uncertainty in Income Taxes, anrpttetation of FASB Statement
No. 109. In May 2007, the FASB issued FSP FIN No. 4®éfinition of “Settlement” in FASB InterpretationoNM8. We will adopt FIN No. 48 and FSP F
No. 4¢-1 beginning in the first quarter of fiscal 200&e8lew Accounting Standardelow for further details.

Long-Term Liabilities

The major components of long-term liabilities atrivta3, 2007, and February 25, 2006, included l@rgitrent-related liabilities, deferred compensagitam
liabilities, self-insurance reserves and advaneesived under vendor alliance programs.

Foreign Currency

Foreign currency denominated assets and liabikitiesranslated into U.S. dollars using the exchaatgs in effect at our consolidated balance shatet
Results of operations and cash flows are translaed) the average exchange rates throughout timp@he effect of exchange rate fluctuations on
translation of assets and liabilities is includeschacomponent of shareholders’ equity in accumdlatber comprehensive income. Gains and losses from
foreign currency transactions, which are include@G&A, have not been significant.

Revenue Recognition

We recognize revenue when the sales price is fixeteterminable, collectibility is reasonably agsbiand the customer takes possession of the meliskan
or in the case of services, at the time the seligipeovided. Amounts billed to customers for slmgpand handling are included in revenue. Revesue i
reported net of estimated sales returns and exslsales taxes.

We estimate our sales returns reserve based amibétreturn rates. We initially established oales returns reserve in the fourth quarter of fi26@5. Our
sales returns reserve was $104 and $78, at Mai2b03, and February 25, 2006, respectively.

We sell extended service contracts on behalf afraelated third party. In jurisdictions where we aot deemed to be the obligor on the contract,
commissions are recognized in revenue at the tinsale. In jurisdictions where we are deemed tthkeobligor on the contract, commissions are reizegh
in revenue ratably over the term of the serviceremh Commissions represented 2.2%, 2.5% and Bf@#venues in fiscal 2007, 2006 and 2005,
respectively.

For revenue transactions that involve multipledstbles, we defer the revenue associated withuadglivered elements. The amount of revenue defénre
connection with the undelivered elements is deteechiusing the relative fair value of each elemwhich is generally based on each element’s relaétal
price. See additional information regarding ourtcoeer loyalty program isales Incentivelselow.

Gift Cards

We sell gift cards to our customers in our retttas, through our Web sites, and through selebiedi parties. We do not charge administrative faes
unused gift cards and our gift cards do not havexgiration date. We recognize income from gifdsawhen: (i) the gift card is redeemed by the qusio or
(ii) the likelihood of the gift card being redeemagdthe customer is remote (“gift card breakageit) we determine that we do not have a legal oliigab
remit the value of unredeemed gift cards to thevaaht jurisdictions. We determine our gift carddkage rate based upon historical redemption pattern
Based on our historical information, the likelihoofda gift card remaining unredeemed can be detexth24 months after the gift card is issued. At tinae,
we recognize
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breakage income for those cards for which theililogld of redemption is deemed remote and we dbvaet a legal obligation to remit the value of such
unredeemed gift cards to the relevant jurisdicti@ift card breakage income is included in reveinugur consolidated statements of earnings.

We began recognizing gift card breakage incomenduttie third quarter of fiscal 2006. Gift card brage income was as follows in fiscal 2007, 2006 and
2005:

2007M 20060 2005
Gift card breakage income $ 46 $ 43 $ =

@ Due to the resolution of certain legal matters eisded with gift card liabilities, we recognized%and $27 of gift card breakage income in fiscdl28nd 2006,
respectively, that related to prior fiscal years.

Sales Incentives

We frequently offer sales incentives that entitke customers to receive a reduction in the prica pfoduct or service. Sales incentives includeadists,
coupons and other offers that entitle a customegdeive a reduction in the price of a producteswise by submitting a claim for a refund or rebdter sales
incentives issued to a customer in conjunction wittale of merchandise or services, for which veettzg obligor, the reduction in revenue is recoguhiat th
time of sale, based on the retail value of theritige expected to be redeemed.

Customer Loyalty Program

We have a customer loyalty program which allows iners to earn points for each qualifying purchasint® earned enable members to receive a ceréficat
that may be redeemed on future purchases at Us$ BB stores. There are two ways that memberspasicipate and earn loyalty points.

First, we have a customer loyalty card where meméarn points for each purchase completed at L&&. Buy stores or through our BestBuy.com Web site.
We account for our customer loyalty program in adaoce with Emerging Issues Task Force (“EITF"uésslo. 00-22Accounting for “Points” and Certain
Other Time-Based or Volume-Based Sales IncentifegQaind Offers for Free Products or Services éd®livered in the FutureThe retail value of points
earned by our customer loyalty members is includextcrued liabilities and recorded as a reduatiorevenue at the time the points are earned, haisdide
percentage of points that are projected to be maddePrior to October 2006, we charged a loyalbgmm membership fee which was initially deferrad a
then recognized in revenue ratably over the merhiggperiod. Beginning in October 2006, we no longjesirge a membership fee for our customer loyalty
program.

Second, we have a co-branded credit card agreemithra third-party bank (the “Bank”) for the issuanof a customer loyalty credit card bearing thetBe
Buy brand. Cardholders earn points for qualifyingghases, including purchases made at Best BugtPearned enable cardholders to receive certicat
that may be redeemed on future purchases at Us$ BB stores. The Bank is the sole owner of tloeaets issued under the program and absorbs losses
associated with non-payment by the cardholderdrandulent usage of the accounts. We are respenfsibredeeming the points earned by the cardhalder
The Bank pays fees to us based on the number dit card accounts activated and card usage, ambueses us for certain costs associated with the
program. In accordance with EITF No. 00-2Revenue Arrangements with Multiple Deliverahle® defer revenue received from cardholder account
activations and recognize revenue on a straigbthamsis over the remaining term of the agreemeartd Gsage fees are recognized in revenue as actukt
card usage occurs.
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Cost of Goods Sold and Selling, General and Admirtisitive Expenses

The following table illustrates the primary coslassified in each major expense category:

Cost of Goods Solc SG&A
e Total cost of products sold including: « Payroll and benefit costs for retail and corpeemployees;
— Freight expenses associated with moving merclsaridiventories from our « Occupancy costs of retail, services and corpdetilities;
vendors to our distribution centers; « Depreciation related to retail, services anghomate assets;
— Vendor allowances that are not a reimbursemenpedific, incremental ar «  Advertising;
identifiable costs to promote a vendor’s produats] * Vendor allowances that are a reimbursementedifp, incremental
— Cash discounts on payments to vendors; and identifiable costs to promote a vendor’s préstuc
¢ Cost of services provided including; ¢ Charitable contributions;
— Payroll and benefits costs for services employaed ¢ Qutside service fees;
— Cost of replacement parts and related freigheasgps; ¢ Long-lived asset impairment charges; and
¢ Physical inventory losses; « Other administrative costs, such as credit sardice fees, supplies,
¢ Markdowns; and travel and lodging.

« Customer shipping and handling expenses;

¢ Costs associated with operating our distributionvoek, including payroll an
benefit costs, occupancy costs, and depreciation;

* Freight expenses associated with moving merdbariaventories from our
distribution centers to our retail stores; and

* Promotional financing costs.

Vendor Allowances

We receive vendor allowances for various prograrimarily volume incentives and reimbursementssjoecific costs such as markdowns, margin protey
advertising and sales incentives. Vendor allowapecegided as reimbursement of specific, incremeatal identifiable costs incurred to promote a veisdo
products are included as an expense reduction thieerost is incurred. All other vendor allowandasluding vendor allowances received in excessuof o
cost to promote a vendor’s product, are initiakfedred and recorded as a reduction of merchairdisatories. The deferred amounts are then incladeal
reduction of cost of goods sold when the relatedipet is sold.

Vendor allowances included in revenue for reimbuoneset of vendor-provided sales incentives and in 8@d reimbursement of specific, incremental and
identifiable SG&A costs to promote a vendor’s produvere as follows in fiscal 2007, 2006 and 2005:

2007 2006 2005
Revenue $ 29 $ 141 $ 85
SG&A $ 158 $ 138 $ 140

Advertising Costs

Advertising costs, which are included in SG&A, aspensed the first time the advertisement runseftsing costs consist primarily of print and téséen
advertisements as well as promotional events. tlegréising expenses were $692, $644 and $597dalfR007, 2006 and 2005, respectively. Allowances
received from vendors for advertising of $140, $488 $115, in fiscal 2007, 2006 and 2005, respelytiwere classified as reductions of advertising
expenses.

Pre-Opening Costs

Non-capital expenditures associated with opening rteves are expensed as incurred.

Stock-Based Compensation
SFAS No. 123(R)

At the beginning of fiscal 2006, we early-adoptiee tair value recognition provisions of SFAS No31&vised 2004)Ghare-Based Payme(it23(R)),
requiring us to recognize expense related to tihesédue of our stock-
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based compensation awards. We elected the mogifeepective transition method as permitted by SRAS123(R). Under this transition method, stock-
based compensation expense in fiscal 2007 andigBgles: (i) compensation expense for all stockeblacompensation awards granted prior to, butetot y
vested as of February 26, 2005, based on the dedaffair value estimated in accordance with tlgiraal provisions of SFAS No. 123ccounting for Stock-
Based Compensatic; and (ii) compensation expense for all stock-basedpensation awards granted subsequent to Fel26a005, based on the grant-
date fair value estimated in accordance with tlswipions of SFAS No. 123(R). We recognize compeosaxpense on a straiglire basis over the requisi
service period of the award (or to an employeé(tde retirement date, if earlier). Total stockskd compensation expense included in our consetidat
statement of earnings in fiscal 2007 and 2006 w24 $$82, net of tax) and $132 ($87, net of taedpectively. In accordance with the modified protipe
transition method of SFAS No. 123(R), financialulesfor prior periods have not been restated.

APB Opinion No. 2!

Prior to fiscal 2006, we applied Accounting PrinegpBoard (“APB”) Opinion No. 25Accounting for Stock Issued to Employeasd related Interpretations

in accounting for stock-based compensation awd&hdst to fiscal 2006, no stock-based compensatkpeese was recognized in our consolidated statament
of earnings for non-qualified stock options (“stamtions”), as the exercise price was equal toriheket price of our stock on the date of granaddition,

we did not recognize any stock-based compensatipense for our employee stock purchase plan (“EpRR’it was intended to be a plan that qualifies
under Section 423 of the Internal Revenue Cod®86,las amended. However, we did recognize stoskebeompensation expense for share awards.

We recognized compensation expense for time-bds@e swards on a straight-line basis over thenggteriod (or to an employeetligible retirement dat
if earlier) based on the fair value of the awardtmngrant date. We recognized compensation exgensearket-based share awards based on the current
stock price, the number of shares expected to atéhp vest and the vesting period. Outside valuadidvisors assisted us in determining the numbshaifes
ultimately expected to vest. We recognized comp@rsaxpense for performance-based awards oniglgtiane basis over the requisite service perimdt¢
an employee’s eligible retirement date, if earllzased on management’s estimate of the likelihd@tloieving company or personal performance gdids
award recipient’s relationship with us is termirthtall shares still subject to restrictions arddided and returned to the plan.

Stock-based compensation income recognized inl %&b on a pre-tax basis was $1. The fiscal 2686me reflects a change in vesting assumptionsibase
on our total shareholder return relative to thégrerance of the Standard & Poor’s 500 Index (“S&®') and an increase in our expected forfeiture.rat

Transition

In November 2005, the FASB issued FSP No. FAS 123(Rransition Election Related to Accounting for TefeEts of Share-Based Payment Awards.
During the third quarter of fiscal 2007, we electecédopt the alternative transition method progigeFSP No. FAS 123(R)-3 to calculate the taxaffef
stock-based compensation. The alternative transitiethod includes simplified methods to determireelieginning balance of the additional paid-in &dpi
(“APIC”) pool related to the tax effects of stockd®ed compensation, and to determine the subseiguaatt on the APIC pool and the statement of cash
flows of the tax effects of stock-based awards were fully vested and outstanding upon the adopifocSFAS No. 123(R).

In accordance with SFAS No. 154ccounting Changes and Error Correctiarthis change in accounting principle has beeniegpetrospectively to our
fiscal 2006 consolidated statement of cash flovie &ffect on the consolidated statement of castsfleas a decrease in operating activities with an
offsetting increase in financirggtivities of $22 in fiscal 2006. The adoption &F-No. FAS 123(R)-3 did not have an impact on qearating income, net earnings or shareholders’
equity.
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The table below illustrates the effect on net eaysiand earnings per share as if we had applief@ithealue recognition provisions of SFAS No. 183
stock-based compensation in fiscal 2005:

Net earnings, as report: $ 984
Add: Stock-based compensation income includedgornted net earnings, net of ték 1)
Deduct: Stock-based compensation expense determit fair value method for all awards, net of@x (60)
Net earnings, pro form @

Earnings per share:

Basic — as reported $ 2.01
Basic — pro forma $1.89
Diluted — as reported $ 1.96
Diluted — pro forma $1.87

@ Amount represents the stock-based compensatios, eattof tax, recognized under APB Opinion No. 25.

@ In the fourth quarter of fiscal 2005, we increased expected participant stock option forfeiturgeras a result of transferring to a third-partyvider certain corporate
employees, and the departure of certain senionsixes. This higher level of expected stock opfiorieitures reduced our fiscal 2005 pro forma stbaked compensati
expense. Fiscal 2005 pro forma stock-based compensxpense may not be indicative of future stbaked compensation expense.

The weightedaverage fair value of stock options granted dufiisgal 2005 used in computing pro forma compensagigpense was $14.18 per share. The
value of each stock option was estimated on the afagrant using the Black-Scholes option-pricingdel with the following assumptions in fiscal 2005:

Risk-free interest raté 3.4%
Expected dividend yield 0.9%
Expected stock price volatilit§ 40%
Expected life of stock optiorid 5.5 year:

@ Based on the five-year U.S. Treasury constant ritataterest rate whose term is consistent withékpected life of our stock options.

@ We used an outside valuation advisor to assist psdjecting the expected stock price volatilitye\tbnsidered both historical data and observabl&enharices of simila
equity instruments.

@ We estimated the expected life of stock optiongtagon historical experience.

New Accounting Standards

In July 2006, the FASB issued FIN No. #&,counting for Uncertainty in Income Taxes, antptetation of FASB Statement No. 169N No. 48 provides
guidance regarding the recognition, measuremeasegpntation and disclosure in the financial statésnefntax positions taken or expected to be takea tax
return, including the decision whether to file @t o file in a particular jurisdiction. FIN No. 48 effective for fiscal years beginning after Dextxer 15,
2006. We will adopt FIN No. 48 beginning in thesfiquarter of fiscal 2008. The cumulative effecapplying the provisions of FIN No. 48 upon initial
adoption will be reported as an adjustment to methiearnings as of the beginning of fiscal 2008.a/¢eevaluating the impact, if any, the adoptiofrIdf
No. 48 will have on our operating income, net eagsior retained earning

In May 2007, the FASB issued FSP FIN No. 4®&gfinition of “Settlement” in FASB InterpretationdN48. FSP FIN No. 48-1 provides guidance on how a
company should determine whether a tax positi@iffectively settled for the purpose of recognizprgviously unrecognized tax benefits. FSP FIN N&14
is effective upon initial adoption of FIN No. 48high we will adopt in the first quarter of fiscad@8, as indicated above.

In September 2006, the U.S. Securities and Exch@ogemission (“SEC”) issued Staff Accounting Bulie(fSAB”) No. 108,Considering the Effects of
Prior Year Misstatements when Quantifying Misstatets in Current Year Financial Stateme, which provides interpretive guidance on the cdestion o
the effects of prior-year misstatements in quamgfycurrent-year misstatements for the purposernéteriality assessment. SAB No. 108 is effectore f
fiscal years ending after November 15, 2006.
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We adopted SAB No. 108 in the fourth quarter afdi2007. The cumulative effect of initially appigi the provisions of SAB No. 108, may be reported a
cumulative adjustment to retained earnings at dggriming of the year of adoption. The adoption ABSNo. 108 had no impact on our net earnings or
financial position.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsSFAS No. 157 defines fair value, establishesmé&work for measuring fair
value in generally accepted accounting principted @xpands disclosures about fair value measurem®BAS No. 157 applies under other accounting
pronouncements that require or permit fair valuasneements, the FASB having previously concluddtigse accounting pronouncements that fair value is
the relevant measurement attribute. AccordinghASHNo. 157 does not require any new fair value mesasents. SFAS No. 157 is effective for fiscal gear
beginning after December 15, 2007. We plan to a86&#tS No. 157 beginning in the first quarter o€éis2009. We are evaluating the impact, if any, the
adoption of SFAS No. 157 will have on our operaiimcpme or net earnings.

In February 2007, the FASB issued SFAS No. I% Fair Value Option for Financial Assets and Fingl Liabilities. SFAS No. 159 permits companies
choose to measure many financial instruments arndigether items at fair value. The objectivedsmprove financial reporting by providing companie
with the opportunity to mitigate volatility in reped earnings caused by measuring related asseti@hbitities differently without having to applyomplex
hedge accounting provisions. SFAS No. 159 is dffedor fiscal years beginning after November 1802 Companies are not allowed to adopt SFAS
No. 159 on a retrospective basis unless they chemdg adoption. We plan to adopt SFAS No. 15%atteginning of fiscal 2009. We are evaluating
impact, if any, the adoption of SFAS No. 159 wiMe on our operating income or net earnings.

2. Discontinued Operations

In fiscal 2004, we sold our interest in Musiclaifitie buyer assumed all of Musicland’s liabilities;luding approximately $500 in lease obligationd paid
no cash consideration, in exchange for all of #ygtal stock of Musicland. The transaction alsaltesl in the transfer of all of Musicland’s assether than
a distribution center in Franklin, Indiana, andesétd nonoperating assets.

On March 25, 2005, we received notification frora thternal Revenue Service (“IRS”) of a favoral@salution of outstanding tax matters regarding the
disposition of our interest in Musicland. Basedlo& agreement with the IRS, we reversed previoesigrded valuation allowances on deferred tax asset
related to the disposition of our interest in Mgt and recognized a $50 tax benefit in fiscal5200

In accordance with SFAS No. 144, Musicland’s finahesults are reported separately as discontiopedations for all periods presented. No assets or
liabilities of Musicland were included in our cofidated balance sheets at March 3, 2007, or Fep2&r2006.

3. Acquisitions
Pacific Sales Kitchen and Bath Centers, |

On March 7, 2006, we acquired all of the commoglstaf Pacific Sales for $411, or $408, net of castuired, including transaction costs. We acquired
Pacific Sales, a high-end home-improvement andapg# retailer, to enhance our ability to grow védthaffluent customer base and premium brands asing
proven and successful showroom format. Utilizing élisting store format, we expect to expand thmeber of stores in order to capitalize on the expand
high-end segment of the U.S. appliance market.abagiisition was accounted for using the purchasbadean accordance with SFAS No. 148lisiness
Combinations Accordingly, we recorded the net assets at #stimated fair values, and included operating tesulour Domestic segment from the date of
acquisition. We allocated the purchase price orelirpinary basis using information then availafilbe allocation of the purchase price to the assads
liabilities acquired was finalized in the fourthagter of fiscal 2007. There were no significantuatiinents to the preliminary purchase price allocatill
goodwill is deductible for tax purposes.
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The final purchase price allocation, net of cagjuaed, was as follows:

Merchandise inventories $ 45
Property and equipment 2
Other asseté 19
Tradename 17
Goodwill 369
Current liabilities (44)
Total $ 408

@ Includes $7 related to the acquired customer srleklog.

Jiangsu Five Star Appliance Co., L

On June 8, 2006, we acquired a 75% interest in &tae for $184, including a working capital injertiof $122 and transaction costs. Five Star isppfiance
and consumer electronics retailer with 135 staseated in seven of China’s 34 provinces. We madénestment in Five Star to further our internaio
growth plans, to increase our knowledge of Chireesstomers and to obtain an immediate retail presen€hina. The acquisition was accounted for using
the purchase method in accordance with SFAS Nag.Bddiness CombinationsAccordingly, we recorded the net assets at g&imated fair values, and
included operating results in our Internationalrsegt from the date of acquisition. We allocatedghirchase price on a preliminary basis using inédiom
currently available. The allocation of the purchpsee to the assets and liabilities acquired balifinalized no later than the second quartersoiafi 2008, as
we obtain more information regarding asset valuatidiabilities assumed and revisions of prelimynestimates of fair values made at the date ofhase.
None of the goodwill is deductible for tax purpas

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

Restricted cash $ 204
Merchandise inventories 109
Property and equipment 78
Other assets 78
Tradename 21
Goodwill 27
Accounts payable (368)
Other current liabilities (39)
Debt (64)
Long-term liabilities 1)
Minority interests® (32)
Total $ 13

@ The minority owners’ proportionate share of assets liabilities were recorded at historical cargyiralues.

The minority owners’ proportionate share of nené@ags was $1 in fiscal 2007.

Five Star owns a 40% interest in, and purchasel&aapps from, Jiangsu Heng Xin Ge Li Air Conditior8ales Co., Ltd. Purchases from this affiliateaver
$43 in fiscal 2007. At March 3, 2007, less thaniis due to this affiliate for the purchase of egomies.

4. Investments
Short-Term and Long-Term Investments

The following table presents the amortized prinkgaounts, related weighted-average interest ratatyrities and major security types for our investts:

March 3, 2007 Feb. 25, 2006
Amortized Weighted- Amortized Weighted-
Principal Average Principal Average
Amount Interest Rate Amount Interest Rate
Short-term investments (less than one year) $ 2,58¢ 568% $ 3,041 4.76%
Long-term investments (one to three years) 318 5.68% 218 4.95%

Total $ 2,90€ $ 3,25¢



Municipal debt securities $ 2,84C

Auction-rate and asset-backed securities 66

Debt securities issued by U.S. Treasury and oth8r gbvernment entities —
Total $ 2,90€

$ 3,15E
97

$ 3,25¢
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The carrying value of our investments approximdéédvalue at March 3, 2007, and February 25, 200, to the rapid turnover of our portfolio and the
highly liquid nature of these investments. Therefohere were no significant realized or unrealigaiths or losses.

Marketable Equity Securities

The carrying values of our investments in marketanjuity securities at March 3, 2007, and Febr@&n2006, were $4 and $28, respectively. Net uizedl
(loss)/gain, net of tax, included in accumulatdieottomprehensive income was ($1) and $12 at M&r2b07, and February 25, 2006, respectively.

At February 25, 2006, our investments included 8,201 shares of Golf Galaxy, Inc. (“Golf Galaxy§remon stock with a carrying value of $24. On
February 13, 2007, Golf Galaxy completed a merg#r @ick’s Sporting Goods, Inc. Under the termghad merger agreement, each outstanding share of
Golf Galaxy common stock was converted into thatrig receive $18.82 per share in cash, withoer@st. In connection with the merger, we sold our
1,276,001 shares of Golf Galaxy common stock andgeized a $20 gain on the sale in fiscal 2007¢ckviias included in gain on investments in our
consolidated statement of earnings.

5. Debt

Short-term debt consisted of the following:

March 3, Feb. 25

2007 2006

Notes payable to banks, secured, interest ratggngfrom 3.5% to 6.79 $ 21 $—

Revolving credit facility, secured, variable intsrreate of 5.6% at March 3, 2007 20 —

Total short-term debt T $_—

Fiscal Year 2007 2006

Maximum outstanding during the year $ 78 $—

Average amount outstanding during the year $ 57 $—

Weighted average interest rate 5.3% —
Long-term debt consisted of the following:

March 3,

Feb. 25

2007 2006

Convertible subordinated debentures, unsecured2022, interest rate 2.25% $ 402 $ 402

Financing lease obligations, due 2009 to 2023raéstaates ranging from 3.0% to 6.5% 171 157

Capital lease obligations, due 2008 to 2026, istarges ranging from 1.8% to 8.0% 24 27

Other debt, due 2010, interest rate 8.8% 12 10

Total debt 609 596

Less: current portiof (19) (418)

Total long-term debt m m

@ Since holders of our debentures due in 2022 coaNg hequired us to purchase all or a portion af thebentures on January 15, 2007, we classifiedlebentures in the
current portion of long-term debt at February 28)@ However, no holders of our debentures exatdisis put option on January 15, 2007. The nexétihe holders of
our debentures could require us to purchase alpmrtion of their debentures is January 15, 20h2refore, we classified our debentures as long-tibt at March 3,
2007.

Certain debt is secured by property and equipméhtawmet book value of $80 and $41 at March 3,72@@d February 25, 2006, respectively.
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Convertible Debentures

In January 2002, we sold convertible subordinatdzedtures having an aggregate principal amound@2 $The proceeds from the offering, net of $6 in
offering expenses, were $396. The debentures met@@22 and are callable at par, at our optioncésh on or after January 15, 2007.

Holders may require us to purchase all or a poridtheir debentures on January 15, 2012, and 3ai%a 2017, at a purchase price equal to 100%eof t
principal amount of the debentures plus accrueduapaid interest up to but not including the ddtpurchase. We have the option to settle the peeeiaice
in cash, stock, or a combination of cash and stdckJanuary 15, 2007, holders had the option toireass to purchase all or a portion of their debess, at
a purchase price equal to 100% of the principalarhof the debentures plus accrued and unpaiceistieip to but not including the date of purchase.
However, no debentures were so purchased.

The debentures become convertible into sharesrafa@umon stock at a conversion rate of 21.7391eshper $0.001 principal amount of debentures,
equivalent to an initial conversion price of $46[9 share, if the closing price of our common Istexceeds a specified price for 20 consecutiverigadays
in a 30-trading day period preceding the date af/eosion, if our credit rating falls below spedifikevels, if the debentures are called for redeompoir if
certain specified corporate transactions occuririua portion of fiscal 2007, our closing stockcgrexceeded the specified stock price for more #@an
trading days in a 30-day trading period. Therefdehenture holders had the option to convert teldentures into shares of our common stock. Howewer
debentures were so converted. Due to changes pritteof our common stock, the debentures weremger convertible at March 3, 2007, and have not
been convertible through May 1, 2007.

The debentures have an interest rate of 2.25%rpema. The interest rate may be reset, but not b2l@a% or above 3.25%, on July 15, 2011, and Jaily 1
2016. One of our subsidiaries has guaranteed tinectible debentures.

Credit Facilities

Our Domestic segment has a $200 bank revolvingtdiality which is guaranteed by certain of owbsidiaries. The facility expires on December Z02
Borrowings under this facility are unsecured andrleterest at rates specified in the credit age#nWe also pay certain facility and agent fed®e T
agreement contains covenants that require us totamaicertain financial ratios. We were in comptianwith all such covenants at March 3, 2007, and
February 25, 2006. There were no borrowings outistgnunder this facility for any period presenteldwever, amounts outstanding under letters of tredi
reduce amounts available under this facility. Atréa3, 2007, and February 25, 2006, $200 and %&3@gectively, were available under this facility.

Our International segment has a $21 revolving dehfiacility for our Canada operations, of which $& available from February through July and $21 is
available from August through January of each y€here is no set expiration date for this facilifjiere were no borrowings outstanding under ttagifiaat
March 3, 2007, and February 25, 2006. Outstanditigrs of credit and letters of guarantee redugeinount available under this facility to $16 &id at
March 3, 2007, and February 25, 2006, respectivdlborrowings under this facility are made avaimat the sole discretion of the lender and ayalpia or
demand. Borrowings under this facility are unsedumed bear interest at rates specified in the aggae The agreement for this facility contains aiert
reporting and operating covenants. We were in campé with all such covenants at March 3, 2007, Retatuary 25, 2006.

Our International segment also has a $23 revolgamand facility to finance working capital requiramis for our China operations. This facility may be
terminated at any time and is subject to reviewlloye 30, 2007. At the balance sheet date, ther® $&8 in borrowings outstanding under this facility
Borrowings under this facility are secured by argntee of Best Buy Co., Inc. and bear interesatasrspecified in the agreement. The agreemettifor
facility contains certain reporting and operatimyenants. We were in compliance with all such canémat the balance sheet date.

Other

The fair value of debt approximated $683 and $6%daxch 3, 2007, and February 25, 2006, respegtileised on the ask prices quoted from external
sources,
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compared with carrying values of $650 and $59Geetvely.

At March 3, 2007, the future maturities of longrtedebt, including capitalized leases, consistetti@ffollowing:

Fiscal Year

2008 $ 19
2009 18
2010 27
2011 18
2012V 420
Thereafter 107

$ 609

@ Holders of our debentures due in 2022 may requr® purchase all or a portion of their debentaredanuary 15, 2012. The table above assumeslithatders of our
debentures exercise their redemption options.

6. Shareholders’ Equity
Stock Compensation Plans

Our 2004 Omnibus Stock and Incentive Plan (“OmniBlas”) authorizes us to grant or issue non-queitock options (“stock options”), incentive stock
options, share awards and other equity awards afdtal of 24 million shares. At March 3, 2007, mave not granted incentive stock options. Under th
terms of the Omnibus Plan, awards may be grantedrtemployees, officers, advisors, consultantsdirettors. Awards issued under the Omnibus Plah ve
as determined by the Compensation and Human Reso@ammittee of our Board at the time of grantMarch 3, 2007, a total of 7.9 million shares were
available for future grants under the Omnibus PGur. Board amended the Omnibus Plan, subject teesbkler approval at the Regular Meeting of
Shareholders scheduled for June 27, 2007, to iseréee number of shares subject to the plan toii®mshares.

Upon adoption and approval of the Omnibus Plamfadlur previous stock compensation plans wereitated. However, existing awards under those plans
will continue to vest in accordance with the or@imesting schedule and will expire at the enchefrtoriginal term.

Our outstanding stock options have a 10-year t@utstanding stock options issued to employees génaest over a four-year period, and outstanding
stock options issued to directors vest immediatglgn grant. Share awards vest based either upinratint of established goals or upon continued
employment (“time-based”). Outstanding share awt#rdsare not time-based vest at the end of a-ywaeincentive period based either upon our total
shareholder return (“TSR”) compared with the TSRahpanies that comprise the S&P 500 or growthumcommon stock price (“market-based”), or upon
the achievement of company or personal performgoaés (“performance-based”). Time-based share amgst over a period of at least three years, durin
which no more than 25% may vest at the time ofatliard, and no more than 25% may vest on each asaiyedate thereafter. Stock-based compensation
expense associated with our time-based share awaisot significant for any period presented.

Our ESPP permits employees to purchase stock atd8®6 market price of our common stock at thefm@gg or at the end of the semi-annual purchase
period, whichever is less.

Stock Options

Stock option activity in fiscal 2007 was as follows

Weighted-
Weighted- Average
Average Remaining
Stock  Exercise Price Contractual Aggregate
Options per Share Term (in years) Intrinsic Value
Outstanding at February 25, 2006 32,334,001 $ 31.9¢
Granted 4,650,00( 55.2¢
Exercised (6,004,00() 27.9¢
Forfeited/Canceled (2,547,000 40.64
Outstanding at March 3, 2007 28,433,001 $ 35.81 6.25 $ 342

Exercisable at March 3, 2007 18,181,00! $ 28.87 4.79 $ 318
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The weighted-average grant-date fair value of sapmtions granted during fiscal 2007, 2006 and 2085 $22.32, $18.54 and $14.18, respectively, paesh
The aggregate intrinsic value of our stock optithe amount by which the market price of the stockhe date of exercise exceeded the exercise qirite
option) exercised during fiscal 2007, 2006 and 200% $160, $197 and $156, respectively. At MarcP0B7, there was $154 of unrecognized compensatior
expense related to stock options that is expeotbe recognized over a weighted-average periodloj&ars.

Net cash proceeds from the exercise of stock optieere $168, $257 and $220 in fiscal 2007, 20062808, respectively
The actual income tax benefit realized from stogtiam exercises was $55, $53 and $59, in fiscaf2@006 and 2005, respectively.

Prior to fiscal 2006, we used the Black-Scholesooppricing model to estimate the fair value ofteatock option. For grants subsequent to our aclouti
SFAS No. 123(R), we estimate the fair value of estook option using a lattice model. We believelétiice model more accurately estimates stockdbase
compensation expense as it incorporates additiarables, including historical exercise behavior.

The fair value of each stock option was estimatethe date of grant using a lattice model in fis@07 and 2006 and the Black-Scholes opfidning mode
in fiscal 2005, with the following assumptions:

March 3, Feb. 25 Feb. 26

2007 2006 2005

Valuation Assumptions® Lattice Lattice  Black-Scholes
Risk-free interest rat® 4.8% -5.2% 4.3% -4.6% 3.4%
Expected dividend yield 0.8% 0.8% 0.9%
Expected stock price volatilit§’ 40% 40% 40%
Expected life of stock options (in yeaf8) 5.9 6.1 55

@ Forfeitures are estimated using historical expegeand projected employee turnover.
@ Based on the U.S. Treasury constant maturity iateege whose term is consistent with the expéifiedf our stock options.

@ We use an outside valuation advisor to assist psajecting expected stock price volatility. We sater both the historical volatility of our stockiqe as well as implied
volatilities from exchange-traded options on owckt

@ We estimate the expected life of stock options thagmn historical experience.

Marke-Based Share Awards

The fair value of market-based share awards isméted based on generally accepted valuation tgalesiand the closing market price of our stockhen t
date of grant. A summary of the status of our miabkesed nonvested share awards at March 3, 208 %hemges during fiscal 2007, is as follows:

Weighted-

Average

Fair Value

Market-Based Share Awards Shares per Share
Outstanding at February 25, 2006 2,678,00( $ 30.3€
Granted 743,00( 37.6¢
Vested (201,000) 38.41
Forfeited/Canceled (1,070,001 34.65
Outstanding at March 3, 2007 2,150,000 ¢ 30.01

We recognized $20 of expense in fiscal 2007 forketabased share awards. We recognize expense feetizmsed share awards on a stralgiet-basis ove
the requisite service period (or to an employebglde retirement date, if earlier). At March @7, there was $31 of unrecognized compensatioarse
related to market-based nonvested share awardss tgbected to be recognized over a weighted-geepariod of 1.8 years.
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Performanc-Based Share Awards

The fair value of performandeased share awards is determined based on theglosirket price of our stock on the date of grArgummary of the status
our performance-based nonvested share awards ahMa2007, and changes during fiscal 2007, i9k®As:

Weighted-

Average

Fair Value

Performance-Based Share Awards Shares per Share
Outstanding at February 25, 2006 184,00( $ 41.07
Granted 557,00( 53.0€
Vested — —
Forfeited/Canceled (61,000 51.4%
Outstanding at March 3, 2007 680,000 ¢ 49.0¢

We recognized $9 of expense in fiscal 2007 forqgrenbince-based share awards. No performance-baaetiashards vested during fiscal 2007. At March 3,
2007, there was $23 of unrecognized compensatiperese related to performance-based nonvested alvards that is expected to be recognized over a
weighted-average period of 2.2 years.

ESPP

The fair value of stock-based compensation expasseciated with our ESPP was estimated on the asedhate using the Black-Scholes option-pricing
valuation model, with the following assumptions:

March 3, Feb. 25 Feb. 26

Valuation Assumptions 2007 2006 2005
Risk-free interest rat& 5.0% 3.5% 1.5%
Expected dividend yield 0.7% 0.8% 0.8%
Expected stock price volatilits? 33% 32% 31%
Expected life of ESPP options (in montk) 6 6 6

@ Based on the U.S. Treasury constant maturity inteste whose term is consistent with the expelifiedf ESPP shares.

@ We use an outside valuation advisor to assist psajecting expected stock price volatility. We sater both the historical volatility of our stockiqe as well as implied
volatilities from exchange-traded options on owckt

®)  Based on semi-annual purchase period.

In fiscal 2007, 2006 and 2005, 1.2 million, 1.1lmil and 1.2 million shares, respectively, werechased through the ESPP. The weighted-averagegaach
date fair values of ESPP shares purchased dusogl 2007, 2006 and 2005, were $13.97, $9.13 ars) $&espectively. At March 3, 2007, and Februdry 2
2006, ESPP participants had accumulated approxiyr22 and $18, respectively, to purchase our comatock.
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Earnings per Share

Our basic earnings per share calculation is condpodsed on the weighted-average number of comnmamesloutstanding. Our diluted earnings per share
calculation is computed based on the weighted-geenamber of common shares outstanding adjustéideoyumber of additional shares that would have
been outstanding had the potentially dilutive comrabares been issued. Potentially dilutive sharesramon stock include stock options, nonvestedesha
awards and shares issuable under our ESPP, aasaeimmon shares that would have resulted froragbemed conversion of our convertible debentures
(see Note 5Debt). Since the potentially dilutive shares relatethi convertible debentures are included in theutation, the related interest expense, net of
tax, is added back to earnings from continuing af@ns, as the interest would not have been pditcitonvertible debentures had been convertednomor
stock. Nonvested market-based share awards an@steavperformanceased share awards are included in the averagedighares outstanding each pe

if established market or performance criteria ha®en met at the end of the respective periods.

At March 3, 2007, stock options to purchase 28 Mianishares of common stock were outstanding Bevis (shares in millions):

Exercisable Unexercisable Total
Weighted- Weighted- Weighted-
Average Average Average
Price Price Price
Shares % per Share Shares % per Share Shares % per Share
In-the-money 18.2 100 $ 28.87 5.7 56 $§ 42.4c¢ 23.9 84 $ 3214
Out-of-the-money — — NA 4.5 44 55.31 4.5 16 55.31
Total 18.2 100 ¢ 2887 10.2 100 ¢ 4812 28.4 100 ¢ 3581

The computation of dilutive shares outstanding wes$ the out-of-the-money stock options becaude auistanding options’ exercise prices were greater
than the average market price of our common slaréstherefore, the effect would be antidilutive.(iincluding such options would result in higkarnings
per share).

The following table presents a reconciliation af tumerators and denominators of basic and dikaedings per share from continuing operationssicei
2007, 2006 and 2005:

2007 200¢€ 2005
Numerator:
Earnings from continuing operations, basic $ 1,377 $ 1,14C $ 934
Adjustment for assumed dilution:
Interest on convertible debentures due in 2022phtetx 7 7 7
Earnings from continuing operations, diluted $ 1384 $ 1,147 $ 941
Denominator (in millions):
Weighted-average common shares outstanding 482.1 490.3 488.€
Effect of potentially dilutive securities:
Shares from assumed conversion of convertible daben 8.8 8.8 8.8
Stock options and other 5.3 5.7 7.3
Weighted-average common shares outstanding, asgutihition 496.2 504.€ 505.C
Basic earnings per share — continuing operations $ 286 $ 233 $ 191
Diluted earnings per share — continuing operations $ 279 $ 227 $ 186
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Repurchase of Common Stock

Our Board authorized a $1,500 share repurchaseamip June 2006. The program terminated and reglact1,500 share repurchase program authoriz
the Board in April 2005. The April 2005 share reghase program terminated and replaced a $500 sdauechase program authorized by the Board in
June 2004. There is no expiration date governieg#riod over which we can make our share repueshasder the June 2006 share repurchase program.

During fiscal 2007, we purchased and retired 5Mianishares at a cost of $267 under the June 2808fe repurchase program, and 6.2 million sharas at
cost of $332 under the April 2005 share repurcipasgram. At March 3, 2007, $1,233 remains availébiduture purchases under the June 2006 share
repurchase program.

Comprehensive Income

Comprehensive income is computed as net earningscgktain other items that are recorded direotshiareholders’ equity. In addition to net earnjrigs
significant components of comprehensive incomeuihelforeign currency translation adjustments andalized gains and losses, net of tax, on availfaisle
sale marketable equity securities. Foreign curréranslation adjustments do not include a provis@rincome tax expense when earnings from foreign
operations are considered to be indefinitely reste® outside the United States. Comprehensive iasoas $1,332, $1,252 and $1,047 in fiscal 20076200
and 2005, respectively.

7. Net Interest Income

Net interest income was comprised of the followim@jscal 2007, 2006 and 20C

2007 2006 2005

Interest income $142 $103 $ 45
Interest expens® (31) (30) (44)
Dividend income — 4 —
Net interest incom $1127 $ 77 $ 1

@ Fiscal 2007 and 2006 interest expense includesfd1$8, respectively, of interest expense reladohancing leases. Fiscal 2005 interest expendades $21 of expen
related to financing leases in connection withlease accounting corrections. See Notee®ses for additional information.

8. Leases

The composition of net rent expense for all opatateases, including leases of property and equipmes as follows in fiscal 2007, 2006 and 2005:

2007 2006 2005

Minimum rentals $679 $569 $516
Contingent rentals 1 1 1
Total rent expense 680 570 517

Less: sublease income (20) 18) (16)
Net rent expens $660 $552 $501
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The future minimum lease payments under our cafitencing and operating leases by fiscal yeat ifmduding contingent rentals) at March 3, 200@y&v

as follows:

Capital Financing Operating
Fiscal Year Lease: Lease: Lease:
2008 $ 6 $ 23 $ 741
2009 4 23 715
2010 4 23 672
2011 3 23 632
2012 1 23 592
Thereafter 17 112 3,31€
Subtotal 35 227 $ 6,66¢
Less: imputed interest (11) (56) -
Present value of lease obligations $ 24 $ 171

Total minimum lease payments have not been redog@tinimum sublease rent income of approximateli@due under future noncancelable subleases.

During fiscal 2006, we entered into a capital leageeement totaling $16 for a distribution cenBairing fiscal 2005, we entered into a capital lease
agreement totaling $10 for a corporate facilitye3é leases were noncash transactions and havelbagrated from our consolidated statements of cash
flows.

Fiscal 2005 Lease Accounting Correction

We conducted an extensive review of our lease atitigupractices during the fourth quarter of fis2@05 in light of the views expressed by the SE@sin
letter dated February 7, 2005, to the Americanitlristof Certified Public Accountants Center forblitct Company Audit Firms. In the letter, the SEC
expressed its views regarding operating lease aticgumatters and the related interpretation/apfib; of these matters under existing GAAP.

Following our review, we recorded a cumulative foeguarter charge of $36 pre-tax ($23 net of taxgdrrect our accounting for certain operatingdeas
matters. Of the $36 pre-tax charge, $15 was redaaidea charge to SG&A, while the remaining $21 reasrded as a charge to interest expense. We
determined that no restatement was required dtieetonmaterial impact of the errors on fiscal 2@@8l prior periods.

The $15 charge to SG&A was primarily related tat teslidays. Rent holidays are considered to bepmod during which a tenant has the right to aaintr
use of the leased property, but rent paymentsareequired.

Historically, we recognized rent expense begin@inhthe inception of the contractual lease termgciviwvas generally when the store opened. Effectitle w
the fourth quarter of fiscal 2005 and through fi206, we recognized rent expense beginning wheetoek possession of the property unless we were
actively constructing the facility, in which cageagght-line rent amounts were capitalized. As désed in Note 1ISummary of Significant Accounting
Policies— Leases beginning in the first quarter of fiscal 2007, adopted on a prospective basis FSP No. FAS B&dqunting for Rental Costs Incurred
During a Construction Perio, which requires companies to expense rent paynientsiilding and ground lease obligations incurdeding the construction
period.

The $21 charge to interest expense was relatégetohtange in accounting for certain leases asdingrieases rather than operating leases, as lérse
transactions did not qualify for sale-leasebachttment in accordance with SFAS No. 88counting for Leases: Sale-Leaseback Transactioraving Real
Estate, Sale-Type Leases of Real Estate, Definition of the &8asm, and Initial Direct Costs of Direct FinangiheaseskFor financing leases, the gross ¢

of constructing the asset is included in propenty aquipment and amounts reimbursed from the laddice recorded as financing obligations. In fiG05,

we made a $107 adjustment to increase propertganiggment, and financing obligations. This adjusttiveas considered a noncash transaction and has bee
excluded from the consolidated statements of dasésf Financing obligations are included in our sdidated balance sheets
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in current portion of long-term debt and long-tedebt, as appropriate.

These adjustments had no effect on our historichitare cash flows, or the timing of our leasemawnts.

9. Benefit Plans

We sponsor retirement savings plans for employessting certain age and service requirements. Retits may choose from various investment options
including our company stock. Participants can dbuate up to 50% of their eligible compensation aailyuas defined by the plan document, subject 9 IR
limitations. Prior to January 2007, we matchedapG% of the first 5% of participating employeegéppax earnings. Beginning in January 2007, we ghdn
the match to 100% of the first 3% of participatargployees’ pre-tax earnings and 50% of the nexb2p@articipating employees’ pre-tax earnings. Our
matching contribution is subject to annual apprdyathe Compensation and Human Resources Comroitthe Board. The total matching contributions,
of forfeitures, were $26, $19 and $14 in fiscal 200006 and 2005, respectively.

We have a non-qualified, unfunded deferred comgemsplan for highly compensated employees andBmard whose contributions are limited under
qualified defined contribution plans. Amounts cdnited and deferred under the deferred compensplionare credited or charged with the performarice
investment options offered under the plan and eteby the participants. In the event of bankrupticg,assets of this plan are available to satisfyctaims o
general creditors. The liability for compensati@faired under this plan was $75 and $74 at Mar@0@7, and February 25, 2006, respectively, and is
included in long-term liabilities. We manage thekrof changes in the fair value of the liability fiteferred compensation by electing to match alnility
under the plan with investment vehicles that ofésstibstantial portion of our exposure. The casievaf the investment vehicles, which includes fagdor
future deferrals, was $82 and $78 at March 3, 286@,February 25, 2006, respectively, and is iredud other assets. Both the asset and the liahilé
carried at fair value.

10. Income Taxes

The following is a reconciliation of the federahtsttory income tax rate to income tax expense ftontinuing operations in fiscal 2007, 2006 and 2005

2007 200€ 2005
Federal income tax at the statutory rate $ 747 % 603 $ 505
State income taxes, net of federal benefit 38 34 29
Benefit from foreign operations (36) (37) 7)
Non-taxable interest income (34) (28) (22)
Other 37 9 4
Income tax expense $ 752 % 581 $ 509
Effective income tax rate 35.3% 33.7% 35.3%

During fiscal 2007, we reduced our tax contingesiceéserve due to the resolution of certain taxenatissociated with our acquisition of Future SHAtyis
adjustment resulted in a decrease of goodwill aasmtwith Future Shop. During fiscal 2006 and 2008 adjusted our tax contingencies reserve based o
the resolution and clarification of certain fedeant state income tax matters, including favoratliegs from the IRS and certain state jurisdiction

The IRS has completed its audits through fiscal2@0l tax years since the acquisition of Futur@@im fiscal 2002 are still subject to audit witevRnue
Canada. Our tax obligations with respect to Pa8ifies and Five Star began on the respective dbéesgjuisition.

Income tax expense was comprised of the followmfisical 2007, 2006 and 2005:

2007 200€ 2005
Current:
Federal $ 609 $ 640 $ 502
State 45 78 36
Foreign 16 14 1)
670 732 537
Deferred:
Federal 51 (131) (4)
State 19 (14) (20)

Foreign 12 (6) 4)




82 (151) (28)
Income tax expense $ 752 $ 581 $ 509
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Deferred taxes are the result of differences betvilkee bases of assets and liabilities for finan@pbrting and income tax purposes. We have notrded
deferred taxes when earnings from foreign operatae considered to be indefinitely reinvestedidatthe U.S. Such amounts would not be significant.

Deferred tax assets and liabilities were compréfatie following:

March 3, Feb. 25
2007 2006
Accrued property expenses $ 105 $ 93
Other accrued expenses 19 38
Deferred revenue 79 139
Compensation and benefits 71 47
Stock-based compensation 74 45
Net operating loss carryforwar 10 57
Goodwill 3 17
Other 57 43
Total deferred tax assets 418 479
Property and equipment (168) (153)
Convertible debt (44) (36)
Other 27) (22)
Total deferred tax liabilities (239) (2112)
Net deferred tax asse $ 179 $ 268
Deferred tax assets and liabilities included in camsolidated balance sheets were as follows:

March 3, Feb. 25

2007 2006

Other current assets $ 144 $ 126

Other assets 35 142

Net deferred tax asse $ 179 $ 268

Management believes that the realization of therdedl tax assets is more likely than not, based tip® expectation that we will generate the necgssa
taxable income in future periods and, accordingtyyaluation reserves have been provided. At M8r@007, we had net operating loss carryforwarois fr
our International operations of $29, which expieginning in fiscal 2010 and through fiscal 2027. ¥¥eect to fully utilize the net operating loss
carryforwards and, therefore, no valuation alloveanicave been recorded.

11. Segment and Geographic Information
Segment Information

We operate two reportable segments: Domestic aednlational. The Domestic segment is comprised.8f store and online operations, including Best,Buy
Geek Squad, Magnolia Audio Video and Pacific Salée International segment is comprised of all @arstore and online operations, including Best Buy,
Future Shop and Geek Squad, as well as our FiveaBtbBest Buy retail and online operations in @hiacific Sales was acquired on March 7, 2006, and
our 75% interest in Five Star was acquired on 3)ri#906. Our segments are evaluated on an opeiatiogie basis, and a stand-alone tax provisionts n
calculated for each segment. The other accountiigigs of the segments are the same as thoseilmedan Note 1 Summary of Significant Accounting
Policies.
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The following tables present our business segnméatrnation for continuing operations in fiscal 20@D06 and 2005:

2007 2006 2005
Revenue
Domestic $ 31,031 $ 27,38C $ 2461¢
International 4,90z 3,46¢ 2,817
Total revenue $ 35932 $ 30,84 $ 27,43¢
Percentage of Revenue, by Product Group
Domestic:
Consumer electronics 45% 43% 39%
Home office 29% 32% 34%
Entertainment software 19% 19% 21%
Appliances 7% 6% 6%
Total 100% 100% 100%
International:
Consumer electronics 45% 44% 41%
Home-office 33% 38% 40%
Entertainment software 12% 14% 15%
Appliances 10% 4% 4%
Total 100% 100% 100%
Operating Income
Domestic $ 188 $ 158 $ 1,39¢
International 110 56 49
Total operating income 1,99¢ 1,644 1,442
Net interest incom 111 77 1
Gain on investments 20 — —
Earnings from continuing operations before incomeexpense $ 213 $ 1,721 $ 1,44:
Assets
Domestic $ 10614 $ 972z $ 8,37z
International 2,95€ 2,142 1,922
Total assets $ 1357C $ 11,864 $ 10,29/
Capital Expenditures
Domestic $ 648 $ 541 ¢ 398
International 85 107 104
Total capital expenditures $ 733 % 648 $ 502
Depreciation
Domestic $ 438 % 397 % 413
International 71 59 46
Total depreciation $ 508 $ 456 $ 459
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Geographic Information

The following tables present our geographic infaiorain fiscal 2007, 2006 and 2005:

2007 2006 2005
Net sales to customers
u.s. $ 31,031 $ 27,38C $ 24,61¢
Canada 4,34C 3,46¢ 2,817
China 563 — —
Total revenue $ 35932 $ 30,84¢ $ 27,43¢
Long-lived assets
u.s. $ 2487 $ 2337 $ 2,157
Canada 333 375 307
China 118 — —
Total long-lived assets $ 2,93¢ $ 2,712 $ 2,464

12. Contingencies and Commitments
Contingencies

On December 8, 2005, a purported class action iawaptionedJasmen Holloway, et al. v. Best Buy Co., Ingas filed in the U.S. District Court for the
Northern District of California alleging we discrinate against women and minority individuals onlthsis of gender, race, color and/or national onigih
respect to our employment policies and practices. dction seeks an end to discriminatory policies@ractices, an award of back and front pay, puait
damages and injunctive relief, including rightfldqe relief for all class members. As of March @02, no accrual had been established as it wasassible
to estimate the possible loss or range of lossusecthis matter had not advanced to a stage wheoowd make any such estimate. We believe the
allegations are without merit and intend to defthis action vigorously.

We are involved in various other legal proceedimgsing in the normal course of conducting busin®@gs believe the amounts provided in our consatidat
financial statements, as prescribed by GAAP, aegjadte in light of the probable and estimable liigds. The resolution of those other proceedirsgsat
expected to have a material impact on our restiltgerations or financial condition.

Commitments

We engage Accenture LLP (“Accenture”) to assisivith improving our operational capabilities andueihg our costs in the information systems,
procurement and human resources areas. Our futnteactual obligations to Accenture are expecte@dmnge from $76 to $334 per year through 2012, the
end of the contract period. Prior to our engager&Aiccenture, a significant portion of these casése incurred as part of normal operations.

We had outstanding letters of credit for purchdslegations with a fair value of $85 at March 3, Z00

At March 3, 2007, we had commitments for the pusehand construction of facilities valued at apprately $69. Also, at March 3, 2007, we had entered
into lease commitments for land and buildings fbb future locations. These lease commitments \eith estate developers provide for minimum rentals
ranging from seven to 20 years, which if consumchagesed on current cost estimates, will approxiri@8eannually over the initial lease terms. These
minimum rentals have been included in the futureimim lease payments included in Noté.&ases

13. Related Party Transactions

Elliot S. Kaplan, a director, is a partner with the firm of Robins, Kaplan, Miller & Ciresi L.L.R*RKMC"), which serves as our primary outside gexie
counsel. Our Board periodically reviews the fedd p@ RKMC to ensure that they are competitive vies charged by other law firms comparable in size
and expertise. We paid legal fees of $9, $7 anh $&KMC during fiscal 2007, 2006 and 2005, respetyi. In addition, RKMC earned a contingent fee6f
in fiscal 2005 in connection with the settlemenbaf claims against two credit card companies, Wwiae believe resulted in a significantly greateonery
for us than we
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would have received if we had not opted out oflateel class action lawsuit against the same deféad@he Board has approved the transactions and ou
continued business dealings with RKMC.

We purchase certain store fixtures from Phoenixufes, Inc. (“Phoenix”), a company owned by theteo of Richard M. Schulze, our Chairman of the
Board. The decision to conduct business with Phoeais based on both qualitative and quantitatieeofa including product quality, pricing, customer
service and design flexibility. Our Board reviewad transactions with Phoenix and has approvetrémsactions and our continued business dealinis wi
Phoenix. The total amounts paid to Phoenix duriscgf 2007, 2006 and 2005 were $19, $18 and $2pentively.

The Audit Committee of our Board, comprised ofiatlependent directors, has responsibility for reiig related party transactions and presenting tteem
the Board for approval.

14. Subsequent Event
Acquisition of Speakeasy, Ir

Effective May 1, 2007, we acquired Speakeasy, (fi@8peakeasy”) for $97 in cash, including transattiosts, subject to certain post-closing adjustment
connection with this transaction, we also repaidfi6peakeasy’s debt. We acquired Speakeasy tmgiien our technology portfolio for small business
customers, delivered through Best Buy For Businglgs.acquisition will be accounted for in the figstarter of fiscal 2008 using the purchase method i
accordance with SFAS No. 14Business CombinationsAccordingly, the net assets will be recordechatrtestimated fair values, and operating resuilis w
be included in our financial statements from thieedd acquisition. The purchase price will be ali@el on a preliminary basis using information coitye
available. Goodwill is projected to be approximateT'5 and is not expected to be deductible foptaposes. The allocation of the purchase prickeémsse
and liabilities acquired will be finalized no latian the first quarter of fiscal 2009, as we abtabre information regarding asset valuations,liiés
assumed and revisions of preliminary estimatesiof/hlues made at the date of acquisition.

15. Condensed Consolidating Financial Information

Our convertible debentures, due in 2022, are gteedrby our wholly owned indirect subsidiary BesyEstores, L.P. Investments in subsidiaries of Best
Stores, L.P., which have not guaranteed the cobledebentures, are accounted for under the equetirod. We reclassified certain prior-year amoasts
described in Note ISummary of Significant Accounting PolicieEhe aggregate principal balance and carrying anafuour convertible debentures, which
mature in 2022, was $402 at March 3, 2007.

Additional information regarding the convertibleb@atures is included in Note Bebt.

In June 2004, we redeemed our convertible debentlre in 2021 for $355. These debentures were igie@d by Best Buy Stores, L.P. and certain of our
other wholly owned subsidiaries.

In fiscal 2004, we sold our interest in MusiclaBést Buy Co., Inc.’s fiscal 2005 gain on dispodaliecontinued operations included a $50 tax bénefi
resulting from the favorable resolution of outstiagdax matters with the IRS regarding the disposiof our interest in Musicland. Additional infoation
regarding Musicland is included in Note@iscontinued Operations

We file a consolidated U.S. federal income taxmetincome taxes are allocated in accordance withax allocation agreement. U.S. affiliates reeeio tax
benefit for taxable losses, but are allocated taxdise required effective income tax rate if theye taxable income.
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The following tables present condensed consoligdialance sheets as of March 3, 2007, and Feb25ar3006, and condensed consolidating statements of
earnings and cash flows for the fiscal years endath 3, 2007; February 25, 2006; and Februarn2Qe5:

Condensed Consolidating Balance Sheets

As of March 3, 2007

Best Buy Guarantor Non-Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Assets
Current Assets
Cash and cash equivalents $ 235  $ 77 $ 893 $ = $ 1,20&
Short-term investments 2,582 — 6 — 2,58¢
Receivables 33 363 152 — 548
Merchandise inventories — 3,46E 960 (397) 4,02¢
Other current assets 20 202 596 (106) 712
Intercompany receivable — — 4,891 (4,89)) —
Intercompany note receivable 500 — — (500) —
Total current assets 3,37C 4,107 7,49¢ (5,899 9,081
Net Property and Equipment 239 1,89¢€ 804 3) 2,93¢
Goodwill — 6 913 — 919
Tradenames — — 81 — 81
Long-Term Investments 318 — — — 318
Other Assets 91 263 14 (135) 233
Investments in Subsidiaries 6,09¢ 162 1,29z (7,554) —
Total Assets $ 10,117 $ 6,43€ $ 10,60 $ (13,58¢) $ 13,57C
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable $ — 3 — $ 3,934 $ — $ 3,934
Unredeemed gift card liabilities — 452 44 — 496
Accrued compensation and related expenses — 198 134 — 332
Accrued liabilities 7 564 544 (125) 990
Accrued income taxes 484 5 — — 489
Short-term debt — — 41 — 41
Current portion of long-term debt 2 12 5 — 19
Intercompany payable 2,46C 2,431 — (4,89)) —
Intercompany note payable — 500 — (500) —
Total current liabilities 2,955 4,162 4,702 (5,516) 6,301
Long-Term Liabilities 219 849 102 (727) 443
Long-Term Debt 407 132 51 — 590
Minority Interests — — 35 — 35
Shareholders’ Equity 6,53€ 1,298 5,71¢ (7,349 6,201
Total Liabilities and Shareholders’ Equity $ 10,117 $ 6,43¢€ $ 10,60 % (13,58¢€) $ 13,57C
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Condensed Consolidating Balance Sheets

As of February 25, 2006

Best Buy  Guarantor Non-Guarantor
Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Assets
Current Assets
Cash and cash equivalents 100 $ 79 $ 659 $ = $ 748
Short-term investments 2,874 — 167 — 3,041
Receivables 37 319 93 — 449
Merchandise inventories — 3,172 636 471) 3,33¢
Other current assets 20 211 265 (87) 409
Intercompany receivable — — 3,757 (3,757) —
Intercompany note receivable 500 — — (500) —
Total current assets 3,441 3,782 5,577 (4,815 7,98E
Net Property and Equipment 244 1,73¢ 737 (2) 2,712
Goodwill — 6 551 — 557
Tradename — — 44 — 44
Long-Term Investments 218 — — — 218
Other Assets 108 266 131 (157) 348
Investments in Subsidiaries 4,812 — 1,124 (5,937 —
Total Assets 8824 $ 5,787 $ 8,164 $ (10,91)) $ 11,864
Liabilities and Shareholders’ Equity
Current Liabilities
Accounts payable — 3 — $ 3234 % — $ 3,234
Unredeemed gift card liabilities — 430 39 — 469
Accrued compensation and related expenses 225 126 — 354
Accrued liabilities 518 392 (39) 878
Accrued income taxes 670 — 76 (43) 703
Current portion of long-term debt 404 9 5 — 418
Intercompany payable 1,717 2,134 — (3,85)) —
Intercompany note payable — 500 — (500) —
Total current liabilities 2,801 3,81¢€ 3,87z (4,437%) 6,05¢€
Long-Term Liabilities 257 732 31 (647) 373
Long-Term Debt 7 115 56 — 178
Shareholders’ Equity 5,75¢ 1,124 4,20~ (5,831) 5,257
Total Liabilities and Shareholders’ Equity 8824 $ 5,787 $ 8164 $ (10911) $ 11,86¢
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended March 3, 2007

Best Buy Guarantor Non-Guarantor

Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Revenue $ 18 $ 29,11% $ 3492t $ (28,120 $ 35,93
Cost of goods sold — 24,07: 31,357 (28,265) 27,16t
Gross profit 18 5,04C 3,56¢€ 145 8,76¢
Selling, general and administrative expenses 59 4,752 1,98C (21) 6,77C
Operating (loss) income (41) 288 1,58€ 166 1,99¢
Net interest (expense) incor (61) a73) 345 — 111
Gain on investments 20 — — — 20
Equity in earnings (loss) of subsidiaries 1,29¢ 47) 73 (1,329 —
Earnings before income tax expense 1,21€ 68 2,004 (1,15§) 2,13C
Income tax expense 5 42 705 — 752
Minority interest in earnings — — 1 — 1
Net earning: $ 1211 $ 26 $ 1,29¢ % (1,15¢) $ 1,377
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended February 25, 2006

Best Buy Guarantor Non-Guarantor

Co., Inc. Subsidiary Subsidiaries Eliminations Consolidated
Revenue $ 17 $ 26,32t $ 3043 $ (25,929 $ 30,84¢
Cost of goods sold — 21,66¢ 27,23¢ (25,77¢) 23,12z
Gross profit 17 4,657 3,19¢ (147) 7,72€
Selling, general and administrative expenses 34 4,42¢ 1,69C (70) 6,082
Operating (loss) income (17) 229 1,50¢ 77) 1,644
Net interest (expense) incor (22) (82) 180 — 77
Equity in earnings (loss) of subsidiaries 1,15¢ (72) 25 (1,112) —
Earnings before income tax expense 1,121 75 1,714 (1,189 1,721
Income tax (benefit) expense (49 50 580 — 581
Net earning: $ 1,17C $ 25 $ 1,134 % (1,189 $ 1,14C
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Condensed Consolidating Statements of Earnings

Fiscal Year Ended February 26, 2005

Best Buy
Guarantor Non-Guarantor

Co,, Inc. Subsidiary Subsidiaries Eliminations Consolidated
Revenue $ 16 $ 23,951 $ 2574z $  (22,27¢) $ 27,43¢
Cost of goods sold — 20,12¢ 23,09: (22,287) 20,93¢
Gross profit 16 3,82¢ 2,64¢ 5 6,49%
Selling, general and administrative expenses 25 3,587 1,571 (130) 5,05¢&
Operating (loss) income 9) 238 1,07¢€ 135 1,442
Net interest (expense) incor (12) (68) 81 — 1
Equity in earnings (loss) of subsidiaries 750 ) 29 (702) —
Earnings from continuing operations before incomeexpense 729 93 1,18¢ (567) 1,445
Income tax (benefit) expense (21) 65 465 — 509
Earnings from continuing operations 750 28 723 (567) 934
Gain on disposal of discontinued operati6hs 50 — — — 50
Net earning: $ 800 $ 28 $ 723 % (567 $ 984

@ Fiscal 2005 includes a tax benefit of $50 due &r#solution of certain federal tax matters.
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Condensed Consolidating Statements of Cash Flows

Fiscal Year Ended March 3, 2007

Best Buy  Guarantor Non-Guarantor
Co., Inc.  Subsidiary Subsidiaries Eliminations Consolidated
Total cash (used in) provided by operating activigs $ 213) $ 170 $ 1,80¢ $ — $ 1,762
Investing Activities
Additions to property and equipment — (512 (221) — (733)
Purchases of available-for-sale securities (4,386) — (155) — (4,541)
Sales of available-for-sale securities 4,57C — 316 — 4,88¢
Acquisitions of businesses, net of cash acquired — — (421) — (421)
Proceeds from disposition of investments 24 — — — 24
Other, net (5) 4 6 — 5
Total cash provided by (used in) investing actsti 203 (508) (475) — (780)
Financing Activities
Repurchase of common stock (599 — — — (599)
Issuance of common stock under employee stock peecplan and
for the exercise of stock options 217 — — — 217
Dividends paid (174) — — — (174)
Repayments of debt 2) — (82) — (84)
Proceeds from issuance of debt — 39 57 — 96
Excess tax benefits from stock-based compensation 50 — — — 50
Other, net — — (29) — (29)
Change in intercompany receivable/payable 743 297 (1,040 — —
Total cash provided by (used in) financing actesti 235 336 (1,084) — (513)
Effect of Exchange Rate Changes on Cash — — 12) — (12)
Increase (Decrease) in Cash and Cash Equivalents 225 ) 234 — 457
Cash and Cash Equivalents at Beginning of Year 10 79 659 — 748
Cash and Cash Equivalents at End of Year $ 235 $ 77 $ 893 $ — $ 1,20E
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Condensed Consolidating Statements of Cash Flows

Fiscal Year Ended February 25, 2006

Best Buy  Guarantor Non-Guarantor
Co., Inc.  Subsidiary Subsidiaries Eliminations Consolidated
Total cash provided by (used in) operating activigs 364 $ (117) $ 1,492 $ — $ 1,74C
Investing Activities
Additions to property and equipment (14) (494) (140) — (648)
Purchases of available-for-sale securities (4,25€) — (63) — (4,319
Sales of available-for-sale securities 4,18¢ — 4 — 4,187
Change in restricted assets — — (20) — (20)
Other, net 43 18) 21 — 46
Total cash used in investing activities (44) (512) (198) — (754)
Financing Activities
Repurchase of common stock (772) — — — (772)
Issuance of common stock under employee stock paecplan and
for the exercise of stock options 292 — — — 292
Dividends paid (151) — — — (151)
Repayments of debt (8) (59) 2) — (69)
Proceeds from issuance of debt — 36 — — 36
Excess tax benefits from stock-based compensation 55 — — — 55
Other, net — — (10) — (10)
Change in intercompany receivable/payable 215 669 (884) — —
Total cash (used in) provided by financing actesti (369) 646 (896) — (619)
Effect of Exchange Rate Changes on Cash — — 27 — 27
(Decrease) Increase in Cash and Cash Equivalents (49) 17 426 — 394
Cash and Cash Equivalents at Beginning of Year 59 62 233 — 354
Cash and Cash Equivalents at End of Year 10 $ 79 $ 659 $ — $ 748
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Condensed Consolidating Statements of Cash Flows

Fiscal Year Ended February 26, 2005

Best Buy  Guarantor Non-Guarantor
Co., Inc.  Subsidiary Subsidiaries Eliminations Consolidated
Total cash provided by operating activities from catinuing
operations 282 $ 500 $ 1,19¢ $ — $ 1,981
Investing Activities
Additions to property and equipment — (338) (164) — (502)
Purchases of available-for-sale securities (8,46¢€) — (51) — (8,517)
Sales of available-for-sale securities 7,73C — — — 7,73C
Change in restricted assets a7) — (123) — (140)
Other, net 16 9) — — 7
Total cash used in investing activities from couitiy operations (737) (347) (338) — (1,422)
Financing Activities
Repurchase of common stock (200) — — — (200)
Issuance of common stock under employee stock peechlan and
for the exercise of stock options 256 — — — 256
Dividends paid (137) — — — (137)
Repayments of debt (354) (15) 2) — (371)
Other, net — — 7) — 7)
Change in intercompany receivable/payable 844 (109) (735) — =
Total cash provided by (used in) financing actéstirom
continuing operations 409 (124) (744) — (459)
Effect of Exchange Rate Changes on Cash — — 9 — 9
(Decrease) Increase in Cash and Cash Equivalents (46) 29 126 — 109
Cash and Cash Equivalents at Beginning of Year 105 33 107 — 245
Cash and Cash Equivalents at End of Year 59 $ 62 $ 233 $ — $ 354
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16. Supplementary Financial Information (Unaudied)

The following tables show selected unaudited quigrtgerating results for each quarter of fiscad2@nd 2006:

Fiscal
Quarter 1st 2nd 3rd 4th @ Year
Fiscal 2007
Revenue $ 6,95 $ 760 $ 847 $ 1289¢ $ 35,93¢
Comparable store sales % chaffge 4.9% 3.7% 4.8% 5.9% 5.0%
Gross profit $ 1,76t $ 190z $ 1,99 $ 3,107 $ 8,76¢
Operating income 337 330 196 1,13€ 1,99¢
Net earning: 234 230 150 763 1,377
Diluted earnings per share 0.47 0.47 0.31 1.55 2.79

Fiscal
Quarter 1st 2nd 3rd 4th Year
Fiscal 2006
Revenue $ 6,11€ $ 6,70z $ 7,335 $ 10,69 $ 30,84¢
Comparable store sales % chafige 4.4% 3.5% 3.3% 7.3% 4.9%
Gross profit $ 155¢ $ 1,711 $ 1,78 $ 2,66 $ 7,72€
Operating income 239 261 189 955 1,644
Net earning: 170 188 138 644 1,14C
Diluted earnings per share 0.34 0.37 0.28 1.29 2.27

Note: Certain totals may not add due to round

(@ Net earnings in the fourth quarter of fis2@07 included income of $19 ($12 net of tax, o0%Qer diluted share) related to gift card breakaife cards sold where the
likelihood of the gift card being redeemed by thistomer is remote) for prior fiscal years. Thig gdrd breakage was recorded as a result of detemgnour legal
obligation with respect to the value of unredeemifidcards not reflected in our initial fiscal 2098t card breakage recognition. In addition, netréngs in the fourth
quarter of fiscal 2007 included income of $20 ($&3 of tax, or $0.03 per diluted share) relatethéogain from the sale of our investment in Golfa®g, Inc.

@ Comprised of revenue at stores and Web sites apgifatr at least 14 full months, as well as remedeind expanded locations. Relocated stores ahgdextcfrom the
comparable store sales calculation until at ledgull months after reopening. Acquired storesiacduded in the comparable store sales calculdigginning with the firs
full quarter following the first anniversary of tidate of the acquisition The calculation of the panable store sales percentage change excludenphet of fluctuations
in foreign currency exchange rates. All comparaidee sales percentage calculations reflect anl eguaber of weeks. The method of calculating corapbe store sales
varies across the retail industry. As a result,;mathod of calculating comparable store sales noay@ the same as other retailers’ methods.
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Item 9. Changes in and Disagreements With Accountas on Accounting and Financial Disclosure.

On May 10, 2005, contemporaneously with the comafusf the audit for our fiscal year ended Febru2zgy2005, Ernst & Young LLP (“E&Y”) was
dismissed as our independent registered publicusmticy firm. The dismissal of E&Y was approved hg tAudit Committee. Effective February 27, 2005
engaged Deloitte & Touche LLP (“D&T”) as our indeypient registered public accounting firm for fis2GD6. The engagement of D&T was approved by the
Audit Committee and ratified by our shareholderseach of the fiscal years ended March 3, 2007 Fattuary 25, 2006.

Item 9A. Controls and Procedures.
Disclosure Controls and Procedures

We maintain disclosure controls and proceduresdieatiesigned to ensure that information requirdsetdisclosed by us in the reports we file or subm
under the Exchange Act is recorded, processed, swized and reported within the time periods spedifn the SEC’s rules and forms, and that such
information is accumulated and communicated tonsanagement, including our Chief Executive Offiqair(cipal executive officer) and Chief Financial
Officer (principal financial officer), to allow tigly decisions regarding required disclosure. Weetestablished a Disclosure Committee, consistirggdfin
members of management, to assist in this evaluafioa Disclosure Committee meets on a regular basis

Our management, including our Chief Executive @ffiand Chief Financial Officer, evaluated the aff@mess of our disclosure controls and proced{@es
defined in Rules 13a-15(e) and 15d-15(e) promuthataler the Exchange Act), as of March 3, 2007eBam that evaluation, our Chief Executive Officer
and Chief Financial Officer concluded that, as @frbh 3, 2007, our disclosure controls and procedwere effective.

Management’'s Report on Internal Control Over Finandal Reporting

Management’s report on our internal control oveaficial reporting is included in Item Binancial Statements and Supplementary Daththis Annual
Report on Form 10-K.

Attestation Report of the Registered Public Accounng Firm

D&T'’s attestation report on management’s assessarahthe effectiveness of our internal control direancial reporting is included in Item Binancial
Statements and Supplementary Dadfthis Annual Report on Form 10-K.

Changes in Internal Control Over Financial Reporting

There were no changes in internal control oveniiie reporting during the fiscal fourth quarteded March 3, 2007, that have materially affectedire
reasonably likely to materially affect, our intekoantrol over financial reporting.

Certifications

The certifications of our Chief Executive Officardaour Chief Financial Officer required by SectR0O? of the Sarbanes-Oxley Act of 2002 are filed as
Exhibits No. 31.1 and No. 31.2, respectively, tis thnnual Report on Form 10-K. As required by sat803A.12(a) of the New York Stock Exchange Listed
Company Manual, our Chief Executive Officer hadified to the New York Stock Exchange that he is mware of any violation by us of the NYSE’s
Corporate Governance listing standards.

Item 9B. Other Information.

There was no information required to be discloseal Current Report on Form 8-K during the fourtlamer of the fiscal year covered by this Annual &ep
on Form 10-K that was not reported.
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Item 10. Directors, Executive Officers and Corpora¢ Governance.
Directors

The information provided under the caption “Nommead Directors” in the Proxy Statement is incoaped herein by reference.

Executive Officers

Information regarding our Executive Officers isrfighed in a separate item captioned “Executivec®ffi of the Registrant” included in Part | of tAisnual
Report on Form 10-K.

Family Relationships

The nature of all family relationships between dirgctor, executive officer or person nominatetdécome a director is stated under the captions ‘iNees
and Directors” and “Certain Relationships and Reld®arty Transactions” in the Proxy Statement aridlciorporated herein by reference.

Audit Committee Financial Expert and Identification of the Audit Committee

The information provided under the caption “Auddr@mittee Report” in the Proxy Statement, regardimgAudit Committee financial expert and the
identification of the Audit Committee members,risarporated herein by reference.

Director Nomination Process

The information provided under the caption “Direddmmination Process” in the Proxy Statement i@iporated herein by reference. There have been no
material changes to the procedures by which shitetsomay recommend nominees to our Board.

Compliance with Section 16(a) of the Exchange Act

The information provided under the caption “Sectl@ta) Beneficial Ownership Reporting Complianaettie Proxy Statement is incorporated herein by
reference.

Code of Ethics

In February 2004, our Board adopted our Code ofri&ss Ethics that applies to our directors andfadiur employees, including our Chief ExecutiveiCHf,
our Chief Financial Officer and our Chief Accounti®fficer. Our Code of Business Ethics is availaimeour Web siteyww.BestBuy.com— select the “For
Our Investors” link and then the “Corporate Goveiee link.

A copy of our Code of Business Ethics may alsoliteioed, without charge, upon written request to:

Best Buy Co., Inc.

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

We intend to satisfy the disclosure requirementeunnigm 5.05 of Form 8-K regarding an amendmentit@ waiver from, a provision of our Code of
Business Ethics that applies to our Chief Execuli¥ficer, Chief Financial Officer or Chief Accoung Officer by posting such information within two
business days of any such amendment or waiver oWeb site www.BestBuy.com— select the “For Our Investors” link and then t@@rporate
Governance” link.

Item 11. Executive Compensation.

The information set forth under the caption “ExéeiCompensation” in the Proxy Statement is inceoaiperd herein by reference.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matte:
Securities Authorized for Issuance Under Equity Corpensation Plans

Information regarding securities authorized fougsce under equity compensation plans is furnisisesl separate item captioned “Securities Authoffiaed
Issuance Under Equity Compensation Plans” includd®hrt Il of this Annual Report on Form 10-K.



Security Ownership of Certain Beneficial Owners andManagement

The information provided under the caption “Segqu@ivnership of Certain Beneficial Owners and Mamaget” in the Proxy Statement is incorporated
herein by reference.
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Item 13. Certain Relationships and Related Transaabns, and Director Independence.

The information provided under the captions “Dicedhdependence,” “Nominees and Directors” and t@larRelationships and Related Party Transactions”
in the Proxy Statement is incorporated herein fgremce.

Item 14. Principal Accounting Fees and Services.

The information provided under the caption “Rastion of Appointment of our Independent Registéredllic Accounting Firm —Principal Accountant Fe:
and Services” in the Proxy Statement is incorparatrein by reference.
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PART

IV

Iltem 15. Exhibits, Financial Statement Schedules.

(@ The following documents are filed as part of tl@part:

1. Financial Statements:

All financial statements as set forth under Itewf &is report.

2. Supplementary Financial Statement Schedules:

Schedule Il — Valuation and Qualifying Accounts

Other schedules have not been included becausataeat applicable or because the informationdkided elsewhere in this report.

3.  Exhibits:
Method of
Number  Description Filing
3.1 Restated Articles of Incorporation 1
3.2 Amended and Restated By-Laws 2
4.1 Indenture by and among Best Buy Co., Inc., Best 8iayes, L.P. and Wells Fargo Bank Minnesota, Matio 3
Association, dated January 15, 2002, as amendedugpdemented
4.2 Offer Letter Agreement between Royal Bank of CaratthBest Buy Canada Ltd. Magasins Best Buy Ltéedda 4
March 9, 2004
.2 5-Year Revolving Credit Agreement with U.S. BanktiiNieal Association dated December 22, 2004 5
*10.1 1994 Full-Time Employee Non-Qualified Stock Optilan, as amended 1
*10.2 1997 Employee Non-Qualified Stock Option Plan, meladed 6
*10.3 1997 Directors’ Non-Qualified Stock Option Plan,aesended 1
*10.4 The Assumed Musicland 1998 Stock Incentive Plan 7
*10.5 2000 Restricted Stock Award Plan, as amended 8
*10.6 Best Buy Co., Inc. 2004 Omnibus Stock and Incerfilan 9
*10.7 2007 Long-Term Incentive Program Award Agreemesiagproved by the Board of Directors on Octobe2P86 1
*10.8 Best Buy Fourth Amended and Restated Deferred Cosagpien Plan, as amended 10
*10.9 2007 Executive Officer Short-Term Incentive Program 11
12.1 Statements re: Computation of Ratios 1
18.1 Deloitte & Touche LLP Preferability Letter 1
21.1 Subsidiaries of the Registrant 1
23.1 Consent of Deloitte & Touche LLP 1
23.z Consent of Ernst & Young LLP 1
31.1 Certification of the Chief Executive Officer pursuido Rule 13a-14(a), as adopted pursuant to Se8ta of the 1
Sarbanes-Oxley Act of 2002
31.z Certification of the Chief Financial Officer pursudao Rule 13a-14(a), as adopted pursuant to Se8ti@ of the 1
Sarbanes-Oxley Act of 2002
32.1 Certification of the Chief Executive Officer pursuao 18 U.S.C. Section 1350, as adopted pursoaBéttion 906 ¢ 1
the Sarbanes-Oxley Act of 2002
32.2 Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoeadéttion 906 of 1

the Sarbanes-Oxley Act of 2002

Management contracts or compensatory plans orgemaants required to be filed as exhibits pursuaitetn 15(b) of Form 10-K.
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@ Document is filed herewith.

@ Exhibit so marked was filed with the SEC on Septeni®, 2006, as an exhibit to the Form 8-K of Hasy Co., Inc., and is incorporated herein by refeeeand made a
part hereof.

@ Exhibit so marked was filed with the SEC on Febyu28, 2002, as an exhibit to the Registration $tetet on Form S-3 (Registration No. 333-83562) aftERuy
Co., Inc., and is incorporated herein by refereame@ made a part hereof.

“ Exhibit so marked was filed with the SEC on Ap#@l, 2004, as an exhibit to the Form 10-K of Best By, Inc., and is incorporated herein by refereamo@ made a part
hereof.

®) Exhibit so marked was filed with the SEC on Janu&rg005, as an exhibit to the Form 10-Q of Best Bo., Inc., and is incorporated herein by refeecaed made a part
hereof.

©® Exhibit so marked was filed with the SEC on Octo®e2005, as an exhibit to the Form 10-Q of Best Bo., Inc., and is incorporated herein by refeeeaed made a part
hereof.

@ Exhibit so marked was filed with the SEC on Febyu28, 2001, as an exhibit to the Registration $tetg on Form S-8 (Registration No. 333-56146) aftEBuy
Co., Inc., and is incorporated herein by refereameg made a part hereof.

® Exhibit so marked was filed with the SEC on Octo®e2005, as an exhibit to the Form 10-Q of Best Bo., Inc., and is incorporated herein by refeeemed made a part
hereof.

® Exhibit so marked was filed on October 1, 2004am&xhibit to the Registration Statement on ForBi(&egistration No. 333-119472) of Best Buy Coc, Jand is
incorporated herein by reference and made a pezbhe

10 Exhibit so marked was filed with the SEC on Ap#l, 2004, as an exhibit to the Form 10-K of Best By, Inc., and is incorporated herein by referearue made a part
hereof.

A1) Exhibit so marked was filed with the SEC on May 2@06, on Form 8-K and is incorporated herein bgremce and made a part hereof.

Pursuant to Item 601(b)(4)(iii) of Regulation S-Kder the Securities Act of 1933, the Registrantrtadiled as exhibits to the Form XOeertain instrument
with respect to longerm debt under which the amount of securities@izhd does not exceed 10% of the total assetseoRegistrant. The Registrant hert
agrees to furnish copies of all such instrumenta@dSEC upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be signedsonehbalf
by the undersigned, thereunto duly authorized.

Best Buy Co., Inc.

(Registrant)

By: /s/ Bradbury H. Anderson

Bradbury H. Anderson

Vice Chairman and Chief Executive Officer and Diogc

Date: May 2, 2007

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bblptie following persons on behalf of the registrand

in the capacities and on the dates indicated.

Signature
/s/ Bradbury H. Anderson

Bradbury H. Anderson

/s/ Darren R. Jackson

Darren R. Jackson

/s/ Susan S. Grafton

Susan S. Grafton

/s/ Richard M. Schulze

Richard M. Schulze

/s/ Ari Bousbib

Ari Bousbib

/sl Kathy J. Higgins Victor

Kathy J. Higgins Victor

/s/ Ronald James

Ronald James

/sl Elliot S. Kaplan

Elliot S. Kaplan

/s/ Allen U. Lenzmeier

Allen U. Lenzmeier

/s/ Matthew H. Paull

Matthew H. Paull

/sl James E. Press

James E. Press

/sl Rogelio M. Rebolledo

Rogelio M. Rebolledo

/sl Mary A. Tolan

Mary A. Tolan

/s/ Frank D. Trestman

Frank D. Trestman

/sl Hatim A. Tyabji

Hatim A. Tyabji

Vice Chairman and Chief Executive Officer

Title

(principal executive officend Director

Executive Vice President — Finance and Chief Firdr@fficer

(principal financial officer)

Vice President, Controller and Chief AccountingiCdf
(principal accounting officer)

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Date

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

May 2, 2007

101




Schedule 11

Valuation and Qualifying Accounts
($ in millions)

Balance a Charged tc Balance a
Beginning Expenses o End of
of Period Other Accounts  Other® Period
Year ended March 3, 2007:
Allowance for doubtful accounts $3 $15 $ (1) 9 17
Year ended February 25, 2006:
Allowance for doubtful accounts 3 10 (20 3
Year ended February 26, 2005:
Allowance for doubtful accounts 4 4 (5) 3
@ Includes bad debt write-offs, recoveries and reserv
Balance a Charged tc Balance a
Beginning Expenses o End of
of Period Other Accounts  Other Period
Year ended March 3, 2007:
Sales return reserve $78 $26 $— $ 104
Year ended February 25, 2006:
Sales return reserve 65 13 — 78
Year ended February 26, 2005:
Sales return reserve — 65 — 65

Note: We initially established our sales returrgeree in the fourth quarter of fiscal 201




Exhibit No. 3.1

RESTATED
ARTICLES OF INCORPORATION
OF
BEST BUY CO., INC.

ARTICLE |
NAME

The name of this corporation shall be Best Buy €.,

ARTICLE Il
REGISTERED OFFICE; REGISTERED AGENT

The registered office of this corporation is lochtd the Capitol Professional Building, 590 Panle&t, Suite 6, St. Paul, Minnesota
55103. Its registered agent at such address isiddtRegistered Agents, Inc.

ARTICLE Il

The names and addresses of the members of the BbBitkctors at the time of the adoption of the @émded and Restated Articles
of Incorporation of Sound of Music, Inc. (now knoas Best Buy Co., Inc.) on February 16, 1983, were:

Name Address
Richard M. Schulze 900 East 80th Street

Bloomington, MN 5542(
Joseph Francis 300 Industrial Blvd.

Minneapolis, MN 5541
Elliot S. Kaplan 33 South Fifth Street

Minneapolis, MN 5540:

ARTICLE IV
CAPITAL

The aggregate number of shares of all classe® ok sthich this corporation shall have the authatdtyssue is One Billion Four
Hundred Thousand (1,000,400,000) shares consisting

@ 1,000,000,000 shares of Common Stpakyalue of $.10 per share; and




(2 400,000 shares of Preferred Stockyphie of $1.00 per share.

The holders of shares of Common Stock shall haeevote for each share of Common Stock held of teoareach matter submitted
to the holders of shares of Common Stock.

ARTICLE V
CLASSES AND SERIES
OF STOCK

The shares of the Preferred Stock may be issuedtiroe to time by the Board of Directors in onamore series with such
designations, relative rights, preferences, lirota, dividends, rights, redemption prices, liqtiiola prices, conversion rights, sinking or
purchase fund rights or other privileges as ther@oé& Directors may establish, fix or determine.

ARTICLE VI
BOARD ACTION
WITHOUT A MEETING

Any action required or permitted to be taken at mm@eting of the Board of Directors may be takeraut a meeting by written
action signed by a majority of the Board of Direstthen in office, except as those matters whigluire shareholder approval, in which case
the written action shall be signed by all membérthe Board of Directors then in office.

ARTICLE VII
CUMULATIVE VOTING

No stockholder of this corporation shall be entitte any cumulative voting rights.

ARTICLE VIII
PREFERENTIAL RIGHTS

No stockholder of this corporation shall have argferential, preemptive, or other rights of subscription to anyrslsaof any class «
series of stock of this corporation allotted ordsot to be allotted or sold whether now or hereaftehorized, or to any obligations or
securities convertible into any class or seriesto€k of this corporation.

ARTICLE IX
REGULATION OF CERTAIN EVENTS

Section 1. Definitions As used in this Article IX (and, in some cagskdicle X, hereof) the following terms and phrasesll
have the respective meanings hereinafter set forth.

(@) The term “Affiliate”, used to indi@a# relationship with any specified Person, shathmany Person (except this
corporation or any Person Controlled by this comtion none of the voting securities of or equitienests in which is owned directly or
indirectly by the specified Person or any Affiliaie Associate of the specified Person) who diredtfyindirectly




through one or more intermediaries, Controls, ist@dled by or is under common Control with the dfied Person.

(b) The term “Associatelised to indicate a relationship with any specifiedson, shall mean any Person who is, or was v
a period of five (5) years prior to the time ofelatination, an officer, director, employee, partierstee, agent, owner of five percent (5%
more of the voting securities or (if not a partregity interests, or Member of the Immediate Famf| with or in a specified Person or any
Affiliate or Associate of the specified Person.

(c) A Person shall conclusively be a “Bfécial Owner” of shares of Voting Stock of thisrporation (1) which such Person or
any of its Affiliates or Associates owns legallylmneficially, directly or indirectly, (2) which eb Person or any of its Affiliates or Associt
has, directly or indirectly, (i) the right to acgaii(whether such right is exercisable immediatelgfter the passage of time) pursuant to any
agreement, arrangement or understanding or upoexéireise of conversion rights, exchange rightsravas or options, or otherwise, or (ii)
the right to vote pursuant to any agreement, asanamt or understanding, or otherwise, or (3) whiehBeneficially Owned, directly or
indirectly, by any other Person with which suchd®eror any of its Affiliates or Associates has agyeement, arrangement or understanding
for the purpose of acquiring, holding, voting osmibsing of any shares of Voting Stock of this cosion. Shares of Voting Stock of this
corporation of which a Person is the Beneficial @nshall be “Beneficially Owned” by such Person.

(d) The phrase “Business Combination’llghaan (1) any merger, consolidation, combinatomeorganization of this
corporation or a Subsidiary with or into a RelalRaison, (2) any sale, lease, exchange, transfetgage, pledge or other disposition (whe
in one transaction or in a series of transactiohs)l or any Substantial Part of the Assets af torporation (including without limitation any
securities of a Subsidiary) or of a Subsidiary Redated Person, (3) any sale, lease, exchangeféramortgage, pledge or other disposition
(whether in one transaction or in a series of tatisns) of all or any Substantial Part of the Assd# a Related Person to this corporation
a Subsidiary, (4) the issuance of any securitighisfcorporation or of a Subsidiary to a RelatedsBn, (5) the acquisition by this corporation
or by a Subsidiary of any securities issued bytdherequest of a Related Person, (6) any reéizesson of securities (including any
combination [reverse split] thereof) or recapitafian of this corporation, or any merger or corgatiion of this corporation with any
Subsidiary or any other transaction (whether omwitit or into or otherwise involving a Related Rerswhich has the effect, directly or
indirectly, of increasing the percentage of thestartding shares of any class or series of equityrgis, or securities convertible into equity
securities, of this corporation or any Subsidiahjch is Beneficially Owned by a Related Personaff) loan or other extension of credit by
this corporation or a Subsidiary to a Related Remany guarantee by this corporation or a Suasidif any loan or other extension of cre
by any Person to a Related-Person, (8) the adopfiany plan or proposal for the dissolution, ldgtion or termination of this corporation or
any Subsidiary proposed by or on behalf of a Rdl&erson, or (9) any agreement, contract or otliangement providing for any of the
foregoing transactions.




(e) The phrase “Continuing Director” dhmakan (1) any member of the Board of Directorthif corporation (i) who was a
member of the Board of Directors at the adjournnoéihe meeting at which this Article IX was appedivby the stockholders of this
corporation, or (ii) became a member of the Bodmioectors prior to the time that any Person beesma Related Person, and (2) any
successor to a Continuing Director who is not afiliafe, Associate or otherwise a representativa Belated Person and is nominated or
elected to succeed a Continuing Director by a nitgjof the remaining Continuing Directors at a niegtat which a Continuing Director
Quorum is present.

0] The phrase “Continuing Director Quior” shall mean a majority of those members of tbarl of Directors who are
Continuing Directors.

(9) The term “Control” and all words dexil therefrom shall mean the possession, directiydirectly, of the powers to direct
or cause the direction of the management and pslf a Person, whether through the ownership tifiggeecurities, by contract or
otherwise.

(h) The phrase “Member of the Immediaaenify”, used to indicate a relationship with anesified Person, shall mean any of
such Person’s spouse, parents, children, siblmg$hers-in-law, fathers-in-law, sons- in-law, dategb-in-law, brothers-in-law and sisters-in-
law.

0] The term “Person” shall mean anyiwdlal, firm, corporation or other entity.

)] The phrase “Related Person” shalamany Person that is the Beneficial Owner of figecent (5%) or more of the shares
of Voting Stock of this corporation deemed to béstanding, other than (1) any individual or trdsdttwas the Beneficial Owner of five
percent (5%) or more of such outstanding sharédanch 14, 1986, the estate of such individual, amg other Person that is a Beneficial
Owner of five percent (5%) or more of such outstagdhares solely by reason of such individuakttor estate being an Affiliate or
Associate of such other Person, and (2) any pengriofit-sharing, employee stock ownership or ottraployee benefit plan of this
corporation or any Subsidiary or any trustee oeoftduciary with respect to any such plan wherngcin such capacity. For the purpose of
determining whether a Person is a Related Perlsemumber of shares of Voting Stock of this corporadeemed to be outstanding shall
include all shares of Voting Stock issuable by ttigporation which are Beneficially Owned by su@rd®n through application of the
provisions of paragraph (c) of this Section 1, $hdll not include any other shares of Voting Statlich may be issuable by this corporation
to any other Person pursuant to any agreemenhgamaent or understanding, or upon exercise of agiwerights, exchange rights, warrants
or options, or otherwise.

(k) The term “Subsidianghall mean any corporation more than fifty per¢®06€6) of any class of equity securities of whic
owned, directly or indirectly, by this corporation.

)] The phrase “Substantial Part of Assets” shall mean assets individually valued itfearket value or book value,
whichever is greater, equal in the aggregate tcerttan ten




percent (10%) of the lesser of the fair market @alubook value of the total assets of a Persai te end of its most recent fiscal year
ending prior to the time the determination is made.

(m) The phrase “Voting Stock” shall medlro&the outstanding shares of capital stock @ ttorporation then entitled to vote
for the election of directors, and each referenca percentage majority of the shares of VotinglSthall refer to such percentage of the
voting power of all such shares voting as one class

Section 2. Supermajority Votes

€)) Except as set forth in Section 3hif Article 1X, and notwithstanding any other prsigin seemingly to the contrary in law,
these Articles of Incorporation or the By-laws listcorporation,

1) the affirmative vote of the holdefsableast eighty percent (80%) of the outstandingres of Voting Stock of this
corporation; and

(2 the affirmative vote of the holdefsableast sixty-six and two-thirds percent &38%) of the outstanding shares
Voting Stock of this corporation that are Benefigi®@wned by stockholders other than and excepafor Related Person,

shall be required for the approval or authorizatbany Business Combination in which this corpiorais or is intended to be a party, and
such affirmative votes by stockholders shall besiregl notwithstanding the fact that, absent thische IX, no vote may be required, or that
the affirmative vote of the holders of a lesserarigj percentage of Voting Stock may be permittadlaw or otherwise.

(b) Notwithstanding anything seeminglythe contrary in law, these Articles of Incorpooatior the By-laws of this
corporation, the affirmative vote of seventy-fivergent (75%) of the voting power of the entire Rbaf Directors shall be required with
respect to the mortgage, pledge or grant of a ggéaterest (whether in a single transaction gedes of transactions) of or in all or any
Substantial Part of the Assets of this corporatioa Subsidiary to a Related Person.

Section 3. When Inapplicable

€)) The provisions of Section 2 of thigiéle 1X shall not be applicable to a Business ®omation, and such Business
Combination shall require only such affirmative vals may otherwise be required by law or othenifiggther:

(1) the Business Combination shall haaerbapproved by a majority of Continuing Directars meeting at which a
Continuing Director Quorum is present; providdtbwever, that with respect to the mortgage, pledge ortgrgrof a security
interest of or in all or any Substantial Part af thesets of this corporation or a Subsidiary teetated Person, the provisions of
Section 2(a) of this Article 1X shall not be applite if such mortgage, pledge or grant of a secimterest shall have been




approved by seventy-five percent (75%) of the \@power of the entire Board of Directors; or

(2) the Business Combination shall ineobolely a merger or consolidation between thipa@tion and a Subsidiary
in which a Related Person has no direct or indirgerest (other than an interest arising solelydason of the Related Person’s
interest in this corporation); providedhowever, that (i) if this corporation shall not be the\duing corporation, all stockholders of
this corporation shall be entitled to receive thme amount and type of consideration in such trdiogawith respect to each share
each class or series of the capital stock of thiparation owned by them, (ii) as a condition pos# to consummation of such
transaction, the provisions of Article IX and AlécX of these Articles of Incorporation shall bentioued in effect or adopted by,
such surviving corporation as part of its artiadesertificate of incorporation, as the case mayaoe such articles or certificate shall
include no provision inconsistent with the provisiof Article 1X and Article X of these Articles ¢ricorporation, and (iii) as a
condition precedent to consummation of such trafmache provisions of Section 1 of Article Il tiis corporation’s By-aws shal
continue in effect or shall be adopted by suchisuryg corporation as part of its Bylaws, and neitiech By-laws nor the articles or
certificate of incorporation of the surviving corption shall include any provision inconsistenthwtite provisions of Section 1 of
Article 1l of this corporation’s By-laws.

(b) In addition to, and not in limitatiah the foregoing Subsection 3(a), the provisiohSubsection 2(a)(2) of this Article IX
shall not be applicable to any merger, consolisattmmbination or reorganization of this corpomatwith or into, or the adoption of any plan
or proposal for the dissolution, liquidation orrtenation of this corporation proposed by or on tiebia any Related Person, and any such
specified Business Combination shall require onlghsaffirmative vote as may otherwise be requingthiv or otherwise, if a majority of the
Continuing Directors determines, at a meeting efBloard of Directors at which a Continuing Dired@uorum is present, that each holder of
shares of each class or series of the capital stbitks corporation, other than the Related Peradlhreceive in such Business Combinatic
cash consideration in an amount not less thanitiekt price per share (with appropriate adjustméortany stock dividends, stock splits,
recapitalizations and other similar distributiomgransactions) paid by the Related Person or dfiljate or Associate of such Related Person
in acquiring any shares of the capital stock of ttrporation of the same class or series, whsthar highest price per share was paid in
securities or any combination thereof.

Section 4. Fiduciary Duty Nothing contained in this Article IX shall bersirued to relieve any Related Person of any fathy
obligation imposed upon it by law.

Section 5. Powers of BoardA majority of the Continuing Directors shall leathe power and duty to determine, at a meeting of
the Board of Directors at which a Continuing DimoQuorum is present, on the basis of the defingtiprovided in Section 1 of this Article
and the information then known to them, whetheiafa) Person is a Related Person, (b) any PersomAdfiliate or Associate of another, (c)
any Business Combination relates to a Substardidld? the Assets of any Person, (d) any direct@ Continuing Director and is




acting at a meeting at which a Continuing Dire€miorum is or was present, and (e) the cash comgiderto be received by each holder of
shares of each class or series of the capital stbttks corporation meets the test expressed bsé&ation 3(b) of this Article IX. Any such
determination made in good faith by a majorityred Continuing Directors shall be conclusive andlivig for all purposes of this Article IX.

Section 6. Duties of BoardThe fact that any action or transaction comphéh the provisions of this Article IX shall notb
construed to waive or satisfy any other requiremeftaw, these Articles of Incorporation or the-Byvs of this corporation, or to impose ¢
fiduciary duty, obligation or responsibility on tB®ard of Directors or any member thereof, to apprsuch action or transaction or
recommend its adoption or approval to the stockdrslaf this corporation, nor shall such complialiroé, prohibit or otherwise restrict in
any manner the Board of Directors, or any membereibf, with respect to evaluations of or actiond @sponses taken with respect to such
action or transaction. The directors of this cogtion, when evaluating any Business Combinatiballsin the exercise of their judgment in
determining what is in the best interests of tligporation and its stockholders, give due constamrdo all relevant factors, including withc
limitation, the social and economic effects ondh@ployees, customers, suppliers and other const#u this corporation and its Subsidia
and on the communities in which this corporatiod &s Subsidiaries operate or are located.

Section 7. Amendment of Article LXThe foregoing provisions of this Article IX mag amended, altered or repealed only at a
meeting of stockholders by the affirmative votgajfthe holders of at least eighty percent (80%hefshares of Voting Stock entitled to vote
on amendments to these Articles of Incorporatiowt, én addition, (b) the holders of at least sigty-and two- thirds percent (66-2/3%) of the
outstanding shares of Voting Stock of this corgorathat are Beneficially Owned by stockholderseotthan Related Persons; provided
however, that the provisions of this Section 7 shall bl to any such amendment, alteration or repeslghall have been approved and
recommended to the shareholders for approval bgjarity of Continuing Directors at a meeting at afhia Continuing Director Quorum is
present.

Section 8. Removal of DirectarsA director may be removed from office, (a) fause, by the affirmative vote of a majority of
the remaining directors, or the affirmative votdlod holders of a majority of the Voting Stock tteadance at a duly convened meeting of
stockholders; and (b) without cause, by the afftimeavote, at a meeting called for that purposehefholders of at least eighty percent (80%)
of the outstanding shares of Voting Stock.

Section 9. Amendment of Byaws. The provisions of Section 1 of Article Ill ofithcorporation’s By-Laws may be amended,
altered or repealed only at a meeting of stockhs|dmlled for such purpose, by the affirmativeevot the holders of at least eighty percent
(80%) of the outstanding shares of Voting Stockymted, however, that, notwithstanding the foregoing requireméms, Board of Directors
may amend such Section 1 to increase the numtibreaftors in the manner prescribed by law.




ARTICLE X
STOCK REPURCHASES FROM CERTAIN STOCKHOLDERS

Section 1. Definitions As used in this Article X, the following termadaphrases shall have the respective meaningsaéesi
set forth.

@ The term “Affiliate” shall have tharae meaning as provided in Subsection 1(a) of lartiX of these Articles of
Incorporation.

(b) The term “Associate” shall have theng meaning as provided in Subsection 1(b) of kertx of these Articles of
Incorporation.

(c) The phrases “Beneficial Owner” ancefgficially Owned” shall have the same meaningsragided in Subsection 1(c) of

Article IX of these Articles of Incorporation.

(d) The term “Person” shall have the same@aning as provided in Subsection 1(i) of Artid{eof these Articles of
Incorporation.
(e) The phrase “Public Transactiehall mean any (1) purchase of voting securitiésrefl pursuant to an effective registra

statement filed pursuant to the Securities Act383, or (2) open market purchase of voting seeifi, in either such case, the price and
other terms of sale are not negotiated by the msehand seller of the legal or beneficial intemesich voting securities.

0] The term “Subsidiary” shall have tseame meaning as provided in Subsection 1(k) atlartX of these Articles of
Incorporation.
(9) The phrase “Substantial Stockhold#rdll mean any Person or group of two or more Perato have agreed to act

together for the purpose of acquiring, holdingjngtor disposing of voting securities of this cagtton who, (1) individually or together wi
its or their Associates or Affiliates, in the aggaee, is or are the Beneficial Owner(s) of seasitf this corporation, or securities convertible
into securities of this corporation, representieig percent (10%) or more of the Voting Stock, Qrigdr are assignee(s) of or has or have
otherwise succeeded as, directly or indirectly,Beaeficial Owner(s) of any voting securities, ecurities convertible into voting securities,
of this corporation which were at any time withire three-year period immediately prior to the diatguestion Beneficially Owned by a
Substantial Stockholder or any of its AssociateAffiliates, unless such assignment or succesdial bave occurred pursuant to any Public
Transaction or series of Public Transactions; mtedi however, that the term “Substantial Stockholder” shall meiude any benefit plan or
trust now or hereafter established by this corpamnadr any or any of its Subsidiaries for the béraffthe employees of this corporation an
any of its Subsidiaries or any trustee, agent lbeotepresentative of any such plan or trust.

(h) The phrase “Unaffiliated Directeshall mean a director who is not a Substantiali3toldler, its Affiliate or Associate, or
not otherwise related thereto; providdabwever, that no director shall be considered to be arffiliated Director unless such director
became a




director of this corporation prior to the transantor transactions in which such Substantial Stoltlér or Substantial Stockholders became
such, or was nominated, appointed or elected &®etar of this corporation with the approval ofleadst two-thirds of the Unaffiliated
Directors in office at the time of such directon@mination, appointment or election.

0] The phrase “Voting Stock” shall hate same meaning as provided in Subsection 1(Ajtafie IX of these Articles of
Incorporation.
Section 2. Extraordinary Vote of Stockhaefde Notwithstanding any provision seemingly to tloatrary in law, these Articles

of Incorporation or the By-laws of this corporatidhe affirmative vote of holders of not less tieaghty percent (80%) of the Voting Stock of
this corporation held by stockholders other th&uhbstantial Stockholder, or its Affiliates or Aswdes, shall be required to approve the
purchase or other acquisition by this corporatibshares of capital stock of this corporation if:

€)) such shares of capital stock arelmged from any Substantial Stockholder, its Affidgor Associates at a price more than
one hundred and five percent (105%) of the avecémgng price for shares of capital stock of theealass (as the shares of capital stock
being purchased from the Substantial StockholtieAffiliates or Associates), in the principal pighinarket in which such shares of capital
stock are actively traded, during the most recieet () trading days during which such shares hmean traded preceding such purchase,
earlier, during the most recent five (5) tradingslduring which such shares have been traded grecdte date upon which this corporation
and the Substantial Stockholder, its AffiliatesA@sociates enter into a binding agreement for guecbhhase; or if such shares are of a class or
series not traded in a public market, then at @epmore than one hundred and five percent (105%jeofedemption price, if any, pertaining
to such shares; or, if there is no such redempiicoe, at a price more than one hundred and fivegme (105%) of the liquidation preference,
if any, pertaining to such shares; or, if theradssuch liquidation preference, at a price one heshdnd five percent (105%) of the price(s)
paid by such Substantial Stockholder, its Affilat® Associates in acquiring such shares, detedronea first-in, first-out basis;

(b) the Substantial Stockholder, its kdfies or Associates has Beneficially Owned theeshaf capital stock being purchased
or any of them for less than three (3) years; and

(©) all other holders of shares of cdstack of the same class or series are not cordgeanpously afforded the opportunity to
sell to this corporation or any other Person, om$eand at a price determined by a majority ofdnaffiliated Directors of this corporation to
be substantially as favorable as those affordéde@ubstantial Stockholder, its Affiliates or Assdes, the same percentage of such shal
capital stock held by them as equals that percertfithe shares of capital stock Beneficially Owbgdhe Substantial Stockholder which are
to be purchased from the Substantial StockholtieAffiliates or Associates by this corporation.

Section 3. Determinations By Unaffiliatedd2tors. In the context of any transaction describedeanti®n 2 of this Article X,
the majority of the directors who are UnaffiliaBdectors with respect to such transaction shalehthe exclusive power and duty to




determine, on the basis of information known tavitedter reasonable inquiry, whether a Person ia @)bstantial Stockholder, (b) an
Affiliate or Associate of a Substantial Stockholdend (c) an Unaffiliated Director. Any such deté@ration of a majority of the Unaffiliated
Directors shall be final and binding in the abseoiciaud or gross negligence by such Unaffiliabscectors.

Section 4. Amendment of Article.XThe provisions of this Article X may be amendaitkred or repealed only at a meeting of
stockholders by the affirmative vote of the holdefrat least eighty percent (80%) of the sharégaiing Stock entitled to vote on
amendments to these Articles of Incorporation; ed, however, that the provisions of this Section 4 shall mplg to any such
amendment, alteration or repeal that shall have bpproved and recommended to the shareholdeapfooval by a majority of Unaffiliated
Directors.

ARTICLE XI
LIMITATION OF DIRECTOR LIABILITY

No director of the corporation shall be personkdlble to the corporation or its shareholders fanetary damages for breach of
fiduciary duty as a director; providedhowever, that this Article XI shall not eliminate or limtite liability of a director (i) for any breach of
the director’s duty of loyalty to the corporationits shareholders, (ii) for acts or omissionsingjood faith or that involve intentional
misconduct or a knowing violation of law, (iii) ueidSection 302A.559 or 80A.23 of the Minnesota8&, (iv) for any transaction from
which the director derived an improper personakdfigror (v) for any act or omission occurring prio the effective date of this Article XI.
If, after the effective date of this Article XI,éiMinnesota Business Corporation Act is amendexditborize the further elimination or
limitation of the liability of directors, then, iaddition to the limitation on personal liabilityqguided herein, the liability of a director of the
corporation shall be limited to the fullest extpetmitted by such amended Act. Any repeal or nicatibn of this Article XI by the
shareholders of the corporation shall be prospecaily and shall not adversely affect any limitatan the personal liability of a director of
the corporation existing at the time of such repeahodification.
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Exhibit No. 10.1
BEST BUY CO., INC.

1994
FULL-TIME EMPLOYEE NON-QUALIFIED
STOCK OPTION PLAN

1999 AMENDMENT AND RESTATEMENT
A. PURPOSE.

The purpose of this Full-Time Employee Non-Quatifietock Option Plan (“Plan”) is to further the gtbvand general prosperity of
Best Buy Co., Inc. (the “Company”), and its dirgaid indirectly wholly-owned subsidiaries (coligely, the “Companies”) by enabling
full-time employees of the Companies to acquirgeshaf the common stock of the Company under tmest@nd conditions and in the
manner contemplated by this Plan, thereby incrgasiair personal interest in the success of the iamies and enabling the Companies to
obtain and retain the services of such employepsofs granted under the Plan are intended to berspwhich do not meet the requireme
of Section 422A of the Internal Revenue Code of6l 28 amended.

B. ADMINISTRATION.

This Plan shall be administered by the CompensatimhHuman Resources Committee (the “Committeeth@Company’s Board
of Directors (the “Board”). Options may not be gesthto any person while serving on the Committdessmapproved by a majority of the
disinterested members of the Board. Subject to subbrs and resolutions not inconsistent with ttewigions of this Plan as may from time
time be issued or adopted by the Board, the Coraengthall have full power and authority to interghet Plan and, to the extent contemplated
herein, shall exercise the discretion granted tegarding participation in the Plan and the nundfeshares to be optioned and sold to each
participant.

All decisions, determinations and selections madthe Committee pursuant to the provisions of tlee Rnd applicable orders and
resolutions of the Board shall be final. Each aptiwanted shall be evidenced by a written agreeemmtaining such terms and conditions as
may be approved by the Committee and which shalbaanconsistent with the Plan and the ordersrasdlutions of the Board with respect
thereto.

C. ELIGIBILITY AND PARTICIPATION.

Options may be granted under the Plan to any ifu-employee of the Companies who is not an offaifehe Companies. The
Committee shall grant to such participants optimngurchase shares in such amounts as the Comsiitédifrom time to time determine.




D. SHARES SUBJECT TO THE PLAN.

Subject to adjustment as provided in Section Eeihean aggregate of 6,000,000 shares of $0.10gdae common stock of the
Company shall be subject to this Plan from autlakizut unissued shares of the Company. Such nuanloekind of shares shall be
appropriately adjusted in the event of any one orenstock splits, reverse stock splits or stockdginds hereafter paid or declared with
respect to such stock. If, prior to the terminatddnhe Plan, shares issued pursuant hereto siadl hheen repurchased by the Company
pursuant to this Plan, such repurchased shardsagja@h become available for issuance under the. Pla

Any shares which, after the effective date of ®lisn, shall become subject to valid outstandingpaptunder this Plan may, to the
extent of the release of any such shares from fyatermination or expiration of option(s) withougtlid exercise, be made the subject of
additional options under this Plan.

E. ADJUSTMENTS UPON CHANGES IN CAPITALIZATION.

In the event of a merger, consolidation, reorgaiupastock dividend, stock split, or other chamyeorporate structure or
capitalization affecting the common stock of therany, an appropriate adjustment may be made inuher and kind of shares subjec
and the exercise prices of options granted undePtan as determined by the Committee.

F. TERMS AND CONDITIONS OF OPTIONS.

The Committee shall have the power, subject tdithigations contained in this Plan, to prescribg garms and conditions in respect
of the granting or exercise of any option undes #lian and, in particular, shall prescribe theofeihg terms and conditions:

(1) Each option shall state the number of shareghioh it pertains.

(2) The price at which shares shall be sold toigipeints hereunder (the “Exercise Price”) shaltheFair Market Value of
the Company’s common stock on the date of graryiméat of the Exercise Price shall be made at the the shares are sold
hereunder by check payable to the Company, or bgsder of outstanding shares of common stock@fdbmpany which have a
Fair Market Value on the date of surrender equ#théoExercise Price of the shares as to which pieris being exercised, or by a
combination thereof.

(3) The vested portion of an option shall be exsatgie in whole or in part with respect to the shameluded therein until tt




earlier of (a) the close of business on the teathatior to the proposed effective date of (i) amgrger or consolidation of the
Company with any other corporation or entity assuft of which the holders of the common stockhef Company will own less th

a majority voting control of the surviving corpdmt; (ii) any sale of substantially all of the atssef the Companies or (iii) any sale
of common stock of the Company to a person notsestolder on the date of issuance of the option tivbeby acquires majority
voting control of the Company, subject to any stiahsaction actually being consummated, or (bktbse of business on the date
ten (10) years after the date the option was gdaftee Company shall give written notice to theapae not less than 30 days prior
to the proposed effective date of any of the tretisas described in (a) above.

(4) Except in the event of disability, death ormat retirement, an option shall be exercisable wadpect to the shares
included therein not earlier than the date one/ésy following the date of grant of the option, teter than the date ten (10) years
following the date of grant of the option; providéwever, that during the first year that the aptinay be exercised, the optionee
may exercise such optionee’s right only to the mixté fifty percent (50%) of the shares subjecstich option; and provided further,
however, that in the event of a change in statamployee from full-time or patithe to occasional/seasonal, such employee
continue to have the right to exercise an optidlofiong such change in status but only to the eixtéthe shares available for
acquisition on the date of such change in stahes“@hange in Status Date”).

(5) Except in the event of disability, death ormat retirement, an option may be exercised onljhieyoptionee while such
optionee is, and has continually been, since the afethe grant of the option, an employee of aihe Companies; provided,
however, that a former employee shall continueateetthe right to exercise an option for a periothoty (30) days following such
termination to the extent of the shares availabteatquisition on the date of such former employeermination but in no event lal
than the date ten (10) years after the date oft@fasuch option. If the continuous employment ofogtionee terminates by reasor
disability, death or normal retirement, an optisarged hereunder held by the disabled, deceasedid employee may be
exercised to the extent of all shares subjectéatition (or, with respect to a disabled, deceasedtired occasional/seasonal
employee, to the extent of the shares availabladquisition on the Change in Status Date) witima ¢L) year following the date of
disability or death or five (5) years following thate of normal retirement, but in no event lat@ntten




(10) years after the date of grant of such optigrnthe disabled or retired employee or the persqeosons to whom the participast’
rights under such option shall have passed byowitly the applicable laws of descent and distrdyutFor purposes of this Plan or
(a) an employee shall be deemed “disabled” if theleyee is unable to perform his or her usual dute the Companies as a result
of physical or mental disability, and such inakilib perform continues or is expected to contirareat least twelve (12) consecutive
months, and (b) “normal retirement” shall meanrestient on or after age 60 so long as the emplogseaérved the Companies
continuously for at least the three (3) years imiattetly preceding retirement. Notwithstanding theefming, the changes made in
Sections F(4) and (5) pursuant to the amendmemggchadopted on April 24, 1998 (relating to thetiesof options in the event of
normal retirement), shall be effective only foriops granted hereunder on and after April 24, 1998.

(6) An option shall be exercised when notice ofrseixercise, either in writing or orally, has beéreg to the Company at
its principal business office or to its designaagent by the person entitled to exercise the opiahfull payment for the shares with
respect to which the option is exercised has beegsived by the Company. Until the stock certifisadee issued, no right to vote or
receive dividends or any other rights as a shadenahall exist with respect to optioned sharetwyitiesstanding the exercise of the
option.

(7) Each optionee shall be obligated to maintainabinfidentiality of all of the confidential andgprietary information of
the Companies and, in the event of a breach bgptienee of such obligation, all of the optionegfgions granted pursuant to the
Plan and all rights thereunder shall immediatelgnteate including, notwithstanding the up to thi80) day grace period providec
Section F(5), in the event of termination of théi@mpee’s employment. To evidence the foregoinghemationee shall sign and
deliver to the Company prior to exercising suchay an agreement documenting the optionee’s utaaelisig of and agreement to
the confidentiality restrictions imposed hereby tihithstanding the foregoing, this Section F(7), gtgd as of April 16, 1999, shall
be effective only for options granted hereundeand after April 16, 1999.

G. OPTIONS NOT TRANSFERRABLE.

Options under the Plan may not be sold, pledgesigiasd or transferred in any manner, whether byatjpa of law or otherwise
except by will or the laws of descent, and may er@sed during the lifetime of an optionee onlysugh optionee.




H. AMENDMENT OR TERMINATION OF THE PLAN.

The Board may amend this Plan from time to timé& asy deem advisable and may at any time termitiegtd°lan, provided that a
such termination of the Plan shall not adverséigcafoptions already granted and such options stadhin in full force and effect as if the
Plan had not been terminated.

l. AGREEMENT AND REPRESENTATIONS OF OPTIONEES.
As a condition precedent to the exercise of anioopir portion thereof, the Company may requirepgbieson exercising such option
to represent and warrant at the time of any sueihcése that the shares are being purchased onignvestment and without any present

intention to sell or distribute such shares ifitie opinion of counsel for the Company, such agsgmtation is required under the Securities
Act of 1933 or any other applicable law, regulatirrule of any governmental agency.

In the event legal counsel to the Company rendeispaion to the Company that shares for optior@sed pursuant to this Plan
cannot be issued to the optionee because suclm aatigld violate any applicable federal or statausiies laws, then in that event the
optionee agrees that the Company shall not benedjto issue said shares to the optionee andisnad! no liability to the optionee other than
the return to optionee of amounts tendered to thagany upon exercise of the option.

J. EFFECTIVE DATE AND TERMINATION OF THE PLAN.
The Plan is effective as of April 4, 1994. The Psaiall terminate on the earliest of:

(1) The date when all the shares available ungePtan shall have been acquired through the exeotisptions granted
under the Plan; or

(2) Ten (10) years after the date of approval efRfan by the Shareholders of the Company; or
(3) Such other earlier date as the Board may déterm
K. WITHHOLDING TAXES.
The Companies shall have the right to take anypadtiat may be necessary in the opinion of the Gomgs to satisfy all obligations
for the payment of any federal, state or local $aodany kind, including FICA taxes, required byl be withheld with respect to the

exercise of an option granted hereunder. If steakiihheld or surrendered to satisfy tax withhadgisuch stock shall be the Fair Market
Value of the Company’s common stock on the daxefcise.




L. FAIR MARKET VALUE.

“Fair Market Value” shall mean the last reportet gaice of the Company’s common stock on the datgant, as quoted on by the
New York Stock Exchange. If the Compis common stock ceases to be listed for tradintherNew York Stock Exchange, “Fair Market
Value” shall mean the value determined in goochfait the Board.

M. COMPLIANCE WITH RULE 16b-3 AND SECTION 162(m).

With respect to employees subject to Section t@Securities Exchange Act of 1934, as amendeSection 162(m) of the Code,
transactions under the Plan are intended to comiptyall applicable conditions of such Rule 16brlavoid loss of the deduction referred to
in paragraph (1) of such Section 162(m). Anythimghie Plan to the contrary notwithstanding, toek&nt any provision of the Plan or action
by the Committee fails to so comply or avoid theslof such deduction, it shall be deemed null anid, ¥o the extent permitted by law and
deemed advisable by the Committee.

N. FORM OF OPTION.

Options shall be issued in substantially the foethe Committee or the Board may approve.




Exhibit No. 10.2
BEST BUY CO., INC.
1997
DIRECTORS’ NON-QUALIFIED STOCK OPTION PLAN
1999 AMENDMENT AND RESTATEMENT
A. PURPOSE.

The purpose of this Directors’ Non-Qualified Stdagtion Plan (“Plan”) is to further the growth anehgral prosperity of Best Buy
Co., Inc. (the “Company”), and its directly andimedtly wholly-owned subsidiaries (collectively ethiCompanies”) by enabling current
directors of the Company, who have been or ardreggeon the Company’s Board of Directors (the “Bdquahd upon whose judgment,
initiative and effort the Companies were or argddy dependent for the successful conduct of thesiness, to acquire shares of the common
stock of the Company under the terms and conditimikin the manner contemplated by this Plan, byeirecreasing their personal
involvement in the Companies. Options granted utiteiPlan are intended to be options which do restrthe requirements of Section 422A
of the Internal Revenue Code of 1986, as amendtied'Gode”).

B. ADMINISTRATION.

This Plan shall be administered by the CompensatimhHuman Resources Committee (the “Committeeth@Board. Subject to
such orders and resolutions not inconsistent vighprovisions of this Plan as may from time to tineeissued or adopted by the Board, the
Committee shall have full power and authority tteipret the Plan.

All decisions and determinations made by the comeipursuant to the provisions of the Plan andiegiple orders and resolutions
of the Board shall be final. Each option grantealidhe evidenced by a written agreement contaisinth terms and conditions as may be
approved by the Committee and which shall not berisistent with the Plan and the orders and résokibf the Board with respect thereto.

C. ELIGIBILITY, PARTICIPATION AND GRANTS.

Options shall be granted under the Plan to cumreathbers of the Board. The Committee shall graeatth director options to
purchase shares in such amounts as the Commitiidrsim time to time determine.




D. SHARES SUBJECT TO THE PLAN.

Subiject to adjustment as provided below, an aggeenf8?,800,000 shares of $0.10 par value commarksif the Company shall be
subject to this Plan from authorized but unissuedes of the Company. Such number and kind of shsdrall be appropriately adjusted in the
event of any one or more stock splits, reversekssptits or stock dividends hereafter paid or dexdawith respect to such stock. If, prior to
the termination of the Plan, shares issued pursugneto shall have been repurchased by the Conmasyant to this Plan, such repurchased
shares shall again become available for issuanderuhe Plan.

Any shares which, after the effective date of ®limn, shall become subject to valid outstandingpaptunder this Plan may, to the
extent of the release of any such shares from ofyotermination or expiration of option(s) withougtlid exercise, be made the subject of
additional options under this Plan.

E. NO ADJUSTMENTS UPON CHANGES IN CAPITALIZATION.

Except as expressly provided herein, in the eveatroerger, consolidation, reorganization, stockd#ind, stock split, or other
change in corporate structure or capitalizatiorafiig the common stock of the Company, there $fgatio change in the number of shares
subject to options to be granted thereafter putsiaatme Plan; provided, however, that in such &vem appropriate adjustment may be made
in the number and kind of shares subject to an@tkecise prices of outstanding options granteceutite Plan as determined by the
Committee.

F. TERMS AND CONDITIONS OF OPTIONS.

The Committee shall have the power, subject tdithiéations contained in this Plan, to prescribg sarms and conditions in respect
of the granting or exercise of any option undes #lian and, in particular, shall prescribe theofeihg terms and conditions:

(1) Each option shall state the number of shareghioh it pertains.

(2) The price at which shares shall be sold toigipeints hereunder (the “Exercise Price”) shaltheFair Market Value of
the Company’s common stock on the date of graryimieat of the Exercise Price shall be made (a)yhpent is made by check
payable to the Company, at the time the sharesaddenereunder, or (b) if payment is made purstaah irrevocable election to
surrender outstanding shares of common stock aftmepany which have a Fair Market Value on the daturrender equal to the
Exercise Price of the shares as to which the ofigidneing exercised, no later than the settlemat# fibr the shares sold in the mal
to cover the Exercise Price, or (c)




by a combination thereof, UNLESS an option is eiseat in connection with a deferral election purduarthe Deferred
Compensation Plan, defined below, in which caserneay of the Exercise Price shall be made as prdvii&ection M herein.

(3) An option shall be exercisable in whole or artpwith respect to the shares included thereiil thé earlier of (a) the
close of business on the tenth day prior to thegsed effective date of (i) any merger or consdiliaieof the Company with any
other corporation or entity as a result of which tiolders of the common stock of the Company withdess than a majority voting
control of the surviving corporation; (ii) any salEsubstantially all of the assets of the Compsuoie(iii) any sale of common stock
of the Company to a person not a shareholder oddtesof issuance of the option who thereby acquirajority voting control of th
Company, subject to any such transaction actuaitygoconsummated, or (b) the close of businese®uate ten (10) years after the
date the option was granted. The Company shall\giiteen notice to the optionee not less than 3@sdaior to the proposed
effective date of any of the transactions describhgd) above.

(4) An option shall be exercised when notice ofhseercise, whether in writing or orally, has bgaren to the Company
its principal business office or to its designatgent by the person entitled to exercise the opiahfull payment for the shares with
respect to which the option is exercised has beegsived by the Company. Until the stock certifisadee issued, no right to vote or
receive dividends or any other rights as a shadeahall exist with respect to optioned sharesyitlasstanding the exercise of the
option.

(5) Each optionee shall be obligated to maintatnabinfidentiality of all of the confidential andgprietary information of
the Companies and, in the event of a breach bgpkienee of such obligation, all of the optionegfgions granted pursuant to the
Plan and all rights thereunder shall immediatelgnteate. Notwithstanding the foregoing, this Satt5), adopted as of April 16,
1999, shall be effective only for options granteddunder on and after April 16, 1999.

G. OPTIONS NOT TRANSFERABLE.

Options under the Plan may not be sold, pledgesigiasd or transferred in any manner, whether byatjpa of law or otherwise,
except by will, the laws of descent or a qualifiemmestic relations order.




H. AMENDMENT OR TERMINATION OF THE PLAN.

The Board may amend this Plan from time to timé& asy deem advisable and may at any time termitiegtd°lan, provided that a
such termination of the Plan shall not adverséigcafoptions already granted and such options stadhin in full force and effect as if the
Plan had not been terminated.

l. AGREEMENT AND REPRESENTATIONS OF PARTICIPANTS.

As a condition precedent to the exercise of anioopir portion thereof, the Company may requirepgbieson exercising such option
to represent and warrant at the time of any sueihcése that the shares are being purchased onignvestment and without any present
intention to sell or distribute such shares ifitie opinion of counsel for the Company, such agsgmtation is required under the Securities
Act of 1933 or any other applicable law, regulatirrule of any governmental agency.

In the event legal counsel to the Company rendeispaion to the Company that shares for optior@sed pursuant to this Plan
cannot be issued to the optionee because suclm aatigld violate any applicable federal or statausiies laws, then in that event the
optionee agrees that the Company shall not benedjto issue said shares to the optionee andisnad! no liability to the optionee other than
the return to optionee of amounts tendered to thagany upon exercise of the option.

J. EFFECTIVE DATE AND TERMINATION OF THE PLAN.

The Plan shall become effective as of April 18, 1§%pproved thereafter by the Company’s sharadrgldThe Plan shall terminate
on the earliest of:

(1) The date when all the shares available undePtan shall have been acquired through the exeofisptions granted
under the Plan; or

(2) Ten (10) years after the date of approval efRhan by the Company’s shareholders; or
(3) Such other earlier date as the Board may dé&term
K. FAIR MARKET VALUE.
“Fair Market Value” shall mean the last reportet gaice of the Company’s common stock on the datgant, as quoted on by the

New York Stock Exchange. If the Compi's common stock ceases to be listed for tradintherNew York Stock Exchange, “Fair Market
Value” shall mean the value determined in goochfait the Board.




L. COMPLIANCE WITH RULE 16b-3 AND SECTION 162(m).

Transactions under the Plan are intended to comhyall applicable conditions of Rule 16b-3 untlee Securities Exchange Act of
1934, as amended, and avoid loss of the deduaferred to in paragraph (1) of Section 162(m) ef@ode. Anything in the Plan to the
contrary notwithstanding, to the extent any pransof the Plan or action by the Committee failsaaccomply or avoid the loss of such
deduction, it shall be deemed null and void, togkint permitted by law and deemed advisable &yCthmmittee.

M. DEFERRAL OF OPTION GAIN.

Participants in the Company’s Deferred Compensdtian, effective as of April 1, 1998 (the “Deferr@dmpensation Plan”), may
be able to defer the gain, if any, upon exercisepbions granted hereunder pursuant to and in daoce with the terms of the Deferred
Compensation Plan. To the extent that the Defe@@mapensation Plan permits a participant to defgrgain with respect to an option, the
Exercise Price must be satisfied utilizing shafeh® Company’s common stock held at least six mm®ptior to exercise. In the event any
deferral election is made with respect to an opfibtie optionee is unable to deliver the regeisiumber of shares of the Company’s
common stock to cover the full Exercise Price ptiothe expiration of such option, the portiontod bption that corresponds to the portion of
the full Exercise Price not covered shall be faefei

N. FORM OF OPTION.

Options shall be issued in substantially the saomm fas the Committee or the Board may approve.




Exhibit No. 10.7

BEST BUY CO., INC.
2007 LONG-TERM INCENTIVE PROGRAM AWARD AGREEMENT
Award Date: October 23, 2006

I.  The Award . As of the Award Date set forth in the Award Niofition accompanying this award, Best Buy Co., [fiBest Buy”) grants
to you an option to purchase the number of shdrBest Buy common stock set forth in such Awardifit#tion (the “Option”) at the
option price per share set forth in such Award fitzttion, and/or a mix of long-term incentive awalternatives you have selected,
including (i) a number of performance shares oftBesy common stock (the “Performance Shares”) &ijumber of restricted shares of
Best Buy common stock (the “Restricted Shares™)/@n(iii) a number of performance units to be pai¢ash (the “Performance Units”)
as set forth in such Award Notification, on therierand conditions contained in this 2007 Long-Tareentive Program Award
Agreement (this “Agreement”) and the Best Buy @uc, 2004 Omnibus Stock and Incentive Plan (th@afiBl Capitalized terms not
defined in the body of this Agreement are definethe Addendum.

II. Option

2.1

2.2

2.3

Duration and Exercisability of Option . You may not exercise any portion of the Opticiompto one year from the Award Date,
and the Option expires 10 years after the Awardc:Qigie “Expiration Date”). You may exercise theti@p in cumulative
installments of 25% on and after each of the fost anniversaries of the Award Date. The entipgi@h will vest earlier and
become exercisable upon your Qualified Retiren@isgbility or death or if, within 12 months follong a Change of Control, yc
employment is terminated without Cause or you teats your employment for Good Reason. The Optiag amly be exercised
by you during your lifetime, and may not be ass@yoetransferred other than by will or the lawglescent and distribution.

Exercise and Tax Withholding. The Option may be exercised in whole or in parhbtice to Best Buy (through the Plan
administrator or other means as shall be spedifjeBest Buy from time-to-time) stating the numbégslares to be purchased
under the Option and the method of payment. Tleemust be accompanied by payment in full ofékercise price for all shai
designated in the notice. Payment of the exeprise may be made by cash, check or delivery ofipusly owned shares of sto
having a Fair Market Value (as defined in the Ptam}he date of exercise equal to the exercise poica combination thereof. T
Option will not be eligible for treatment as a dfiedl or incentive stock option for federal incoa purposes. You are liable for
any federal and state income or other taxes afigdiagpon the grant or exercise of the Option ordisposition of the underlying
shares, and you acknowledge that you should cowidthityour own tax advisor regarding the applicatabe consequences. Upon
exercise of the Option, Best Buy will withhold fraime shares that would otherwise be delivered toayaumber of shares havin
fair market value equal to the amount of all apyilie taxes required by Best Buy to be withheldadlected upon the exercise of
the Option, unless your notice of exercise indiegtur desire to satisfy such withholding obligaidhrough the payment of cash
or the delivery of previously acquired shares o$tBguy common stock, and such cash or shares verdel to Best Buy prompt
thereafter. You have no rights in the shares stilbgethe Option until such shares are receivechuprcise of the Option.

Retirement, Disability, Death or Termination. Upon your Qualified Retirement, you will have oreay from the effective date
of your retirement to exercise the Option. If ydia while employed, the representative of yourtesta your heirs will have one
year from the date of your death to exercise th&éo@p If you become Disabled, you will have onayfom the effective date of
such classification to exercise the Option. Ifiyemployment is terminated by Best Buy or an Adfiéi without Cause or if you
resign or otherwise voluntarily terminate your eayphent with Best Buy or an Affiliate, you will ha® days from the date of
your termination to exercise the Option, to theeakthe Option had vested as of your terminatide.din no case, however, may
the Option be exercised after the Expiration Datke Option may not be exercised following termimabf employment for
Cause.

Ill.  Performance Shares

3.1

Restricted Period. The Performance Shares are subject to theatisti$ contained in this Agreement and the Plamduhe
period (for purposes of this Section Ill, the “Reded Period”) beginning on the Award Date andiegan February 27, 2010,
subject to the provisions of Section 3.3 below e Téstrictions will lapse and the Performance Sheti# become transferable and
non-forfeitable as of February 27, 2010 if the VfesCriteria set forth in the attached Vesting éna Schedule have been met. If
the Vesting Criteria are not met as of such datar yights to some or all of the Performance Shaeset forth in the Vesting
Criteria Schedule, will be immediately forfeite@he Committee will determine in its sole discretinether the Vesting Criteria
are met, upon which the Performance Shares wikdged in your name no later than 75 days afteeticeof the Restricted Period,
either by book-entry registration or issuance sfazk certificate. If the Performance Shares are




3.2

3.3

3.4

3.5

issued prior to the end of the Restricted Periog stock certificate will be held by Best Buy, andy bear an appropriate legend
referring to the restrictions applicable to thef®enance Shares.

Restrictions. The Performance Shares are subject to the fltpvestrictions during the Restricted Period:
@) The Performance Shares are subject to forfeituBest Buy as provided in this Agreement and the Pla

(b) The Performance Shares may not be sold, assigaedfdérred or pledged during the Restricted Peribou may not
transfer the right to receive the Performance Shanther than by will or the laws of descent argdriiution, and any such
attempted transfer will be void.

Forfeiture/Acceleration . Upon your Qualified Retirement prior to Februam; 2010, the Restricted Period will continue Hrel
Performance Shares will not be issued until su¢d dathe Committee determines in its sole dismratinether and to what extent
the Vesting Criteria set forth in the Vesting QriseSchedule have been met, as set forth in Se8tbabove. If your employment
is terminated by reason of death or you becomehgaprior to February 27, 2010, the restrictiorils lapse and the Performance
Shares will be issued and become non-forfeitabietemsferable as of the date of such terminatidheé same amount as if the
performance goals had been achieved such that D@86 Performance Shares had been earned thrbaglate of termination
If, prior to February 27, 2010 and within 12 montbldowing a Change in Control, your employmentdsminated without Cause
or you terminate your employment for Good Readoa restrictions will lapse and the Performance &haiill be issued and
become non-forfeitable and transferable as of #ie df such termination in the same amount aip#rformance goals had been
achieved such that 100% of the Performance Shabden earned through the date of terminatiogouf employment is
terminated prior to February 27, 2010 for any otfeason, your rights to all of the Performance &avill be immediately and
irrevocably forfeited.

Rights . Until issuance of the Performance Shares, ydinei have any rights of a shareholder with respethe Performance
Shares. Upon issuance of the Performance Sharesyill, subject to the restrictions of this Agreemt and the Plan, have all of
the rights of a shareholder with respect to thédPmance Shares, unless and until the PerformahaeeS are forfeited, except that
you will not have the right to vote the Performasteres during the Restricted Period. Any dividemdother distributions
(whether cash, stock, or otherwise) paid on théoPeance Shares during the Restricted Period wilhéld by Best Buy until the
end of the Restricted Period, at which time Best ®ill pay you all such dividends and other distitions, plus interest
compounded quarterly based on the prime interést oa any cash dividends or distributions, legsaoplicable tax withholding
amounts. If the Performance Shares are forfegedkacribed in Section 3.3 of this Agreement, tilerights to such payments w
also be forfeited.

Income Taxes. You are liable for any federal and state incamether taxes applicable upon the grant of théoRaance Shares
if you make an election under Section 83(b) ofltiternal Revenue Code of 1986, as amended, withidays of the date of grant,
or upon the lapse of the restrictions on the Perémce Shares, and the subsequent disposition &fettiermance Shares, and you
acknowledge that you should consult with your oexaddvisor regarding the applicable tax consequentipon the lapse of the
restrictions on the Performance Shares, Best Bliywthhold from the Performance Shares the nundfd?erformance Shares
having a fair market value equal to the amountliad@plicable taxes required by Best Buy to be titld upon the lapse of the
restrictions on the Performance Shares unless, forihe end of the Restricted Period, you noti§sBBuy of your desire to satisfy
such withholding obligations through the paymentasgh or the delivery of previously acquired shafé8est Buy common stock,
and such cash or shares are delivered to Best Bugtly thereafter.

IV. Restricted Stock

4.1

4.2

Restricted Period. The Restricted Shares are subject to the réstriccontained in this Agreement and the Planndyutfie

period (for purposes of this Section 1V, the “Riesérd Period”) beginning on the Award Date and egdin February 27, 2010,
subject to the provisions of Section 4.3 below e Téstrictions will lapse and the Restricted Shaié#dbecome transferable and
non-forfeitable as of February 27, 2010 if the VfesCriteria set forth in the attached Vesting € Schedule have been met. If
the Vesting Criteria are not met as of such datar yights to some or all of the Restricted Shaassset forth in the Vesting Crite
Schedule, will be immediately forfeited. The Corttee will determine in its sole discretion whettiez Vesting Criteria are met,
upon which the Restricted Shares will be issuegbur name no later than 75 days after the endeoRibstricted Period, either by
book-entry registration or issuance of a stockifieate. If the Restricted Shares are issued padhe end of the Restricted Period,
the stock certificate will be held by Best Buy, andy bear a legend referring to the restrictiondiegble to the Restricted Shares.

Restrictions. The Restricted Shares are subject to the foligwestrictions during the Restricted Period:

€) The Restricted Shares are subject to forfeituigest Buy as provided in this Agreement and the .Plan




4.3

4.4

4.5

(b) The Restricted Shares may not be sold, assigrertsfarred or pledged during the Restricted Perial may not transfer
the right to receive the Restricted Shares, otiem by will or the laws of descent and distributiand any such attempted
transfer will be void.

Forfeiture/Acceleration . Upon your Qualified Retirement prior to Februam; 2010, the Restricted Period will continue tral
Restricted Shares will not be issued until sucle @atthe Committee determines in its sole disaretioether and to what extent 1
Vesting Criteria set forth in the Vesting CriteBahedule have been met, as set forth in Sectioabbte. If your employment is
terminated by reason of death or you become Didatrier to February 27, 2010, the restrictions Vfise and the Restricted
Shares will be issued and become non-forfeitabteteansferable as of the date of such terminatiché same amount as if the
performance goals had been achieved such that D0@9¢ Restricted Shares had been earned throegietie of termination If,
prior to February 27, 2010 and within 12 month#ofeing a Change in Control, your employment is tieiated without Cause or
you terminate your employment for Good Reasonrékéictions will lapse and the Restricted Sharéisa@come non-forfeitable
and transferable as of the date of such terminatitime same amount as if the performance goaldbed achieved such that 10
of the Restricted Shares had been earned throegthatie of termination. If your employment is temated prior to February 27,
2010 for any other reason, your rights to all & Restricted Shares will be immediately and irredobg forfeited.

Rights . Until issuance of the Restricted Shares, youmat have any rights of a shareholder with respetiie Restricted
Shares. Upon issuance of the Restricted Sharasyiio subject to the restrictions of this Agreemand the Plan, have all of the
rights of a shareholder with respect to the RestliShares, unless and until the Restricted Slaaecrfeited, except that you will
not have the right to vote the Restricted Sharemduhe Restricted Period. Any dividends or ottiistributions (whether cash,
stock, or otherwise) paid on the Restricted Shdueisg the Restricted Period will be held by BeayBintil the end of the
Restricted Period, at which time Best Buy will pepu all such dividends and other distributions sphterest compounded
quarterly based on the prime interest rate, oncasy dividends or distributions, less any applieabk withholding amounts. If t
Restricted Shares are forfeited as described itiddet.3 of this Agreement, then all rights to speayments will also be forfeited.

Income Taxes. You are liable for any federal and state incamether taxes applicable upon the grant of therRésd Shares if
you make an election under Section 83(b) of therhal Revenue Code of 1986, as amended, withira$8 df the date of grant, or
upon the lapse of the restrictions on the Restti8ieares, and the subsequent disposition of thei®ed Shares, and you
acknowledge that you should consult with your oexaddvisor regarding the applicable tax consequentpon the lapse of the
restrictions on the Restricted Shares, Best Bulywiihhold from the Restricted Shares the numbeRes$tricted Shares having a
fair market value equal to the amount of all apgiie taxes required by Best Buy to be withheld uppenapse of the restrictions
on the Restricted Shares unless, prior to the étitedRestricted Period, you notify Best Buy of ydesire to satisfy such
withholding obligations through the payment of caslthe delivery of previously acquired shares e§BBuy common stock, and
such cash or shares are delivered to Best Buy phpthereafter.

V. Performance Units

5.1

5.2

5.3

Restricted Period. The Performance Units are subject to the re&iris contained in this Agreement and the Planndyutiie
period (for purposes of this Section V, the “Reséidl Period”) beginning on the Award Date and egdin February 27, 2010,
subject to the provisions of Section 5.4 below e Téstrictions will lapse and the Performance Unitsbecome non-forfeitable as
of February 27, 2010 if the Vesting Criteria settidn the attached Vesting Criteria Schedule Haaen met. If the Vesting Crite
are not met as of such date, your rights to sonad of the cash value of the Performance Unitsetdorth in the Vesting Criteria
Schedule, will be immediately forfeited. The Cortteg will determine in its sole discretion whethiee Vesting Criteria are met.

Payment. Subject to the provisions of Section 5.4 of thigeement, the Performance Units shall be paxhsh at the end of the
Restricted Period, with each payment occurringoas s practicable after the Committee determindts discretion after the end
of the Restricted Period, whether and to what exttenperformance goals have been achieved in dacoe with the terms set
forth in the Vesting Criteria Schedule, but in@dses within 75 days after the end of the RestriE&riod.

Restrictions. The Performance Units are subject to the follmiestrictions during the Restricted Period:

(a) The Performance Units, and the right to receivectigh payment, is subject to forfeiture to Best Bsiyprovided in this
Agreement and the Plan.

(b) The Performance Units, and the right to receivectish payment, may not be sold, assigned, trapsferrpledged during
the Restricted Period. You may not transfer thdoPmance Units or the right to receive the




VI.

VILI.

cash payment, other than by will or the laws ofcées and distribution, and any such attempted feansll be void.

5.4  Forfeiture/Early Payment . Upon your Qualified Retirement prior to Febru2i; 2010, the Restricted Period will continue and
cash payment on the Performance Units will not beeruntil such date as the Committee determinits $ole discretion whether
and to what extent the Vesting Criteria set fonthhie Vesting Criteria Schedule have been metefgh in Section 5.1 above. If
your employment is terminated by reason of deatyparbecome Disabled prior to February 27, 201® réstrictions will lapse a1
you or your estate shall be entitled to receivashgayment of the Performance Units in the sanwuatas if the performance
goals had been achieved such that 100% of the wdliee Performance Units had been earned thrdugdate of termination, to
be paid as soon as soon as practicable, but @asdls within 75 days after the date of terminatitfnprior to February 27, 2010
and within 12 months following a Change in Contyaur employment is terminated without Cause or igminate your
employment for Good Reason, the restrictions apise and you shall be entitled to receive a cagimgat of the Performance
Units in the same amount as if the performancesgaadl been achieved such that 100% of the valtled®erformance Units had
been earned through the date of termination, todit as soon as soon as practicable, but in adsoagthin 75 days after the date
termination. If your employment is terminated ptio February 27, 2010 for any other reason, ymlnts to all of the Performance
Units, and the right to receive the cash paymeiitp& immediately and irrevocably forfeited.

5.5 Income Taxes. Best Buy shall have the right to deduct frompalyments made under this Agreement any fedesdé,sir local
taxes required by law to be withheld with respectuch payments.

Confidentiality. In consideration of the Option and the PerformaBlcares, Restricted Shares and/or Performance, Yaiis
acknowledge that Best Buy operates in a competitwéronment and that Best Buy has a substanti&dest in protecting its Confident
Information, and you agree, during your employngnBest Buy and thereafter, to maintain the comfiiddity of Best Buy’s
Confidential Information and to use such Confidaninformation for the exclusive benefit of BestyBu

Terms and Conditions. This Agreement does not guarantee your contiengployment or alter the right of Best Buy or iffiliates to
terminate your employment at any time. This Awiardranted pursuant to the Plan and is subjeds tieims. In the event of any confl
between the provisions of this Agreement and tl&,Rhe provisions of the Plan will goveriBy your acceptance of this award, you
acknowledge receipt of a copy of the Prospectuth®iPlan and your agreement to the terms and tongliof the Plan and this
Agreement.

BEST BUY CO., INC.

By:




ADDENDUM TO
2007 LONG-TERM INCENTIVE PROGRAM AWARD AGREEMENT

For the purposes hereof the terms used hereirhawk the following meanings:

“Affiliate” will mean a company controlled directlgr indirectly by Best Buy, where “control” will na@ the right, either directly or indirectly,
to elect a majority of the directors thereof withthe consent or acquiescence of any third party.

“Beneficial Owner” will have the meaning definedRule 13d-3 promulgated under the Securities Exgbaict of 1934, as amended.

“Cause” will mean:

(i)
(ii)

(iii)
(iv)
(v)

(vi)

(Vi)

(viii)

You have breached your obligations of confidertiiald Best Buy or any of its Affiliates;

You commit an act, or omit to take action, in bathf which results in material detriment to BesyBw any of its
Affiliates;

You have violated Best Buy’s Conflict of Interestlipy (unless authorized by state or federal law);
You have violated Best Buy’s Securities Trading@o({unless authorized by state or federal law);

You have committed fraud, misappropriation, emberzant or other act of dishonesty, including thefinisuse of Best
Buy property, equipment or store merchandise datiam or abuse of Best Buy’s discount policy, anoection with Best
Buy or any of its Affiliates or its or their busisees;

You have been convicted or have pleaded guiltyotw nontendere to criminal misconduct constitutniglony or a gross
misdemeanor, which gross misdemeanor involvesachref ethics, moral turpitude, or immoral or otbenduct reflecting
adversely upon the reputation or interest of Best & its Affiliates;

Your use of narcotics, liquor or illicit drugs hlaad a detrimental effect on your performance oflegmpent
responsibilities; or

You are in material default under any agreementéetn you and Best Buy or any of its Affiliates @nlling any applicable
notice and cure period.

A “Change of Control” will be deemed to have ocedrif the conditions set forth in any one of thioiwing paragraphs will have been

satisfied:

(N

(I

any Person is or becomes the Beneficial Ownerctiyrer indirectly, of securities of Best Buy repemiting 50% or more of
the combined voting power of Best Buy's then outdtag securities excluding, at the time of theigimral acquisition, from
the calculation of securities beneficially owneddogh Person, any securities acquired directly fBast Buy or its
Affiliates or in connection with a transaction delsed in clause (a) of paragraph Il below; or

individuals who at the Award Date constitute theaBband any new director (other than a directorsehaitial assumption
of office is in connection with an actual or thiema¢d election contest, including but not limiteétoonsent solicitation,
relating to the election of directors of Best Buf)ose appointment or election by the Board or natiom for election by
Best Buy’s shareholders was approved or recommemgledvote of at least two-thirds (2/3) of the dtoes then still in
office who either were directors at the Award Datevhose appointment, election or
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nomination for election was previously so approsedecommended, cease for any reason to constituitajority thereof; ¢

(1 there is consummated a merger or consolidationest Buy or any Affiliate with any other companyhet than (a) a
merger or consolidation which would result in thoing securities of Best Buy outstanding immediateior thereto
continuing to represent (either by remaining outdiiag or by being converted into voting securitiéshe surviving entity ¢
any parent thereof), in combination with the owhgrof any trustee or other fiduciary holding séiteis under an employe
benefit plan of Best Buy or any Affiliate, at le&% of the combined voting power of the votingwséies of Best Buy or
such surviving entity or parent thereof outstandinmediately after such merger or consolidation(bdra merger or
consolidation effected to implement a recapitaicrabf Best Buy (or similar transaction) in whicb Rerson is or becomes
the Beneficial Owner, directly or indirectly of seities of Best Buy representing 50% or more ofdbmbined voting pow:
of Best Buy’s then outstanding securities; or

(Iv) the shareholders of Best Buy approve a plan of ¢etefiquidation of Best Buy or there is consumndade agreement for
the sale or disposition by Best Buy of all or sabsiglly all Best Buys assets, other than a sale or disposition by B@sbf
all or substantially all of Best Buy’s assets toesutity, at least 50% of the combined voting powfethe voting securities of
which are owned by shareholders of Best Buy in tsuthiglly the same proportions as their ownersliiBest Buy
immediately prior to such sale; or

V) the Board determines in its sole discretion thett@nge in control of Best Buy has occurred.

(v Notwithstanding the foregoing, a “Change in Coritwill not be deemed to have occurred by virtughaf consummation
of any transaction or series of integrated trangastimmediately following which the record holdefshe common stock
of Best Buy immediately prior to such transactiorseries of transactions continue to have substgnthe same
proportionate ownership in an entity which ownsoalsubstantially all of the assets of Best Buy mliately following such
transaction or series of transactions.

“Committee” will mean the Compensation and Humasdreces Committee of the Board of Directors of Bast or any other committee of
the Board designated by the Board to administePtha.

“Confidential Information” will mean any and allfarmation in whatever form, whether written, eleciically stored, orally transmitted or
memorized pertaining to: trade secrets; custoists, Fecords and other information regarding ausis; price lists and pricing policies,
financial plans, records, ledgers and informatfmnchase orders, agreements and related datagbasievelopment plans; products and
technologies; product tests; manufacturing costsjyct or service pricing; sales and marketing mlaesearch and development plans;
personnel and employment records, files, data afidigs (regardless of whether the information gierto you or other employees of Best
Buy); tax or financial information; business antesanethods and operations; business correspondeeoeoranda and other records;
inventions, improvements and discoveries; proceasdsnethods; and business operations and relatadatmulae; computer records and
related data; know-how, research and developmewteinark, technology, technical information, cogltéd material; and any other
confidential or proprietary data and informationigthyou encounter during employment, all of which held, possessed and/or owned by
Best Buy and all of which are used in the operatiamnd business of Best Buy. Confidential Inforavatioes not include information which
or becomes generally known within Best Buy’s indpgitrough no act or omission by you; provided, koer, that the compilation,
manipulation or other exploitation of generally kmoinformation may constitute Confidential Inforriwet.

“Disabled” will mean an employee who is deemed ldlisé if he or she is unable to perform any of theterial and substantial duties of his or
her regular occupation due to a sickness or injamg, such inability to perform continues for atskesix consecutive months. If any such
Affiliate does not have a long term disability plianeffect at such time, you will be deemed disdlfte the purposes hereof if you would hi
qualified for long term disability payments undezsB Buy'’s long term disability plan had you theetban employee of Best Buy.
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“Good Reason” will mean the occurrence of any effillowing events following a Change in Controlcept for the occurrence of such an

event in connection with the termination of yourpdayment by Best Buy or any successor companyfiiaséd entity then employing you
for Cause, Disability or death:

M the assignment of employment duties or responsdsilivhich are not substantially comparable in o@spbility and status
to the employment duties and responsibilities lglgou immediately prior to the Change in Control;

({0)) a material reduction in your base salary as inceffamediately prior to the Change in Control; or

(1 being required to work in a location more than S@sifrom your office location immediately prior toe Change in

Control, except for requirements of temporary tfaveBest Buy’s business to an extent substant@lysistent with your
business travel obligations immediately prior te @hange in Control.

“Person” will have the meaning defined in Secti8(&)(9) and 13(d) of the Securities Exchange Act384, as amended, except that such
term will not include (i) Best Buy or any of itsksidiaries, (ii) a trustee or other fiduciary halglisecurities under an employee benefit pla
Best Buy or any of its Affiliates, (iii) an underitar temporarily holding securities pursuant toodfiering of such securities, or (iv) a

corporation owned, directly or indirectly, by theaseholders of Best Buy in substantially the sane@grtions as their ownership of stock of
Best Buy.

“Qualified Retirement” will mean any termination employment for retirement on or after age 60,05 las the employee has served Best
Buy continuously for at least the three years imiatety preceding the retirement.
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VESTING CRITERIA SCHEDULE TO
2007 LONG-TERM INCENTIVE PROGRAM AWARD AGREEMENT

Performance Share Vesting

Performance Share Vesting is determined basedeofoliowing illustration:

L -
150% - = 2R Doz
L 75" Percentile J
) 100%-149% - = 1EE Cormpanies
Vesting Based on S&P 500 Member
Best Buy TSR vs. L, 50" Percentile J Companies’ Total
S&'E gr?]%x]?gber 50%-99% 40™ Parcentila i Gompanies Shareholder Return

25™ Parcentile

0% 155 Sarmpanias

156G-49% «[ T Coanpanies

LS

TSR Formula

Total Shareholder Return (TSR) represents the dmetuan shareholders receive on their investmiaotyuding both paid dividends and
capital gains (stock price appreciation). The beiig price is calculated by taking the averagthefclosing prices over a 90 day period prior
to March 4, 2007. The ending price is calculatedaking the average of the closing prices oved @&y period prior to February 27, 2010.
TSR % is determined for both Best Buy and each®f3&P 500 member companies using the formula below

(End Price + Dividends)] 73 1 —  TSR%

(Beginning Price)

Vesting Formula

Best Buy’s TSR % is then compared to the TSR %hef3&P 500 member companies.
For Performance below the 5 Percentile, no shasts
For Performance from 25  Percentile to™0 Perlsentésting is determined based on the followingniala:

(Best Buy TSR % S&P 25" Percentile TSR %) X 50%
(S&P 401 Percentile TSR % - S&P 25  Percentile PHR

For Performance from 40  Percentile to"™50 Perlsentésting is determined based on the followingniala:

(Best Buy TSR % S&P 40" Percentile TSR %) x 50% + 50%
(S&P 501 Percentile TSR % - S&P #0 Percentile B&R




For Performance from 50 Percentile to'75 Perteentesting is determined based on the followingniala:

(Best Buy TSR % S&P 501 Percentile TSR %) X 50% + 100%
(S&P 75" Percentile TSR % - S&P B0 Percentile PHR

For Performance at or above the'75 Percentile2al&0shares vest.
Restricted Share Vesting

Restricted Shares will be earned if Best Buy'sdi008 Economic Value Added (“EVA”) achieves atair level compared with the fiscal
2008 EVA target as determined by the Committee ABWeasures the amount by which Best Buy's afterpraits, after certain adjustments,
exceed Best Buy’s cost of capital. The followimgssforth the percentage of Restricted Sharesihgitbe earned based on varying levels of
Best Buy’s fiscal 2008 EVA as a percentage of tbeal 2008 EVA target:

% of Restricted Shares
Fiscal 2008 EVA as a Percentac

of Fiscal 2008 EVA Target that will be Earned

111% and Abovi 125%
At least 91% but less than 111 100%
At least 75% but less than 91 75%
Below 75% 0%

Performance Unit Vesting

Performance Units will be earned if Best Buy’s éis2008 Economic Value Added (“EVA”) achieves atagr level compared with the fiscal
2008 EVA target as determined by the Committee ABWeasures the amount by which Best Buy's afterptaits, after certain adjustments,
exceed Best Bug' cost of capital. The following sets forth thdlalovalue of Performance Units that may be eatveskd on varying levels
Best Buy’s fiscal 2008 EVA as a percentage of theal 2008 EVA target:

Fiscal 2008 EVA as a Percentac $ Value of Performance
of Fiscal 2008 EVA Targel Units that will be Earned
111% and Abowi $ 1.25
At least 91% but less than 111 $ 1.00
At least 75% but less than 91 $ 0.75
Below 75% $ 0.0C




Exhibit No. 12.1

Statements re; Computation of Ratios
($ in millions)

Mar. 3, Feb. 25, Feb. 26, Feb. 28, Mar. 1,
2007 2006 2005 2004 2003
Ratio of Earnings to Fixed Chargt
Earnings:
Net earning: $ 1377 $ 1,14C $ 984 $ 705 % 99
Discontinued operations, net of t — — (50) 95 441
Change in accounting principles, net of — — — — 82
Minority interest in earning 1 — — — —
Income tax expense 752 581 509 496 392
Earnings from continuing operations before incomeexpense 2,13C 1,721 1,44% 1,29¢€ 1,014
Fixed Charges
Interest portion of rental expen 198 165 150 140 132
Interest expense 31 30 44 32 24
Total fixed charges 229 195 194 172 156
Less:
Capitalized interest — — — (1) (5)
Fixed charges in earnings 229 195 194 171 151
Earnings available for fixed charges $ 235¢ $ 191€ $ 1637 $ 1,467 $ 1,16t
Ratio of earnings to fixed charges 10.3(C 9.81 8.43 8.55 7.68

Note: Computation is based on continuing operati




Exhibit No. 18.1
April 25, 2007

Best Buy Co., Inc.
7601 Penn Avenue South
Richfield, Minnesota 55423

Dear Sirs/Madams:

We have audited the financial statements of Begt®at, Inc. and subsidiaries (the “Company”) adaich 3, 2007 and February, 25, 2006,
and for each of the years ended March 3, 2007 abduiry 25, 2006, included in your Annual Reporfonm 10-K to the Securities and
Exchange Commission and have issued our repogdheatated April 25, 2007, which expresses an uifgacabpinion and includes an
explanatory paragraph concerning the adoption ate8tent of Financial Accounting Standard No. 1238Rpre-Based Paymeneffective
February 27, 2005. Note 1 to such financial statémeontains a description of your adoption duthyyear ended March 3, 2007, of a
change in the accounting for regular-way securdapgactions from the settlement date basis methtitkttrade date basis method. In our
judgment, such change is to an alternative accogiqtiinciple that is preferable under the circumeséss.

Yours truly,

Nelille § Toell e




BEST BUY CO., INC.

SUBSIDIARIES OF THE REGISTRANT AS OF 03/03/2007*

BBC Insurance Agency, Inc.
BBC Investment Cc
BBY Networks, Inc.
Best Buy Stores, L.P.(
Nichols Distribution, LLC
BestBuy.com, LLC
Best Buy Gov, LLC(2
Cluk-TIX, LLC
CultureRx, LLC
Best Buy Stores Puerto Rico LL
Best Buy Mobile
BBC Property Co
Best Buy Stores, L.F
Nichols Distribution, LLC
BestBuy.com, LLC
Best Buy Gov, LLC
Cluk-TIX, LLC
CultureRx, LLC
Best Buy Stores Puerto Rico LL
Best Buy Mobile
Best Buy Enterprise Services, It
BBCAN Financial Services, L.
Best Buy Canada Lt
6349021 Canada Lt
Howell & Associates, Inc
Siberra Corp
FutureGard Reinsurance Lt
Best Buy Holdings B.V
Best Buy China Ltd
Best Buy Purchasing, LLC(:
BBY Business to Business, UL
GeekSquad Europe, Lt
Best Buy China Holdings, Lt
Best Buy Shanghai, Lt
Jiangsu Five Star Capital Lt
Jiangsu Five Star Investment L
Pacific Sales Kitchen and Bath Centers,
Magnolia H-Fi, Inc.(4)
Redline Entertainment, In
vpr Matrix, Inc.
vpr Matrix (Bermuda) Limitec
vpr Matrix (Hong Kong) Limitec
vpr Matrix (Canada) Compar
vpr Matrix B.V.
BBY Holdings International, Inc
vpr Matrix (Hong Kong) Limitec
vpr Matrix (Canada) Compar
vpr Matrix B.V.
CP Gal Ritchfield, LLC
Best Buy Finance, In
BBY (Mauritius I) Ltd.

State or Province of Formation

Exhibit No. 21.1

Minnesota

Nevadas

Minnesota

Virginia

Minnesota

Delaware

Delaware

Minnesota
Minnesota

Puerto Ricc
Delaware

Minnesota

Virginia

Minnesota

Delaware

Delaware

Minnesota
Minnesota

Puerto Ricc
Delaware

Minnesota

Alberta

Canada (Federal Corporatic
Canada (Federal Corporatic
Ontario

Canada (Federal Corporatic
Turks & Caicos Island
Netherland:
Bermuda

Minnesota

Nova Scotie

United Kingdom
Republic of Mauritius
Peopl¢s Republic of China (Corporatio
Republic of Mauritius
Republic of Mauritius
California
Washingtor
Minnesota
Minnesota

Bermuda

Hong Kong

Nova Scotie
Netherland:
Minnesota

Hong Kong

Nova Scotic
Netherland:
Delaware

Minnesota

Republic of Mauritius




BBY (Mauritius II) Ltd. Republic of Mauritius

Best Buy Chine Peopl’s Republic of China (Business Tru
BBY (Mauritius III) Ltd. Republic of Mauritius
Best Buy (AsiaPacific) Limite: Peopl’s Republic of China (Corporatio
Five Star Trus Peopl¢s Republic of China (Business Tru
Best Buy Jiangsu Lt Republic of Mauritius
Jiangsu Five Star Appliance Co., L Peopl¢s Republic of China (Corporatio
CCL Insurance Compar Vermont
* Indirect subsidiaries are indicatgdindentation.

Also doing business as:

(1) Geek Squad, Audiovisions, Xtreme Value ElectronBtsidio D of Naperville, Escape Powered by Best,Bf§ Turn, Magnolia
Home Theater, FutureShop

(2) Best Buy Blue, BBC Gov

(3) Dynex

(4) Magnolia Home Theater, Magnolia Audio Video




Exhibit No. 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-83562 on Form S-3,Mnd333-49371, 333-80967, 333-
39531, 333-39533, 333-61897, 33-54871, 333-46228,56146, 333-108033, 333-119472, and 333-1374800m S8, of our reports date
April 25, 2007, with respect to the consolidatathficial statements and financial statement schedBest Buy Co., Inc., and subsidiaries
(which report expressed an unqualified opinion metlded an explanatory paragraph relating to tam@any’s change, effective February
27, 2005, in its method of accounting for sharesbgsayments) and management’s report on effectbgenkinternal control over financial
reporting, appearing in this Annual Report on FArK of Best Buy Co., Inc. for the year ended MaB¢l2007.

Nelelle § Tomell e

Minneapolis, Minnesota
April 25, 2007




Exhibit No. 23.2
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement on Form S-3 pertainindnéo2.25% Convertible Subordinated
Debentures due January 15, 2022 (No. 333-8356&)inatihe Registration Statements on Form S-8 penigito the Deferred Compensation
Plan (Nos. 333-49371 and 333-80967); the 1997 RiretNon-Qualified Stock Option Plan (No. 333-39%3he 1997 Employee Non-
Qualified Stock Option Plan (Nos. 333-39533 and-83897); the 1994 Full-Time Employee Non-Qualifiéck Option Plan (No. 33-
54871); the 2000 Restricted Stock Award Plan (NB2-36228); The Assumed Musicland 1988 Stock Og#itam, The Assumed Musicland
1992 Stock Option Plan, The Assumed Musicland 19@¢k Option Plan, and the Assumed Musicland 1968kSncentive Plan
(collectively, No. 333-56146); the 2003 EmployeecktPurchase Plan (No. 333-108033); the 2004 Orsriltack and Incentive Plan

(No. 333-119472); and the Best Buy Retirement Sg/iPlan (No. 333-137483), of our report dated Mag®5, with respect to the fiscal
2005 consolidated financial statements and schedBest Buy Co., Inc., included in this Annual Rep(Form 10-K) for the year ended

é/woﬂtv‘ MLLP

Minneapolis, Minnesota
April 25, 2007




Exhibit No. 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.

2.

| have reviewed this Annual Report on Form 10-KBekt Buy Co., Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgritie period in which this report is being prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluati
and

d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: May 2, 2007 /sl Bradbury H. Anderso

Bradbury H. Anderso
Vice Chairmar
and Chief Executive Offict




Exhibit No. 31.Z

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, Darren R. Jackson, certify that:

1.

2.

| have reviewed this Annual Report on Form 10-KBekt Buy Co., Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgritie period in which this report is being prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about
the effectivenesef the disclosure controls and procedures, aseoétid of the period covered by this report basesuah evaluatior
and

d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: May 2, 2007 /s/ Darren R. Jacksc

Darren R. Jacksc
Executive Vice Preside— Finance
and Chief Financial Office




Exhibit No. 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@6 §9the Sarbanes-Oxley Act of 2002), |, the usidgred Vice Chairman and Chief
Executive Officer of Best Buy Co., Inc. (the “Conmyd), hereby certify that the Annual Report on FatrK of the Company for the fiscal
year ended March 3, 2007 (t“Report”), fully complies with the requirements séction 13(a) or 15(d) of the Securities Exchangeok
1934, as amended, and that information containéaeirReport fairly presents, in all material respethe financial condition and results of
operations of the Company.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon request.

Date: May 2, 2007 /sl Bradbury H. Anderso
Bradbury H. Anderso
Vice Chairman
and Chief Executive Offict




Exhibit No. 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@6 §8the Sarbanes-Oxley Act of 2002), |, the usidgred Executive Vice President —
Finance and Chief Financial Officer of Best Buy Gnc. (the “Company”), hereby certify that the Arah Report on Form 10-K of the
Company for the fiscal year ended March 3, 200& {Eeport”), fully complies with the requirementissection 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, atdrtformation contained in the Report fairly pretse in all material respects, the finan
condition and results of operations of the Company.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosionior its staff upon request.

Date: May 2, 2007 /sl Darren R. Jacksc
Darren R. Jacksc
Executive Vice Preside— Finance
and Chief Financial Office




