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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
   

WASHINGTON, D.C.  20549  
   
   
   

FORM 8-K  
   
   
   

Current Report  
   
   
   

Pursuant to Section 13 or 15(d) of  
the Securities Exchange Act of 1934  

   
   
   
   
   

Date of Report (Date of earliest event reported): April 1, 2003  
   

Best Buy Co., Inc.  
(Exact name of registrant as specified in its charter)  

   

   
   

   

   
   

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

N/A  
(Former name or former address, if changed since last report.)  

   

   

 

Minnesota  
(State or other jurisdiction of incorporation)  

1-9595  
   

41-0907483  
(Commission File Number)  

   

(IRS Employer Identification No.)  
         

7601 Penn Avenue South  
   

   

Richfield, Minnesota  
   

55423  
(Address of principal executive offices)  

   

(Zip Code)  



   
ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS.  
   
(c) Exhibits  
   
The following are filed as Exhibits to this Report.  
   

   
ITEM 9. REGULATION FD DISCLOSURE (including Item 12 , “Disclosure of Results of Operations and Financial Condition”).  
   
Pursuant to Item 12 of Form 8-K, “Disclosure of Results of Operations and Financial Condition,” Best Buy Co., Inc.’s press release, issued on 
April 1, 2003,  disclosing material nonpublic information regarding the registrant’s results of operations for the quarter and fiscal year ended 
March 1, 2003, and a transcript of the related conference call held April 1, 2003, with analysts, institutional investors and news media, is 
furnished herewith. The Revised Consolidated Condensed Balance Sheets reflect a classification adjustment between continuing operations and 
discontinued operations.  
   
The press release issued April 1, 2003, the Revised Consolidated Condensed Balance Sheets and the related conference call transcript are filed as 
Exhibit Nos. 99.1, 99.2 and 99.3, respectively, to this Report.  Best Buy Co., Inc.’s Annual Report to Shareholders and its reports on Forms 10-
K, 10-Q and 8-K and other publicly available information should be consulted for other important information about the registrant.  
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Exhibit No.  
   

Description of Exhibit  
99.1  

   

Press release issued April 1, 2003.  Any internet addresses provided in this release are for information purposes only and 
are not intended to be hyperlinks.  Accordingly, no information in any of these internet addresses is included herein.  

99.2  
   

Revised Consolidated Condensed Balance Sheets.  
99.3  

   

Transcript of conference call held April 1, 2003, with analysts, institutional investors and news media.  



   
SIGNATURE  

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

(Registrant)  
      
Date: April 7, 2003  By:  /s/ Bruce H. Besanko  
   

Bruce H. Besanko  
   Vice President — Finance, Planning and Performance 

Management  



Exhibit 99.1 
For Immediate Release 

   

  
Best Buy Reports 4 th Quarter Earnings from Continuing Operations of  

$378 Million, or $1.16 Per Diluted Share  
Company FY03 earnings from continuing operations is $622 million, or $1.91 per diluted share; expense control contributes to improved 

performance in slow economy  
   

   

Note: Quarterly data and last year’s as adjusted data are unaudited. All periods presented reflect the classification of Musicland’s financial 
results as discontinued operations.  
   

(1)      Financial data for the quarter ended 3/1/03 reflects the newly adopted accounting principle EITF No. 02-16, Accounting by a Customer 
(Including a Reseller) for Certain Consideration Received from a Vendor .  

(2)      As adjusted information conforms the accounting for vendor allowances to the fiscal 2003 method.  
(3)      Includes revenue at stores and Internet sites operating for at least 14 full months, as well as remodeled and expanded locations. 

Relocated stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores 
are included in the comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of 
acquisition. The calculation of the Comparable Store Sales Change excludes Musicland revenue, which is included in discontinued 
operations.  

   
MINNEAPOLIS, April 1, 2003 — Best Buy Co., Inc. (NYSE: BBY) today reported record earnings from continuing operations of $378 million, 
or $1.16 per diluted share, for the quarter ended March 1, 2003, compared with as-adjusted earnings from continuing operations of $336 million, 
or $1.04 per diluted share, for the quarter ended March 2, 2002. The as-adjusted information for fiscal 2002 conforms the accounting for vendor 
allowances to the fiscal 2003 method. The Company also reported net earnings for the fourth quarter of $311 million, or $0.96 per diluted share, 
which includes $67 million in losses from discontinued operations. The Company previously reported on  
   

 

  
   

Contacts:  
Media contact: Lisa Hawks, Director of Public Relations,  
612-291-6150 or lisa.hawks@bestbuy.com  

Investor contacts: Jennifer Driscoll, VP of IR,  
612-291-6110 or jennifer.driscoll@bestbuy.com  
or Shannon Burns, Senior Investor Relations Manager,  
612-291-6126 or shannon.burns@bestbuy.com  

      

Fourth Quarter  
   

Performance Summary  
($ in millions, except per share amounts)  

   

Ended  
3/1/03(1)  

   

Ended 3/2/02  
As adjusted(2)  

   

Ended  
3/2/02  

   

Revenue  
   

$ 6,989 
   $ 6,295 

   $ 6,295 
   

Comparable store sales % change(3)  
   

1.2 %  4.5 %  4.5 % 
Gross profit as % of revenue  

   

25.1 %  25.3 %  21.8 % 
SG&A expenses as % of revenue  

   

16.3 %  16.7 %  13.8 % 
Operating income as % of revenue  

   

8.7 %  8.6 %  8.0 % 
Diluted EPS - continuing operations  

   

$ 1.16 
   $ 1.04 

   $ 0.97 
   

Diluted EPS  
   

$ 0.96 
   $ 1.16 

   $ 1.08 
   



   
March 31, 2003, that it is actively marketing the Musicland businesses and has adopted new accounting guidance for vendor allowances (EITF 
No. 02-16).  
                “The fourth quarter was difficult for many retailers, including Best Buy,” said Brad Anderson, chief executive officer of Best Buy Co., 
Inc. “Yet I am pleased that while we saw a competitive environment that was much more vigorous than in the prior year, we navigated it 
successfully to gain market share without sacrificing profitability. We also increased income from continuing operations at a 13-percent rate 
compared with fiscal 2002 on an as-adjusted basis. In addition, without the accounting classification of Musicland as a discontinued operation, 
the Musicland fixed asset impairment charge announced on March 6, and the change in accounting for vendor allowances, we would have 
reported net earnings of $1.10 per share for the fourth quarter, which was the high end of our previous guidance.”  
                Revenue for the fourth quarter, excluding revenue from discontinued operations, increased 11 percent to $7.0 billion from $6.3 billion 
a year ago. The revenue increase reflected the addition of 67 U.S. Best Buy stores in the past year, which brought the total to 548 stores, and six 
new Magnolia Hi-Fi stores, as well as the opening of eight Best Buy Canada stores and nine Future Shop stores. Comparable store sales from 
continuing operations rose 1.2 percent, on top of an increase of 4.5 percent the prior year.  
                Unless otherwise noted, the following discussion relates only to the results from continuing operations, and the comparisons are to 
fiscal 2002 results on an as-adjusted basis. The gross profit rate for the Company was 25.1 percent of revenue in the quarter, compared with last 
year’s fourth-quarter rate of 25.3 percent. The reduction reflected a more promotional environment, but was more modest than expected because 
of consumers’ interest in higher-margin digital products as well as software, services and accessories.  
                The selling, general and administrative expense rate was 16.3 percent of revenue for the quarter versus a rate of 16.7 percent of 
revenue in the fourth quarter of fiscal 2002. The largest expense savings were derived from reductions in administrative costs, lower incentive 
compensation and field office reductions. The improvement in the expense rate was supported by efficiency initiatives launched last fall when 
consumer spending began to slow. The expense rate reduction was offset in part by the deleveraging impact of modest comparable store sales 
gains and investments to support strategic growth initiatives, including investments in technology.  

The changes in the gross profit rate and SG&A rate also reflect the impact of adopting Emerging Issues Task Force (EITF) Issue No. 
02-16, Accounting by a Customer (Including a Reseller) for Certain Consideration Received from a Vendor . Under the new method, vendor 
allowances are generally considered a reduction in the price of a vendor’s product and recognized as a reduction in cost of goods sold. The fiscal 
2002 as-adjusted rates for gross profit, SG&A and operating income are presented to conform to the fiscal 2003 presentation in order to enhance 
comparability.  

Total operating income was 8.7 percent of revenue for the quarter, compared with last year’s as-adjusted fourth-quarter rate of 8.6 
percent. This improvement reflected the Company’s ability to control spending and to navigate successfully in a more promotional environment.  
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Net interest income was $5 million in the fourth quarter compared with net interest income of $7 million for the same period last year 
on an as-adjusted basis. The decrease in net interest income was due mainly to lower yields on cash investments. At year-end, the Company had 
cash balances of $1.9 billion, as the Company maintained its strong liquidity position during this period of economic and political uncertainty.  

   

   

Note: As-adjusted data is unaudited. All periods presented reflect the classification of Musicland’s financial results as discontinued operations.  
   
(1) Financial data for the fiscal year ended 3/1/03 reflects the newly adopted accounting principle EITF No. 02-16, Accounting by a Customer 
(Including a Reseller) for Certain Consideration Received from a Vendor .  
(2) As adjusted information conforms the accounting for vendor allowances to the fiscal 2003 method.  As adjusted information for the fiscal 
year ended 3/2/02 is reflected as if Future Shop had been acquired at the beginning of fiscal 2002.  
(3) Includes revenue at stores and Internet sites operating for at least 14 full months, as well as remodeled and expanded locations. Relocated 
stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores are included in the 
comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of acquisition. The calculation 
of the Comparable Store Sales Change excludes Musicland revenue, which is included in discontinued operations.  
   
                For the fiscal year, the Company’s revenue from continuing operations rose 18 percent before adjustments to $20.9 billion. The growth 
was driven by the addition of new stores, the inclusion of Future Shop for a full year in fiscal 2003, and a modest comparable store sales gain. 
Comparable store sales rose 2.4 percent as gains in sales of digital TVs, digital cameras, DVD movies and video gaming offset declining sales of 
desktop computers, prerecorded music and appliances. Robust growth in the Company’s revenue from Internet sites also contributed to the 
increase.  

Unless otherwise noted, the following discussion relates only to the results from continuing operations, and comparisons are with fiscal 
2002 results as adjusted. The gross profit margin rate in the fiscal year increased slightly as a percentage of revenue; improvements related to 
selling a more profitable mix of products were partially offset by a more promotional environment. The SG&A expense rate in fiscal 2003 
increased as a percentage of revenue to 20.2 percent from 20.0 percent. The increase resulted from the deleveraging impact of modest 
comparable store sales gains and costs associated with launching the Best Buy brand in Canada, offset in part by savings from the cost 
reductions initiated in the second half of the year. Total Company operating income declined to 4.8 percent of revenue, compared with 4.9 
percent in the prior fiscal year, reflecting the SG&A rate changes. Earnings per diluted share from continuing operations increased 9 percent to 
$1.91 in fiscal 2003, compared to $1.75 in fiscal 2002. Net earnings per diluted share totaled 30 cents, compared with the prior year’s as-
adjusted net earnings per share of $1.75, as the deteriorating performance of the Musicland subsidiary negatively affected the Company’s overall 
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Fiscal Year  
   

Performance Summary  
($ in millions, except per share amounts)  

   

Ended  
3/1/03(1)  

   

Ended 3/2/02  
As adjusted(2)  

   

Ended  
3/2/02  

   

Revenue  
   

$ 20,946 
   $ 18,506 

   $ 17,711 
   

Comparable store sales % change(3)  
   

2.4 %  N/A 
   1.9 % 

Gross profit as % of revenue  
   

25.0 %  24.9 %  21.3 % 
SG&A expenses as % of revenue  

   

20.2 %  20.0 %  16.2 % 
Operating income as % of revenue  

   

4.8 %  4.9 %  5.1 % 
Diluted EPS - continuing operations  

   

$ 1.91 
   $ 1.75 

   $ 1.77 
   

Diluted EPS  
   

$ 0.30 
   $ 1.75 

   $ 1.77 
   



   
performance. The decline in fiscal 2003 results was primarily the result of a $441 million ($1.36 per diluted share) loss from discontinued 
operations, which includes significant non-cash charges detailed in the discussion of discontinued operations in the Company’s news release 
dated March 31, 2003.  

The Company reported that capital expenditures — including new stores, the Company’s new corporate campus and technology 
investments — totaled approximately $710 million from continuing operations in fiscal 2003, as the Company focused on investments with the 
highest returns. Interest income for the year totaled $4 million, reflecting lower interest rates on cash investments and interest expense associated 
with convertible debentures issued during fiscal 2002. Depreciation and amortization increased to $310 million, reflecting prior investments in 
new stores and technology to boost productivity. The Company’s tax rate from continuing operations increased to 38.7 percent for the year 
versus the prior year as-adjusted rate of 38.4 percent.  
   
Company Expects Earnings from Continuing Operations to Grow 14-16% in Fiscal 2004  

Best Buy provided guidance on its expectations from continuing operations for fiscal 2004. It expects comparable store sales gains in 
the low single digits and new store openings to drive a fiscal 2004 revenue increase of 11-13 percent. This growth expectation would produce 
approximately $23.5 billion in revenue from continuing operations. The Company expects modest improvement in its operating margin rate, as 
additional measures to boost efficiency are implemented. Net interest expense is estimated at $10 million, and the tax rate is projected to be 38.3 
percent. The Company did not provide guidance on the results of discontinued operations for the year because of uncertainty regarding the 
timing of the sale of Musicland. The Company currently expects capital expenditures of approximately $700 million in fiscal 2004, including the 
opening of approximately 80 consumer electronics stores and investments in technology that are expected to improve its e-commerce business as 
well as enable real-time inventory.  

For the first quarter the Company expects a decline in comparable store sales in the low single digits as a result of geo-political 
concerns, the uncertain consumer environment and a difficult comparison against a comparable store sales gain of 6.5 percent in the first quarter 
of fiscal 2003. The company looks for earnings per share from continuing operations of $0.14 to $0.20, compared to adjusted earnings per share 
from continuing operations of $0.24 in the first quarter of fiscal 2003. The anticipated earnings decline results from the SG&A deleverage 
experienced as comparable store sales decline in a seasonally smaller quarter. In addition, the first quarter includes the costs of the move to the 
new corporate headquarters. Musicland, which is accounted for as a discontinued operation, is expected to record a loss of approximately $25 
million after tax in the first quarter of fiscal 2004.  

Darren Jackson, executive vice president and chief financial officer, said, “The first quarter will be challenging, given the trends we are 
seeing in the business. In light of the outbreak of war, related geo-political uneasiness and very weak consumer confidence (factors that are 
impacting sales in both domestic and international markets), it is difficult to forecast first-quarter earnings from continuing operations with 
confidence. This difficulty is compounded by the fact that revenue  
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in the first quarter is seasonally lower, and therefore our results are more sensitive to changes in comparable store sales.”  

Jackson continued, “Because of the ‘CNN effect,’ where people stay at home watching television instead of shopping, our comparable 
store sales in March have declined approximately 3 percent. While our comparisons in the balance of the quarter are easier, we expect a year-
over-year earnings decrease for the first quarter. Fortunately, the gross profit rate is holding as we continue to sell more digital products.  

 “I believe our expectations of an increase of earnings from continuing operations of 14-16 percent in fiscal 2004 can be achieved, 
assuming the war comes to a swift conclusion and consumer confidence reverses its downward trend. I will update investors on our earnings 
guidance as customary in June, when we report second-quarter earnings, at which time we also will have an update on the timing and value of a 
potential sale of Musicland.”  
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Note: Quarterly and as adjusted data is unaudited. All periods presented reflect the classification of Musicland’s financial results as discontinued 
operations.  
   
(1) The domestic segment aggregates all operations (including Best Buy and Magnolia Hi-Fi operations) exclusive of international operations 
and discontinued operations.  
(2) Financial data for the quarter and fiscal year ended 3/1/03 reflects the newly adopted accounting principle EITF No. 02-16, Accounting by a 
Customer (Including a Reseller) for Certain Consideration Received from a Vendor .  
(3) As adjusted information conforms the accounting for vendor allowances to the fiscal 2003 method.  
(4) Includes revenue at stores and Internet sites operating for at least 14 full months, as well as remodeled and expanded locations. Relocated 
stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores are included in the 
comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of acquisition. The calculation 
of the Comparable Store Sales Change excludes Musicland revenue, which is included in discontinued operations.  
   

The domestic segment, which includes U.S. Best Buy and Magnolia Hi-Fi stores, increased revenue by 10 percent during the fourth quarter 
to $6.4 billion. The growth was primarily driven by the addition of new stores, most of which were located in markets where the Company 
already had a presence. In addition, the stores delivered modest comparable store sales gains, driven by sales of digital products, which continue 
to benefit from high consumer interest and low household penetration rates. Notebook computers, digital TVs, wireless devices, DVD movies 
and digital camcorders outperformed other product categories in fiscal 2003.  

The gross profit rate at domestic stores during the fourth quarter declined slightly as a percent of revenue on an as-adjusted basis, reflecting 
a more promotional environment and increased customer use of zero-percent financing. The SG&A rate declined by 0.4 percent of revenue on an 
as-adjusted basis, due to leverage of advertising and distribution costs against a larger base of stores and lower compensation expense from 
reductions in field staff and performance-based pay. Operating income at domestic stores grew to 9.2 percent of revenue, or $591 million.  

“Our core business hit a home run this holiday season,” said Al Lenzmeier, president and chief operating officer of Best Buy. “We achieved 
significant growth in revenue and reduced the SG&A expense rate, despite a difficult economy, lowered consumer confidence and geo-political 
concerns, and we gained market share in several important categories.”  
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Fourth Quarter  
   

($ in millions)  
   

Fiscal Year  
   

This year(2)  
   

Last year as 
adjusted(3)  

   

Last year  
   

Domestic Performance Summary(1)  
   

This year(2)  
   

Last year as 
adjusted(3)  

   

Last year  
   

$ 6,411 
   

$ 5,822 
   $ 5,822 

   Revenue  
   $ 19,303 

   $ 17,115 
   $ 17,115 

   
1.2 % 4.5 % 4.5 % Comparable store sales % change(4)  

   

2.4 % 1.9 % 1.9 % 
25.1 % 25.2 % 21.6 % Gross profit rate  

   25.0 % 24.9 % 21.2 % 
15.9 % 16.3 % 13.3 % SG&A expense rate  

   19.8 % 19.8 % 16.0 % 
$ 591 

   

$ 517 
   $ 484 

   Operating income  
   $ 1,002 

   $ 876 
   $ 886 

   
9.2 % 8.9 % 8.3 % Operating income rate  

   5.2 % 5.1 % 5.2 % 



   

   

Note: Quarterly and as adjusted data is unaudited.  
   
(1) The international segment aggregates Future Shop and Best Buy Canada operations.  
(2) Financial data for the quarter and fiscal year ended 3/1/03 reflects the newly adopted accounting principle EITF No. 02-16, Accounting by a 
Customer (Including a Reseller) for Certain Consideration Received from a Vendor .  
(3) As adjusted information conforms the accounting for vendor allowances to the fiscal 2003 method.  As adjusted information for the fiscal 
year ended 3/2/02 is reflected as if Future Shop had been acquired at the beginning of fiscal 2002.  
(4) Includes revenue at stores and Internet sites operating for at least 14 full months, as well as remodeled and expanded locations. Relocated 
stores are excluded from the comparable store sales calculation until at least 14 full months after reopening. Acquired stores are included in the 
comparable store sales calculation beginning with the first full quarter following the first anniversary of the date of acquisition.  
   

The international segment revenue increased by 22 percent during the fourth quarter to $578 million. The revenue growth was primarily 
driven by the addition of new stores. International comparable store sales, which currently include only Future Shop stores, rose 0.6 percent in 
the fourth quarter, reflecting strong sales of digital products, nearly offset by weak sales of desktop computers. The gross profit rate declined by 
0.7 percent of revenue on an as-adjusted basis, as a result of increased competition and slowing demand for consumer electronics products. The 
SG&A expense rate increased by 0.4 percent of revenue, reflecting costs associated with the launch of Best Buy stores and softer sales in 
Canada. The international segment had quarterly operating income of $21 million and contributed 3.5 cents per diluted share for the fourth 
quarter. The segment’s results for the fiscal year were at the low end of management’s most recent guidance and were neither accretive nor 
dilutive for the fiscal year.  
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Fourth Quarter  
   

($ in millions)  
   

Fiscal Year  
   

This year(2)  
   

Last year as 
adjusted(3)  

   

Last year  
   

International performance summary(1)  
   

This year
(2)  

   

Last year as 
adjusted(3)  

   

Last year  
   

$  578 
   

$ 473 
   $ 473 

   Revenue  
   $ 1,643 

   $ 1,391 
   $ 596 

   
0.6 % 16.5 % 16.5 % Comparable store sales % change(4)  

   

4.3 % 17.4 % N/A 
   

24.9 % 25.6 % 23.8 % Gross profit rate  
   25.0 % 25.0 % 23.4 % 

21.3 % 20.9 % 19.5 % SG&A expense rate  
   24.5 % 23.1 % 19.7 % 

$ 21 
   

$ 22 
   $ 20 

   Operating income  
   $ 8 

   $ 27 
   $ 22 

   
3.6 % 4.7 % 4.3 % Operating income rate  

   0.5 % 1.9 % 3.7 % 



   

   

Note: Quarterly and as adjusted data is unaudited.  
(1) Discontinued operations include the financial results of the Musicland subsidiary.  
(2) Financial data for the quarter and fiscal year ended 3/1/03 reflects the newly adopted accounting principle EITF No. 02-16, Accounting by a 
Customer (Including a Reseller) for Certain Consideration Received from a Vendor .  
(3) As adjusted information conforms the accounting for vendor allowances to the fiscal 2003 method.  
   

The Musicland subsidiary, whose results are reported as discontinued operations, generated fourth-quarter revenue of $585 million, a 
15-percent decline compared to the prior year, driven by a 13.3-percent decline in comparable store sales and the closing of 128 stores during the 
fourth quarter. These results, combined with a decline in the gross profit rate and an increase in the SG&A rate on an as-adjusted basis, resulted 
in operating income of $19 million in the fourth quarter. For the fiscal year, Musicland reported revenue of $1.7 billion, a decrease of 8 percent, 
as well as a comparable store sales decline of 8.3 percent. The mall-based retailer of movies, music and video gaming products generated a fiscal 
year operating loss, before non-cash charges, of $72 million, which was modestly better than management’s expectations. The Company 
yesterday reported that it is actively marketing the business with the intention to sell it in the next 12 months.  
                The Company will conduct a conference call for analysts, institutional investors and news media at 10 a.m. eastern time today. 
Individuals may access the live call via the Internet on the Company’s Web site at www.BestBuy.com by clicking on the “Investor Relations” 
link. Following the live event, the call will be posted on the Audio Archive page of Best Buy’s web site and may be accessed at any time. The 
transcript of the call will be posted on the same page. Best Buy’s quarterly financial results and news releases can be found on the Internet at the 
Company’s web site, www.BestBuy.com, or accessed via Business Wire’s Web site at www.businesswire.com.  
                The Company is expected to announce its first-quarter sales on June 5, 2003, and its first-quarter earnings on June 18, 2003.  
   
                Statements made in this news release, other than those concerning historical financial information, should be considered forward-
looking and subject to various risks and uncertainties. Such forward-looking statements are based on management’s beliefs and assumptions 
regarding information currently available, and are made pursuant to the “safe harbor” provisions of Section 27A of the Securities Act of 1933, as 
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The Company’s actual results could differ materially from those 
expressed in the forward-looking statements. Factors that could cause results to vary include, among others, those expressed in the Company’s 
filings with the Securities and Exchange Commission.  
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Fourth Quarter  
   

($ in millions)  
   

Fiscal Year  
   

This year(2)  
   

Last year as 
adjusted(3)  

   

Discontinued operations performance summary(1)  
   

This year(2)  
   

Last year as 
adjusted(3)  

   

$  585 
   

$ 685 
   Revenue  

   

$ 1,727 
   $ 1,886 

   
19 

   

72 
   Operating income (loss) before impairment  

   

(72 ) 31 
   

(166 ) — 
   SFAS No. 144 Non-cash Impairment charge  

   

(166 ) — 
   

(147 ) 72 
   Operating income (loss)  

   

(238 ) 31 
   

(67 ) 39 
   Earnings (loss) before cumulative effect of accounting changes, net of tax  

   

(125 ) — 
   

— 
   

— 
   Cumulative effect of changes in accounting, net of tax  

   

(316 ) — 
   

$ (67 ) $ 39 
   Earnings (loss) from discontinued operations, net of tax  

   

$ (441 ) $ — 
   



   
The Company has no obligation to publicly update or revise any of the forward-looking statements that may be in this news release.  
   
About Best Buy Co., Inc.  

Minneapolis-based Best Buy Co., Inc. is North America’s leading specialty retailer of consumer electronics, personal computers, 
entertainment software and appliances. The Company’s subsidiaries operate retail stores and/or web sites under the names: Best Buy 
(BestBuy.com), Future Shop (FutureShop.ca), Geek Squad (GeekSquad.com), Magnolia Hi-Fi (MagnoliaHiFi.com), Media Play 
(MediaPlay.com), Sam Goody (SamGoody.com) and Suncoast (Suncoast.com). The Company’s subsidiaries reach consumers through nearly 
1,900 retail stores in the United States, Canada, Puerto Rico and the U.S. Virgin Islands.  
   

•           Consolidated Statements Follow —  
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BEST BUY CO., INC.  
CONSOLIDATED STATEMENTS OF EARNINGS  

($ in millions, except per share amounts)  
   

   

Note: Quarterly data and last year as-adjusted data are unaudited. All periods presented reflect the classification of Musicland’s financial results 
as discontinued operations.  
(1) As adjusted information for the fourth quarter of fiscal 2002 conforms the accounting for vendor allowances to the fiscal 2003 method.  
(2) As adjusted information reflects the combined results of operations of Best Buy, Magnolia Hi-Fi, Musicland and Future Shop. Future Shop 
was acquired on Nov. 4, 2001. Its results of operations are presented as if Future Shop had been acquired at the beginning of fiscal 2002 and do 
not include amortization of goodwill.  As adjusted information conforms the accounting for vendor allowances to the 2003 method.  
(3) Goodwill impairment charge, net of tax, related to the Magnolia Hi-Fi business, resulting from the adoption of SFAS No. 142 , Goodwill and 
Other Intangibles, effective on March 3, 2002.  
(4) Cumulative effect of a change in accounting principle resulting from the adoption of EITF No. 02-16, Accounting by a Customer (Including a 
Reseller) for Certain Consideration Received from a Vendor .  

   

 

      

FOURTH QUARTER  
   

FISCAL YEAR  
   

            

Last year  
               

Last year  
         

      

This year  
   

as adjusted(1)  
   

Last year  
   

This year  
   

as adjusted(2)  
   

Last year  
   

Revenue  
   

$ 6,989 
   $ 6,295 

   $ 6,295 
   $ 20,946 

   $ 18,506 
   $ 17,711 

   
Cost of goods sold  

   

5,236 
   4,705 

   4,924 
   15,710 

   13,895 
   13,941 

   
Gross profit  

   

1,753 
   1,590 

   1,371 
   5,236 

   4,611 
   3,770 

   
Gross Profit %  

   

25.1 % 25.3 % 21.8 % 25.0 % 24.9 % 21.3 % 
Selling, general & admin. expenses  

   

1,141 
   1,051 

   867 
   4,226 

   3,708 
   2,862 

   
SG&A %  

   

16.3 % 16.7 % 13.8 % 20.2 % 20.0 % 16.2 % 
Operating income  

   

612 
   539 

   504 
   1,010 

   903 
   908 

   
Net interest income  

   

5 
   7 

   7 
   4 

   12 
   18 

   
Earnings from continuing operations before 

income tax expense  
   

617 
   

546 
   

511 
   

1,014 
   

915 
   

926 
   

Income tax expense  
   

239 
   210 

   196 
   392 

   351 
   356 

   
Effective tax rate  

   

38.7 % 38.4 % 38.4 % 38.7 % 38.4 % 38.4 % 
Earnings from continuing operations  

   

378 
   336 

   315 
   622 

   564 
   570 

   
(Loss) earnings from discontinued operations, net 

of tax  
   

(67 )  39 
   

35 
   

(441 )  — 
   

— 
   

Cumulative effect of changes in accounting 
principles  

                                       

Goodwill impairment, net of $24 tax(3)  
   

— 
   — 

   — 
   (40 )  — 

   — 
   

Vendor allowances, net of $26 tax(4)  
   

— 
   — 

   — 
   (42 )  — 

   — 
   

Net earnings  
   

$ 311 
   $ 375 

   $ 350 
   $ 99 

   $ 564 
   $ 570 

   
Basic earnings (loss) per share:  

                                       
Continuing operations  

   

$ 1.17 
   $ 1.06 

   $ 0.99 
   $ 1.93 

   $ 1.78 
   $ 1.80 

   
Discontinued operations  

   

(0.21 )  0.12 
   0.11 

   (1.37 )  — 
   — 

   
Cumulative effect of accounting changes  

   

— 
   — 

   — 
   (0.25 )  — 

   — 
   

Basic earnings per share  
   

$ 0.97 
   $ 1.18 

   $ 1.10 
   $ 0.31 

   $ 1.78 
   $ 1.80 

   
Diluted earnings (loss) per share:  

                                       
Continuing operations  

   

$ 1.16 
   $ 1.04 

   $ 0.97 
   $ 1.91 

   $ 1.75 
   $ 1.77 

   
Discontinued operations  

   

(0.21 )  0.12 
   0.11 

   (1.36 )  — 
   — 

   
Cumulative effect of accounting changes  

   

— 
   — 

   — 
   (0.25 )  — 

   — 
   

Diluted earnings per share  
   

$ 0.96 
   $ 1.16 

   $ 1.08 
   $ 0.30 

   $ 1.75 
   $ 1.77 

   
Weighted number of shares (in millions)  

                                       
Basic  

   

321.7 
   318.3 

   318.3 
   321.1 

   316.0 
   316.0 

   
Diluted  

   

324.4 
   325.0 

   325.0 
   324.8 

   322.5 
   322.5 

   



   
BEST BUY CO., INC.  

CONSOLIDATED CONDENSED BALANCE SHEETS  
($ in millions)  
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Mar. 1,  
   

Mar. 2,  
   

      

2003  
   

2002  
   

ASSETS  
               

Current assets  
               

Cash & cash equivalents  
   

$ 1,914 
   $ 1,861 

   
Receivables  

   

312 
   221 

   
Recoverable costs from developed properties  

   

10 
   79 

   
Merchandise inventories  

   

2,046 
   1,875 

   
Other current assets  

   

271 
   116 

   
Current assets of discontinued operations  

   

516 
   448 

   
Total current assets  

   

5,069 
   4,600 

   
                

Net property & equipment  
   

2,062 
   1,661 

   
                

Goodwill and intangible asset, net  
   

462 
   465 

   
                

Other assets  
   

114 
   80 

   
                

Non-current assets of discontinued operations  
   

157 
   561 

   
                

TOTAL ASSETS  
   

$ 7,864 
   $ 7,367 

   
                
LIABILITIES & SHAREHOLDERS ’  EQUITY  

               
Current liabilities  

               
Accounts payable  

   

$ 2,195 
   $ 2,202 

   
Accrued compensation  

   

174 
   174 

   
Accrued liabilities  

   

1,223 
   911 

   
Current liabilities of discontinued operations  

   

320 
   418 

   
Total current liabilities  

   

3,912 
   3,705 

   
                

Long-term liabilities  
   

369 
   312 

   
                

Long-term debt  
   

828 
   808 

   
                

Non-current liabilities of discontinued operations  
   

25 
   21 

   
                

Shareholders’  equity  
   

2,730 
   2,521 

   
                

TOTAL LIABILITIES & SHAREHOLDERS ’ EQUITY  
   

$ 7,864 
   

$ 7,367 
   



   
BEST BUY CO., INC.  

CONSOLIDATED STATEMENTS OF EARNINGS  
($ in millions, except per share amounts)  

(Unaudited)  

Fourth Quarter of Fiscal 2003  
   

   

Note: Certain totals may not add due to rounding  
(1) Non-cash impairment charge related to reassessment of the carrying value of Musicland’s long-lived assets in accordance with SFAS No. 144 
(2) Includes $25 million tax benefit resulting from the classification of the Musicland business as discontinued operations  
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As Previously 
Reported  

   

Discontinued 
Operations 

Effect  
   

Impact of Change 
in Vendor 
Allowance 
Accounting  

   

As Adjusted  
   

Revenue  
   

$ 7,574 
   $ (585 )  $ — 

   $ 6,989 
   

Cost of goods sold  
   

5,888 
   (409 )  (243 )  5,236 

   
Gross profit  

   

1,686 
   (176 )  243 

   1,753 
   

Gross profit %  
   

22.3 % (0.7 )pp  3.5 pp 
   25.1 % 

Selling, general & administrative expenses - before asset 
impairment charge  

   

1,105 
   

(162 )  198 
   

1,141 
   

SG&A % before asset impairment charge  
   

14.6 % (1.2 )pp  2.9 pp 
   16.3 % 

Asset impairment charge(1)  
   

166 
   (166 )  — 

   — 
   

Operating income  
   

415 
   152 

   45 
   612 

   
Net interest income  

   

2 
   3 

   — 
   5 

   
Earnings from continuing operations before income tax expense  

   

417 
   155 

   45 
   617 

   
Income tax expense  

   

162 
   60 

   17 
   239 

   
Effective tax rate  

   

38.7 % 
            38.7 % 

Earnings from continuing operations  
   

255 
   95 

   28 
   378 

   
Loss from discontinued operations, net of tax(2)  

   

— 
   (70 )  3 

   (67 )  
Cumulative effect of change in accounting principles:  

                           

Goodwill impairment, net of tax  
   

— 
   — 

   — 
   — 

   
Vendor allowances, net of tax  

   

— 
   — 

   — 
   — 

   
Net earnings  

   

$ 255 
   $ 25 

   $  31 
   $ 311 

   
Diluted earnings (loss) per share:  

                           
Continuing operations (before impairment)  

   

$ 1.10 
   $ (0.02 )  $  0.08 

   $ 1.16 
   

Asset impairment charge  
   

(0.31 )  0.31 
   — 

   — 
   

Continuing operations  
   

0.79 
   0.29 

   0.08 
   1.16 

   
Discontinued operations:  

                           
Operations  

   

— 
   0.02 

   0.01 
   0.03 

   
Accounting changes  

   

— 
   — 

   — 
   — 

   
Tax benefit from “held for sale”  assets(2)  

   

— 
   0.08 

         0.08 
   

Asset impairment charge  
   

— 
   (0.31 )  — 

   (0.31 )  
Discontinued operations  

   

— 
   (0.21 )  0.01 

   (0.21 )  
Cumulative effect of accounting changes  

   

— 
   — 

   — 
   — 

   
Diluted earnings per share  

   

$ 0.79 
   $ 0.08 

   $  0.09 
   $ 0.96 

   
Weighted number of shares (in millions)  

                           
Diluted  

   

324.4 
   324.4 

   324.4 
   324.4 

   



   
BEST BUY CO., INC.  

CONSOLIDATED STATEMENTS OF EARNINGS  
($ in millions, except per share amounts)  

Fiscal 2003  
   

   

Note: Certain totals may not add due to rounding  
(1) I ncludes actual results as previously reported for the first three quarters of fiscal 2003 and fourth quarter of fiscal 2003 financial results 
before adjustments  
(2) Non-cash impairment charge related to reassessment of the carrying value of Musicland’s long-lived assets in accordance with SFAS No. 144 
(3) Includes $25 million tax benefit resulting from the classification of the Musicland business as discontinued operations  
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Before Adjustments
(1)  

   

Discontinued 
Operations Effect  

   

Impact of Change 
in Vendor 
Allowance 
Accounting  

   

As Adjusted  
   

Revenue  
   

$ 22,673 
   $ (1,727 )  $ — 

   $ 20,946 
   

Cost of goods sold  
   

17,606 
   (1,178 )  (718 )  15,710 

   
Gross profit  

   

5,067 
   (549 )  718 

   5,236 
   

Gross profit %  
   

22.3 % (0.7 )pp  3.4 pp 
   25.0 % 

Selling, general & administrative expenses - before asset 
impairment charge  

   

4,129 
   

(624 )  721 
   

4,226 
   

SG&A % before asset impairment charge  
   

18.2 % (1.4 )pp  3.4 pp 
   20.2 % 

Asset impairment charge(2)  
   

166 
   (166 )  — 

   — 
   

Operating income (loss)  
   

772 
   241 

   (3 )  1,010 
   

Net interest (expense) income  
   

(2 )  6 
   — 

   4 
   

Earnings (loss) from continuing operations before income tax 
expense  

   

770 
   247 

   (3 )  1,014 
   

Income tax expense  
   

298 
   96 

   (2 )  392 
   

Effective tax rate  
   

38.7 % 
            38.7 % 

Earnings (loss) from continuing operations  
   

472 
   151 

   (1 )  622 
   

Loss from discontinued operations, net of tax(3)  
   

— 
   (434 )  (7 )  (441 )  

Cumulative effect of change in accounting principles:  
                           

Goodwill impairment, net of tax  
   

(348 )  308 
   — 

   (40 )  
Vendor allowances, net of tax  

   

— 
   — 

   (42 )  (42 )  
Net earnings (loss)  

   

$  124 
   $  25 

   $ (50 )  $ 99 
   

Diluted earnings (loss) per share:  
                           

Continuing operations (before impairment)  
   

$  1.77 
   $  0.15 

   $ (0.01 )  $ 1.91 
   

Asset impairment charge  
   

(0.31 )  0.31 
   — 

   — 
   

Continuing operations  
   

1.45 
   0.47 

   (0.01 )  1.91 
   

Discontinued operations:  
                           

Operations  
   

— 
   (0.15 )  0.01 

   (0.15 )  
Accounting changes  

   

— 
   (0.95 )  (0.03 )  (0.98 )  

Tax benefit from “held for sale”  assets(3)  
   

— 
   0.08 

   — 
   0.08 

   
Asset impairment charge  

   

— 
   (0.31 )  — 

   (0.31 )  
Discontinued operations  

   

— 
   (1.34 )  (0.02 )  (1.36 )  

Cumulative effect of accounting changes  
   

(1.07 )  0.95 
   (0.13 )  (0.25 )  

Diluted earnings (loss) per share  
   

$  0.38 
   $  0.08 

   $ (0.16 )  $ 0.30 
   

Weighted number of shares (in millions)  
                           

Diluted  
   

324.8 
   324.8 

   324.8 
   324.8 

   



Exhibit 99.2 
   

BEST BUY CO., INC.  
REVISED CONSOLIDATED CONDENSED BALANCE SHEETS  

($ in millions)  
   

   

   
   

Mar. 1,  
2003  

   

Mar. 2,  
2002  

   

ASSETS  
               

Current assets  
               

Cash & cash equivalents  
   

$ 1,914 
   $ 1,861 

   
Receivables  

   

312 
   221 

   
Recoverable costs from developed properties  

   

10 
   79 

   
Merchandise inventories  

   

2,046 
   1,875 

   
Other current assets  

   

188 
   116 

   
Current assets of discontinued operations  

   

397 
   448 

   
Total current assets  

   

4,867 
   4,600 

   
                

Net property & equipment  
   

2,062 
   1,661 

   
                
Goodwill and intangible asset, net  

   

462 
   465 

   
                
Other assets  

   

115 
   80 

   
                
Non-current assets of discontinued operations  

   

157 
   561 

   
                

TOTAL ASSETS  
   

$ 7,663 
   $ 7,367 

   
                
LIABILITIES & SHAREHOLDERS ’  EQUITY  

               
Current liabilities  

               
Accounts payable  

   

$ 2,195 
   $ 2,202 

   
Accrued compensation  

   

174 
   174 

   
Accrued liabilities  

   

1,104 
   911 

   
Current liabilities of discontinued operations  

   

320 
   418 

   
Total current liabilities  

   

3,793 
   3,705 

   
                

Long-term liabilities  
   

287 
   312 

   
                

Long-term debt  
   

828 
   808 

   
                

Non-current liabilities of discontinued operations  
   

25 
   21 

   
                

Shareholders’ equity  
   

2,730 
   2,521 

   
                

TOTAL LIABILITIES &  
SHAREHOLDERS’ EQUITY  

   

$ 7,663 
   

$ 7,367 
   

                



Exhibit 99.3 
  

C O R P O R A T E  P A R T I C I P A N T S   
 Jennifer Driscoll  
 Best Buy Co., Inc. - VP Investor Relations  

 Bradbury Anderson  
 Best Buy Co., Inc. - CEO  

 Allen Lenzmeier  
 Best Buy Co., Inc. - President and COO  

 Darren Jackson  
 Best Buy Co., Inc. - EVP Finance and CFO  

 Michael London  
 Best Buy Co., Inc. - EVP, General Merchandise Manager  

 Kevin Layden  
 Best Buy Co., Inc. - President Best Buy Canada  

   

   

P R E S E N T A T I O N   —  B E S T  B U Y ’ S  4  T H  Q U A R T E R / Y E A R E N D  F Y E 2 0 0 3  C O N F E R E N C E  C A L L  
—  A P R I L  1 ,  2 0 0 3  —  1 0 : 0 0  A . M .  E S T   
   

Operator  

  Ladies and gentlemen, thank you for standing by. Welcome to the Best Buy fourth quarter conference call for fiscal year 2003. At this time, all 
participants are in a listen-only mode. Later we will conduct a question-and-answer session. At that time, if you have a question, you will need to 
press 1, then 4 on your touch-tone phone. As a reminder, this call is being recorded for playback and will be available by noon, eastern time 
today. If you need assistance on the call, please press star 0 and an operator will assist you.  
   
I would now like to turn the conference call over to Ms. Jennifer Driscoll, Vice President of Investor Relations.  

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

  Thanks, Holly. Good morning, everyone. Thank you all for joining us today. I realize that these last two news releases have not been our 
shortest. Many of you have already invested a lot of time re-calibrating your earnings models for our changes in accounting. Thank you for your 
diligence and your patience. We will leave time at the end of the call for questions you might have as you work through all of this.  
   
With me are Brad Anderson, CEO, who will discuss our plans for Musicland subsidiary and then provide an overview of the company’s fourth 
quarter financial performance. Allen Lenzmeier, President and Chief Operating Officer who will report on our domestic and international 
segments. Darren Jackson, Executive Vice President and CFO, who will provide our financial outlook for the first quarter and fiscal year, and 
Darren also will elaborate on the accounting changes. Dick Schulze, our chairman, is participating via conference call. So is Kevin Layden, 
President of our international segment from Vancouver. Also with me in the room this morning and available for our Q&A session are Mike 
Keskey, President, Best Buy Retail Stores, Mike London, Executive Vice President, General Merchandise Manager, Susan Hoff, Senior Vice 
President and Chief Communications Officer, and Shannon Burns, Senior Investor Relations Manager.  
   
As always comments made by me or by others representing Best Buy may contain forward-looking statements which are subject to risk and 
uncertainties. Our SEC filings contain additional information about factors that could cause actual results to differ from management’s 
expectations. I would like to  

   

 



   
remind all of our participants that the media are participating in this call in a listen-only mode. Also, in case you miss a portion of this call, let 
me give you the replay instructions. Simply dial 973-341-3080 and enter the personal identification number of 3828287.  With that, I will turn 
the call over to Brad Anderson, our CEO, who will give his comments on Musicland and our quarter.  

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

  Thank you, Jennifer.  Good morning, everyone.  
   
I’m pleased to be reporting such strong results this morning from continuing operations. We reported fourth quarter earnings for continuing 
operations of $378 million. These results equal $1.16 per diluted share. After you adjust for discontinued operations and the changes in 
accounting, we finished at the high end of the range we previously communicated, $1.10 per diluted share. As you read in yesterday’s news 
release after a thorough analysis of multiple options for Musicland we have determined that the interests of our shareholders, employees, vendors 
and landlords can be best served if we put the subsidiary up for sale. We have retained a national investment banking firm to identify potential 
buyers and actively market Musicland. Our analysis of Musicland and the trend of the business indicate this business is not meeting our financial 
expectations, and we plan to update you in June on the progess of selling Media Play, Sam Goody rural, mall-based Sam Goody and Suncoast. 
This decision was not taken lightly. It was the culmination of several months of work beginning last winter when the business began to suffer 
considerably. Our board of directors played an active role in the decision. We considered a myriad of alternatives. For example, we considered 
integrating Musicland. However based on a practical assessment in the trends of music retailing, mall traffic, price competition and historical 
performance we arrived at a unanimous decision that the best way to maximize the value of Musicland was through the sale of the business. 
While this new direction will not reverse the losses from our Musicland subsidiary in the short term, I am confident that this direction is the best 
among our alternatives for the longer term. Moreover, I am anxious to return our attention to a more rewarding endeavor, increasing the 
profitability of our core growth engines, our consumer electronic stores.  
   
As we look back our analysis suggests a number of things. It is clear that several assumptions we made in purchasing Musicland proved to be 
incorrect. First, we were not successful in selling digital products, even at Best Buy prices because of the negative price halo. In other words we 
were fighting consumers’ perceptions that Sam Goody prices were not competitive. Second, we did not expect such steep declines of CD sales 
and mall traffic. Third, we reduced our CD assortment, which we had done at Best Buy stores three years ago and saw an increase in music 
business and increase in inventory turns for Best Buy. But when we deployed the same strategy at Musicland using exactly the same process, we 
instead lost some of our core Musicland customers. In fact, today we are increasing our music assortment at Best Buy stores. Fourth we were 
successful in introducing DVD movies and video gaming at Sam Goody stores. However these products carry a lower gross profit margin than 
CDs, and the contribution of these product categories were not enough to make the Musicland business work. Because of our decision to pursue 
a sale, Musicland’s results will be reported as discontinued operations. Applying this guidance will give you greater visibility to the performance 
of our core consumer electronics stores, which have enjoyed consistent and significant growth in recent years. In addition this treatment also 
provides a better idea of how to evaluate our performance as we return our focus to improving returns in our core businesses. I want to stress that 
we remain committed to serving Musicland’s customers during this transition period and maximizing the potential of this business. In fact the 
board of directors of Musicland Stores Corporation has promoted Connie Fuhrman to the position of President. I believe that Connie, who has 
most recently served as Executive Vice President of Musicland, will do an excellent job guiding Musicland in these challenging times.  
   
To me the highlights of the fourth quarter were one, despite a difficult consumer electronic — excuse me — despite a difficult consumer 
environment and the threat of war, our domestic Best Buy stores reported a 1.2% gain in comparable store sales for the quarter while our 
international stores had a .6% gain. Two, we delivered a 13% gain in earnings from continuing operations, and I attribute our success to 
outstanding execution by our employees who developed an effective holiday promotional plan, served our customers, and reduced our expense 
structure at the same time. I am consistently impressed with the  
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achievements of our Best Buy stores. Three we launched several initiatives to support our strategic priorities; namely, customer centricity, the 
efficient enterprise, winning the home with services and winning entertainment. I’ll talk more about them during our analyst day which will be 
held at our new corporate campus on April 30.  
   
For a more extensive report on our two segments, I’ll turn it over to Allen Lenzmeier. Al?  

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

 Thanks, Brad.  
   
Our results are detailed in the news release, so I will focus on a few highlights and the outlook for this coming year. I would like to begin by 
acknowledging and thanking our employees for their exemplary performance this year. It was one of the most difficult economic environments 
in the past 20 years coupled with increased competition, which makes me particularly appreciative of the results.  
   
In my view the highlights of the quarter were as follows: First, in the fourth quarter we continued to win in key product categories such as digital 
TVs, digital cameras, notebook computers, and digital camcorders. We also continued to outperform the competition in attaching services and 
accessories. I attribute this performance to the collective efforts of our retail team and our corporate support team. Second, we achieved leverage 
in SG&A expense of 40 basis points to 16.3% of revenue for the fourth quarter. This improvement followed last year’s sizeable gain in the 
fourth quarter. Typically, we need a 3% comparable store sales gain to leverage our SG&A rate by offsetting normal inflationary costs. In this 
case the leverage is more than offset by specific initiatives to reduce back office expenses. This performance also reflects the value of leverage 
related to opening new stores in existing markets where we have already invested in advertising and distribution. Third, despite a highly 
promotional holiday season, we saw only a minimal decline in gross margin as we sold a higher percentage of digital products and our 
employees were successful in selling total solutions. I’d characterize the competitive environment as much more vigorous than in the prior year, 
but we navigated it successfully to gain market share without sacrificing profitability. Fourth, we continue to enjoy a high level of efficiency 
driven by our compelling store formats, sales productivity, training programs, total solution selling, supply chain management, and effective 
advertising. Fifth, we reached an agreement with Microsoft effective on April 1 to continue to offer consumers MSN narrow band service.  
   
As expected, inventory turns slowed slightly, reflecting the change in product mix including fewer high-turning desktop pc’s as well as the 
conscientious effort to increase in-stocks in selected categories. Average inventory per domestic Best Buy store decreased 1% on a year-over-
year basis. The decrease in inventory was principally related to the increasing impact of smaller stores in the total mix as more of our new stores 
are added in that format.  
   
Next I would like to turn our outlook for fiscal 2004. I will start with our domestic segment and then our international segment. Management’s 
outlook for fiscal 2004 includes a comparable store sales gain at domestic Best Buy stores in the low single digits. While the war with Iraq has 
made consumers increasingly cautious, I anticipate that the comp store sales gains will strengthen as the year progresses. An increase in sales of 
digital products is expected to drive the comparable store sales gain for the year. With the impact of new stores, we look for revenue from 
continuing operations to increase 11 to 13% for the fiscal year. We anticipate modest improvement in the operating margin in fiscal 2004 as we 
realize further cost efficiencies. Our outlook for our international business in fiscal 2004 is similar, with the comparable store sales gain in the 
low single digits for the year. This outlook assumes a similar economic and political environment in Canada as we are experiencing in the United 
States. It also assumes we continue to enjoy success with our dual branding strategy.  
   
Several of you have asked for our views on the future of music sales at Best Buy. Comparable store sales of CDs at Best Buy declined by the 
high single digits in the fourth quarter. We expect continued comp declines in CDs in the coming year. However, our commitment to the 
entertainment business remains unabated. This product category continues to serve as a major traffic driver in our stores. We will continue  
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to remain competitive in this business, and we are planning to increase our music assortments at Best Buy stores as well as later on this year 
being able to be in a position to have tailored assortments in our various stores and also implement initiatives to increase efficiencies in our 
supply chain for the music business. We also believe that, as a result of these initiatives, we can improve our financial returns in this business. 
More exciting are the prospects related to our E-commerce business which we are supporting with additional technology investments. More than 
half of our customers currently visit us online before shopping in our stores. We also expect digital products to increase in our revenue mix 
reaching 25% of total revenue. Our capital expenditure budget for fiscal 2004 is approximately 700 million including approximately 300 million 
to open 60 new domestic Best Buy stores, with 25 in our standard 45,000 square foot format using the concept five design and the balance in our 
smaller market concepts. We also are remodeling three Best Buy stores and expanding one domestic Best Buy store. In addition this budget 
reflects the planned opening of four Future Shop stores and 11 to 13 Best Buy stores in Canada as well as four Future Shop relocations. Finally, 
we expect to open four Magnolia Hi-FI stores this fiscal year.  
   
Our capital expenditure budget includes approximately 130 million for continuing investments in customer and efficient enterprise technology 
capabilities. These include the launch of a new platform for BestBuy.com which will support initiatives aimed at improving the customers’ 
experience. We also expect to complete an inventory management project to enable realtime inventory at all of our Best Buy stores which gives 
the stores visibility to inventory levels at a realtime basis. That helps us improve in stock levels and customer satisfaction. Our technology 
investments are expected to be flat in the next couple of years as we begin to leverage the core systems we have recently put in place.  
   
The loss from Musicland, now accounted for as a discontinued operation, was 441 million. This includes 410 million in noncash charges for 
goodwill impairment and the writedown of the value of the fixed assets of that business. We projected an operating loss for the year of 80 to 85 
million and were able to beat our forecast by approximately $10 million. A combination of modestly better than expected sales and diligent cost 
cutting accounted for this improvement. In the coming quarter, our focus will be on driving the most value out of our current business as we 
explore the sale of the Musicland subsidiary. Our greatest opportunity lies in increasing the performance we drive out of our Best Buy stores, and 
I’m very excited about doing that.  
   
Next Darren Jackson will recap the quarter’s financial results and provide the company’s outlook for fiscal 2004.  

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

  Thanks, Al. Good morning, everyone.  
   
Thank you in advance for your patience in terms of absorbing a number of complex changes in our financial statements based on a number of 
decisions we’ve made to sell Musicland and to proactively adopt recently issued accounting guidance. We are not fans of one-time charges. On 
the other hand we support the changes that make our financial statements more transparent for our users. Al explained our expectations for the 
business segments for the fiscal year. I’d like to share with you my analysis of our financial results for the entire enterprise in the past quarter 
and year as well as our guidance for fiscal 2004. Unless otherwise noted I will use fiscal 2002 results as adjusted for discontinued operations and 
the accounting for vendor allowances.  
   
Continuing operations which includes our consumer electronic stores in the U.S. and Canada posted a 13% increase in earnings as the operating 
margin for those businesses increased to a record 8.7% of revenue in the fourth quarter of fiscal 2003 versus 8.6% of revenue in fiscal 2002 
quarter. The gross profit rate declined slightly as a result of more promotional environment and price deflation in some product categories. 
However, these negative factors were partially offset by the increasing percentage of more sophisticated digital products in the sales mix and our 
success in selling complete solutions. In the case of digital televisions, price deflation had a positive impact on gross profits as falling prices on 
plasma televisions and other high end digital televisions made those products appealing to a greater number of customers.  
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The SG&A rate from continuing operations improved to 16.3% of sales in the fourth quarter of fiscal 2003 from 16.7% of sales as adjusted in the 
fiscal 2002 quarter. When consumer spending began to slow last summer, as you’ll recall, we told you that we were committed to a number of 
cost saving initiatives that would improve the SG&A ratio without impacting the customer experience at our stores. We reduced back office 
expense and field office level cost and curtailed some projects that would not have a positive impact on profits in the near term. These actions 
enabled us to deliver the expense savings that we promised. For the full year, earnings from continuing operations increased 10% in fiscal 2003 
compared to fiscal 2002 on an as-adjusted basis. The gross profit rate improved slightly for the year as digital products accounted for a larger 
percentage of the sales, or 22% for the year which included a 24% level in the fourth quarter. However, the SG&A rate also increased slightly 
due to higher costs in Canada related to the opening of the new Best Buy stores there.  
   
The loss from discontinued operations was $441 million after tax in fiscal 2003. This includes previously disclosed noncash charges for goodwill 
impairment of $308 million after tax and $102 million after tax for impairment in the value of the fixed assets. The operating loss was somewhat 
better than we anticipated for the year, as Al previously mentioned. The results for fiscal 2003 included two other noncash charges. A charge of 
$40 million after tax for the impairment of goodwill resulted from the acquisition of Magnolia HiFi and an additional charge of $42 million after 
tax as the cumulative effect of a change in accounting principal related to the vendor allowances, each of which reflected our adoption of new 
accounting guidance.  
   
Let me explain how the accounting change impacts our operating profits. In March of 2003, so a number of weeks ago, the FASB’s emerging 
issues task force issued new principles regarding accounting for vendor allowances. Under these new principles, much of our vendor allowances 
will be recognized as a reduction in product acquisition costs and thus in cost of goods sold rather than a reduction in SG&A. Therefore the 
allowances are recognized at the time the associated goods are sold rather than at the time they are purchased into inventory. The change in 
timing of recognizing the allowances creates the one-time, noncash charge as some percentage of previously recognized vendor allowances are 
associated with products that were still in inventory at March 3 or our fiscal year-end. Both approaches were based on generally accepted 
accounting principles, yet the new method, we believe, is preferable. Lastly, before we turn to the guidance for fiscal 2004, our cash position 
stood at a very strong $1.9 billion as we closed the year, which is equal to last year’s levels.  
   
Now, I’d like to recap our guidance for fiscal 2004. We anticipate total revenue growth from continuing operations of 11 to 13% bringing us to 
$23.5 billion of annual sales, which includes the impact of new stores, a modest comparable — and a modest comparable store sales gain. We 
expect operating margins from continuing operations to improve modestly by approximately 10 to 20 basis points. This performance will be 
primarily driven by increased sales of higher end products and services, improved process efficiencies, sourcing initiatives that will reduce our 
cost of sales, and a continuation of our expense control. We expect net interest expense of approximately $10 million reflecting lower interest 
rates on our cash balances. We expect depreciation and amortization expense to increase by nearly $70 million in part due to spending $700 
million in capital. Assuming a tax rate of 38.3%, we are projecting earnings per diluted share of $2.17 to $2.22 from continuing operations, 
which would represent an increase of approximately 14 to 16% for fiscal 2004 continuing operations.  
   
Now I’d like to turn to our guidance for the first quarter. Currently, we are being impacted by the CNN effect, with people staying home and 
watching television instead of shopping. This trend combined with the tough comparison against the first quarter of fiscal 2003, when 
comparable store sales for continuing operations increased 6.5% is a difficult comparison, and our current trend of business is a 3% decline in 
comparable store sales in March. Based on the experience to date, we would anticipate comparable store sales to decline in the low single digits 
for the first quarter. This quarter’s revenues are seasonally the smallest quarter of the year. As a result, they are more affected by fluctuations in 
the comparable store sales trends. On top of that, we expect earnings to be constrained in the quarter by the annualization of significant 
depreciation costs on system investments and the cost of moving to our new corporate  

   
5  

 



   
headquarters. Plus we have the wildcard of the uncertainty and volatility caused by the war and the depressed levels of consumer confidence. We 
are certainly focusing on ways to reduce the impact as we did in the second half of last year.  
   
After we take into account all the factors I’ve discussed and a huge caveat related to the changes that could occur related to the war in Iraq our 
best estimate for the first quarter earnings from continuing operations is 14 to 20 cents per share. The uncertainty as to the timing of the sale of 
our interest in Musicland adds to the difficulty of projecting first quarter net earnings. Currently we anticipate the loss from discontinued 
operations will increase by another $10 million net of tax. A number of companies that we highly respect have abandoned quarterly projections 
in favor of longer term guidance. We can appreciate that view, particularly given the uncertainties we face in the upcoming quarters. However, 
we philosophically believe that transparency reduces volatility over the longer term. So focusing on the long-term opportunity of Best Buy and 
not on the next 90 days is critical. Our management team is very upbeat about our prospects as we look to fiscal 2004 and beyond.  
   
With that, I’ll return to Brad.  

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

  Thank you, Darren.  
   
The strong results in our core business are an indication to me of the possibilities ahead of us when we have resolved the issues with Musicland. 
I’m optimistic about the future. We are an organization that learns from challenge and change. Last year we had our fair share of both. As a 
result we made substantial changes to our business plan. We had a more promotional environment and yet we increased market share and 
protected gross profits. We had a more cautious consumer and yet we increased comparable store sales and outperformed many of our peers. We 
had a significant decline in our mall-based business, and we are actively marketing that business. We saw increased commoditization which we 
met with better sourcing, and we had a challenging economy and responded by reducing our overhead expense. Certainly the year ahead will 
bring challenges of its own. We have an experienced management team and four strategic initiatives aimed at broadening the gap with the 
competition. We feel very well-positioned for the coming year. All of us at Best Buy are quite optimistic about the year ahead of us and about 
our continued growth well into the future. Now I would like the operator to open the floor to questions from our investor audience.  
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Q U E S T I O N  A N D  A N S W E R   

Operator  

 Thank you. The floor is now open for questions. If you do have a question, please press the numbers one followed by four on your touch-tone 
phone. If your question has been answered, you may remove yourself from the queue by pressing the pound key. In the interest of time we do 
request that all participants limit themselves to one question. For sound quality purposes, we do request that participants utilized their handsets 
while posing their questions. Our first question is coming from Mark Rowen of Prudential.  
   

 Mark Rowen   — Prudential  

  Thank you. Good morning.  

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

  Good morning, Mark.  

 Mark Rowen   — Prudential  

  Couple of quick questions. Number one you had mentioned, I think,  in your sales release that big screen T.V.s were still very strong in the 
double digit rates last quarter. Now that things have slowed in March, have big screen T.V.s slowed? And with the beginning of the war have 
you seen people postponing those big ticket item purchases? And then, second, Darren, your guidance for the first quarter seems to suggest 
significantly lower gross margins but you didn’t mention that. I wonder if you could comment on that?  

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

  Michael London will start with the T.V. question.  

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

  What we have seen so far is that the customers are still coming in and buying big screen T.V.s. Our business has been very strong. I think the 
offers that we have on the digital side plus plasma has certainly made the business very exciting and people are staying at home and watching 
television. So our business is — I’m very happy with our business so far.  

 Mark Rowen   — Prudential  

   
 And are they still up in the double digit range as they were in the fourth quarter, or has that slowed as well?  
   

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

   
 They’re still where they have been.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 And then Darren will answer your second question. Then we would like to restrict the calls to one question apiece in the future.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Yes. Mark, it’s a combination of things. I want to emphasize the biggest factor affecting our first quarter earnings guidance is comparable store 
sales. And right now, as we shared with you, we have a comp  
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store decline in the month of March, and our sense is it could be timing. We’re not certain how long people will continue to watch the war. But 
given the trend that we’re seeing, we are optimistic that it will turn around, but we are not confident enough to project when that turn around will 
come and that’s clearly affecting gross profit dollars. In terms of year-over-year gross margin profit rates, there is some pressure in the first 
quarter. And I would tell you, if you looked back to last year in terms of our guidance last year, we would have reminded you one of the things 
that we did is that in anticipation of bringing up our new inventory management system, RETEK, we had purchased some goods into the first 
quarter which I would call reserve stock goods, that helped us a little bit in terms of first quarter gross margin that we won’t be repeating this 
year. So that’s working against us. The other things that are working against us that are significant in terms of SG&A, we are relocating, you 
know, the better part of 4500 Best Buy employees to our new corporate campus, and we’ll experience pressure in our expenses for doing that. 
And we are annualizing and it’s just by virtue of timing, significant I.T. investments from last year around our ERP implementation that, when 
they annualize into our first quarter with such a low revenue base, it has that effect of putting a disproportionate amount of pressure on a 
relatively low base of earnings in the first quarter. And that’s essentially what’s getting to us, trying to project comp store sales in terms of the 
effect of the war. We’ve got some gross margin rate pressure in the quarter. Some of which is unique because of events last year, and then three, 
some unique expenses in terms of moving the corporate headquarters and annualization of costs.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Darren. Next question, please.  
   

Operator  

   
 Next question is coming from Bill Simms of Salomon Smith Barney.  
   

 Bill Simms   — Salomon Smith Barney  

   
 Good morning. Thank you. In today’s release you indicated that gross profit for the international segment was negatively impacted by increased 
competition. Can you provide us with more color on how the Canadian competitive landscape has evolved over the last several quarters in terms 
of general share shifts, and can you quantify the gross margin impact specifically related to the competitive pricing environment?  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Allen Lenzmeier will answer that question.  
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 No. Actually Kevin is on the line. Kevin Layden, our President in Future Shop.  
   

 Kevin Layden   — Best Buy Co., Inc. - President Best Buy Canada  

   
 Yes, Bill essentially there’s two factors that are driving the gross margin decline on the Canadian operation. One as we announced in the third 
quarter we had renegotiated our third party credit card agreement which has had about a 30 basis point decline in operating gross margins or 
gross margins.  
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Number two is the competitive environment makes up about the difference which has been somewhere between 30 and 50 basis points.  
   

 Bill Simms   — Salomon Smith Barney  

   
 Have you seen an increase in the discount channel up in Canada impacting sales or providing a trading down effect away from Future Shop and 
Best Buy?  
   

 Kevin Layden - Best Buy Co., Inc. - President Best Buy Canada  

   
 Well, essentially what’s happened is with the opening of Best Buy in Toronto certainly the competitive landscape there has intensified. In 
addition to that with the tougher sales environment we are seeing a much more competitive environment across all of Canada. So that’s put 
pressure on margins outside the Toronto market. The Toronto market is actually performing right in line with the rest of the company.  
   

 Bill Simms   — Salomon Smith Barney  

   
 All right. Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Next question, please.  
   

Operator  

   
 Thank you. Our next question is coming from Budd Bugatch of Raymond James.  
   

 Budd Bugatch   — Raymond James  

   
 Good morning.  
   

 Bradbury Anderson — Best Buy Co., Inc. - CEO  

   
 Good morning, Budd.  
   

 Budd Bugatch   — Raymond James  

   
 Can you go over the rationale for expanding the assortment in music and kind of justify that given what’s going on in the music arena and give 
us your thinking and maybe at what — at what trade-off you have on that particular concept?  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 That will be handled by Mike London.  
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 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

   
 Well, there are a number of factors in the music business. As we have gone through this past year and saw the ups and downs of the business we 
have really spent a lot of time analyzing our results. And while we — there is all the digital issues that we all know about, we also have seen a 
marked increase in the sales of our non-hit product which still leads us to believe that people want to come in and buy a piece of packaged 
music. We think this is an opportunity for us and an opportunity for the industry. It is more profitable to catalog and we believe that with rational 
increases of assortments in the appropriate genres that this will be worthwhile for both our vendors and for Best Buy.  
   

 Budd Bugatch   — Raymond James  

   
 So is there any expansion of the footprint as well or is it simply filling the shelves more fully?  
   

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

   
 The footprint — the footprint will not change, and we still believe that a significant part of the music story at Best Buy is our ability to 
differentiate from the competition, especially the masses.  
   

 Budd Bugatch   — Raymond James  

   
 I understand you said the non-hip product - is that what you were saying?  
   

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

   
 Non-hit. So, in other words the places — we have always been a very strong top 100 retailer. Where we’re looking to expand is in some of the 
catalogs of particular genres to differentiate us from Wal-Mart.  
   

 Budd Bugatch   — Raymond James  

   
 Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Bud. Next question please.  
   

Operator  

   
 Thank you.  Our next question comes from Matt Fassler of Goldman Sachs and Company.  
   

 Matt Fassler   — Goldman Sachs  

   
 Thank you so much. I’d like to follow-up on some of the questions on the first quarter. One question I guess with two short parts. The first, 
Darren is you discussed a couple of specific one-time investments. First the cycling of ERP and second the relocation. Is it possible to quantify 
that so we can exclude it as  
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we forecast estimates going forward. On that topic you gave a relatively wide range of 14 to 20 cents for the first quarter. Does the Delta reflect 
uncertainty about sales, or other items?  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Matt, let me start with the second part of your question first. The wide range that you’re seeing is absolutely tied to the volatility of sales. So we 
have, as we have done in the past, when we have been in good times, shared with you our trends of business and how we forecasted them. Right 
now the trend is negative. And so what we are giving you is the negative trend that we’re seeing, and unlike other periods of time, trying to 
project when it will turn around, and we truly do believe it’s a timing issue, and that’s why we stressed the next 90 days, it will turn around in 
terms of people coming back to the stores as they stop watching T.V. To the extent that turns around and we are fortunate enough to pose — to 
post positive comps, we would certainly expect to be at the high end of the range or higher. However it doesn’t seem prudent right at this point in 
time to guide you that way because that’s not what we are seeing in the numbers.  
   

 Matt Fassler   — Goldman Sachs  

   
 Sure.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Two, as to those one-time items, I would say roughly in terms of moving to the new corporate campus, you know, that is going to cost us, you 
know, somewhere between one and two cents in terms of annualization of costs in terms of our investments that we made last year, principally in 
technology. I would say that’s not less than 2 cents in the quarter.  
   

 Matt Fassler   — Goldman Sachs  

   
 And Darren that gets cycled at the end of the first quarter?  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Well, there will be — It won’t be completely cycled, Matt, because different systems come on line at different times of the year. But a good — 
good chunk of that gets started in the first quarter, but we we’re able to absorb those changes because we’re always making technology 
investments every year, we’re able to absorb those with comp store gains in the second quarter and larger revenue bases as we go through the 
year.  
   

 Matt Fassler   — Goldman Sachs  

   
 Okay. Thank you so much.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Darren. Next question, please.  
   

Operator  
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 Thank you. Next question is coming from Gary Balter of UBS Warburg.  
   

 Gary Balter   — UBS Warburg  

   
 Good morning,  
   

 Brad Anderson   — Best Buy Co., Inc. - CEO  

   
 Good morning. Gary you got a new address.  
   

 Gary Balter   — UBS Warburg  

   
 New phone number and everything. Question on the accounting charge from yesterday. And I wasn’t around yesterday to ask you this question. 
But, I understand why you’re doing it, and I think it’s the right thing to do, but why is there a $42 million retroactive charge given the inventory 
turns, which it seems would have cleaned up and given there wasn’t much in 2003, 2002 where does that come from, the $42 million?  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Yeah. In simple terms, Gary, we have — think about the vendor allowances attaching to inventory.  
   

 Gary Balter   — UBS Warburg  

   
 Mmmm-hmmm.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 And because — and what we would have to do is essentially look at and make an estimate of how much vendor allowances should be attached 
to the inventory that was currently sitting on our floors on March 3. And so we had to make an estimate of historically we would have 
recognized those allowances into income based on the contracts and based on GAAP at that time, based on purchase commitments. And because 
we’ve now made the decision, given the guidance to recognize it as cost of sales versus a SG&A reduction, we have to go back and make — and 
do the analysis to say how many of those dollars that were previously recognized into income as a result of being recognized with purchases now 
get attached to inventory that’s sitting on the floor. And so the — obviously we did that analysis and our estimate was roughly $42 million — not 
roughly, specifically $42 million worth of vendor allowances are attached to our inventory and should be recognized as the product is sold, not 
as purchased. So as we go through the year, and as you saw this year, there was a penny worth of operating earnings.  
   

 Gary Balter   — UBS Warburg  

   
 Mmmm-hmmm.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  
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 Dilution because of that because we own more inventory. If we own more inventory, we own more of the allowances that go with it and 
consequently that was a penny’s worth of charge. Does that make sense?  
   

 Gary Balter   — UBS Warburg  

   
 Yeah. I’ll follow off line. Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thanks, Gary. Thank you, Darren. Next question, please.  
   

Operator  

   
 Thank you. Our next question is coming from Colin McGranahan of Sanford Bernstein.  
   

 Colin McGranahan   — Sanford Bernstein  

   
 Good morning. Question on Musicland. I guess first a comment it's good to see I think you’ve reached what I think is the right decision here. 
Maybe if you could talk a little bit about the timing of this. I know you’re going to give us an update in June. How long are you going to actively 
market the business? And what are some contingency plans if in fact you only sell parts of it? Would you then decide to shutdown the remainder 
of it and any ballpark you can give us around any kind of a charge or cost if things don’t work out in terms of a full sale we might expect and 
when?  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Well, all of those questions basically relate to sort of speculating about the future. Including how fast a sale transaction could occur and what 
would happen if we don’t have a sale transaction. I don’t think, at this stage, it would make much sense to try to speculate on that. We’ve tried to 
give the clearest guidance we can about our intent and our direction moving forward and what we believe is the best alternative choice now. But 
the rest of that would have to follow on based on what we found in experience. That’s part of the reason we’re talking about coming back in June 
and updating it and trying to frequently update our shareholders in terms of what we are finding as we go out to market Musicland.  
   

 Colin McGranahan   — Sanford Bernstein  

   
 Fair enough. Thanks.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Brad. Next question, please.  
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Operator  

   
 Thank you. Our next question comes from Alan Rifkin of Lehman Brothers.  
   

 Alan Rifkin   — Lehman Brothers  

   
 Yes. Given your strong SG&A leverage which came despite the comp being well below 3%, you know, coupled with your focus on controlling 
costs, do you think that there’s a lower bar versus the 3% for which you can get SG&A leverage? And secondly, just wanted to get some color 
behind the slight increase in revenue guidance that you’re giving now for ’03 versus your prior guidance?  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Darren Jackson will take that question, Alan.  
   

 Alan Rifkin   — Lehman Brothers  

   
 Thank you.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Alan, the short answer is absolutely. I mean historically it’s been 3% and Brad talked earlier and briefly about our focus on an efficient 
enterprise. Part of that focus, if I take you back to this year, is I would focus your attention on capital expenditures. I think when we started the 
year we were forecasting a little over a billion dollars in capital expenditures. As we ended the year our continuing operations capital 
expenditures were $710 million. If you add in Musicland, I think it was $760 million. So we had pared back our capital expenditures some $240 
million. The reason that’s important is that shows up in our fixed costs in future years. So it’s the extent that we can start to drive down our fixed 
cost base, our overhead base and avoid and reduce the amount of things like incremental depreciation, which is $70 million in the upcoming 
year, we can start to lower that hurdle rate in terms of year-over-year inflationary bar. So we are absolutely focused on that. We see that as an 
opportunity both in terms of fixed costs, overhead costs and I would remind you more importantly we also see the opportunity to channel some 
of those savings to activities that benefit our customers and drive our comparable store sales line.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 We also — this is Brad. Over the long haul, we also expect to flatten the organization by building the skill sets that allow us to retain the quality 
of operation or continue to grow the quality of our operation but do it with a simpler, flatter organization with less bureaucratic encumbrance. 
That will take us awhile, but we see that’s part of the reason this is part of strategies we see as a multi -year strategy to continue to make the 
organization more efficient.  
   

 Alan Rifkin   — Lehman Brothers  

   
 Okay. Thank you.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  
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 Thanks a lot.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Darren and Brad. Next question, please.  
   

Operator  

   
 Next question comes from Dan Wewer of CIBC World Markets.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Good morning, Dan.  
   

 Dan Wewer   — CIBC World Markets  

   
 Obviously a cautious outlook for the first quarter, but despite that a fairly robust earnings outlook for the year. And assuming it plays out this 
way, it implies your business is becoming more seasonably leveraged around the holidays. I’m curious if that’s just the inherent nature for the 
way the business is moving, if you are concerned about, you know, what this does to the business risk and if there’s anything you can do to 
smooth out this growing leverage on this third and fourth quarter?  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Hi, Dan it’s Darren. So the short answer is our business is becoming a little more seasonably impacted. The recent — and part of it is 
accounting. The vendor allowance change will clearly put more profit into our fourth quarter because, you know, that’s where the bulk of our 
sales occur. And the other factor that’s affecting the seasonality of our business as we look at it, is as we grow, you know, our ultimate store 
base, our contribution from our smaller stores tends to be disproportionately higher in the fourth quarter. Which will, again, add to the 
seasonality of our business. And then probably third, is as we’ve made many of these investments in what you’re seeing is that given the timing 
of new store openings, it disproportionately helps the second half of our year and our fourth quarter. And lastly, given the timing of when we 
make things like system investments, we disproportionately end up anniversarying and recording those expenses which were essentially zero in 
the prior year and they come full steam typically in the first quarter in terms of increased depreciation expense which puts more pressure on the 
first quarter and modest amount of pressure on the second quarter. So there is more seasonality added to our business, and that’s a function of the 
things I outlined.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you, Darren. Next question, please.  
   

Operator  

   
 Thank you. Our next question is coming from Basu Mullick, of Neuberger Berman.  
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 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Good morning.  
   

Operator  

   
 Basu, your line is live.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Guess we lost him.  
   

Operator  

   
 We’ll move on to the next question which is coming from Aram Robinson of Banc of America Securities.  
   

 Ed Roesch   — Banc of America Securities  

   
 Actually it’s Ed Roesch on behalf of Aram. How are you?  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Hi, good morning, Ed.  
   

 Ed Roesch   — Banc of America Securities  

   
 Good morning. With regards to the 40 basis points of SG&A improvement in Q4, you mentioned that one source was leveraging advertising and 
distribution costs over a larger store base. I was wondering if you could quantify that effect versus the impact of cost cutting initiatives that 
you’ve taken and then maybe you could characterize the opportunity of both of those buckets going forward.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Ed, this is Darren Jackson.  
   

 Ed Roesch   — Banc of America Securities  

   
 Hi.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Advertising was modest in that 40 basis points. Distribution was more. I would say the two biggest cost savings for us were in the administrative 
back of the house areas of the business in the fourth quarter and there was considerable savings in pay roll.  
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 Ed Roesch   — Banc of America Securities  

   
 Okay. Thank you.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Thanks a lot.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thanks, Darren. We’ll take our next question.  
   

Operator  

   
 Next question is coming from Danielle Fox of J.P. Morgan.  
   

 Danielle Fox   — J.P. Morgan  

   
 Thank you. Good morning.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Good morning, Danielle.  
   

 Danielle Fox   — J.P. Morgan  

   
 I have a question on the long-term growth outlook. The Musicland acquisition was part of a four-year plan to address the eventual saturation of 
the core concept. We’re now two years into the plan and Musicland didn’t work out as expected. I’m wondering what your latest thinking is on 
what will drive growth beyond the traditional superstore rollout. Will you continue to target the rural and female and teen customers that 
Musicland was designed to go after?  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Thanks for the question. Our we have shifted last year, our overall long-term strategic plans for growth in a pretty significant way. As we’ve 
talked about sort of the four core strategic pillars. I think if you summarize the strongest engine for growth we see over the long haul is to go 
back and revisit the hundreds of millions of customer visits we get a year and especially look deeply into the core customers that are shopping 
our consumer electronic stores. And what unmet needs do we have from profitable customers that would be likely to purchase those from Best 
Buy? And we’re going through a set of tests at this stage that are going — that are actually beginning next week, of looking at how we sell a 
higher percentage of the discretionary dollars that core customers buy in our categories of merchandise on each year basis. It produces — if it 
works the way we expect, it produces excellent financial returns because you’re able to use an existing investment and releverage it for higher 
market share and a more profitable business off that base. So our energy has moved from really trying to find new customer segments in 
different places to looking at the customers in our core strategies and harvesting more from those customers. That’s what we see as our central 
objective over the next several years.  
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 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 I mean we still have approximately another three years of growth in terms of physical store expansion remaining in the United States as well as 
Canada. And also our current market share in the United States is approximately 14%, so that leaves another 86%. Obviously we know we are 
not going to get all of that, but we think that there’s a significant opportunity to increase the market share out of the core stores that we currently 
operate.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 And as we’ve taken a deep look at those — those customers, it seems to us that it appears there’s a lot of opportunity by altering some of the 
things we do to serve them much better. And that’s the energy here.  
   

 Danielle Fox   — J.P. Morgan  

   
 Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you. Those were comments from Brad and Al. Next question, please.  
   

Operator  

   
 Thank you. Our next question is coming from Eric Mace of Credit Suisse Asset Management.  
   

 Eric Mace   — Credit Suisse Asset Management  

   
 Good morning.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Good morning, Eric.  
   

 Eric Mace   — Credit Suisse Asset Management  

   
 How are you? I wanted to follow-up on the guidance for the year. I mean I know you guys are looking longer term, but just — you may have 
answered it in part in Matt’s question early on. But in the commentary around the 14 to 16% it kind of embodies swift resolution on war issues 
and I don’t think anybody’s going to hold you to pinpointing an end to that. And improvements in consumer confidence. Could you just bring 
me back a little bit more on the timing and kind of how backend loaded we’re talking?  
   

Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Well, we certainly would like to see, in terms of swift conclusion — we don’t need it by the weekend —  
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 Eric Mace   — Credit Suisse Asset Management  

   
 Right.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 But, as we look towards the second quarter, you know, what we would expect is that there would be a diminishing CNN effect over time, and 
really no surprises in terms of the war effort, and that in combination with our continued diligence both in terms of expense control and in terms 
of finding ways to buy product more effectively are really two of the key levers we are looking to drive the bottom line profits this year. That’s 
why in total we’ve said we’re expecting modest comp — modest low single digit comparable store gains for the year, which is not too far off of 
what we just recorded from continuing operations in the fourth quarter.  
   

 Eric Mace   — Credit Suisse Asset Management  

   
 Right.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 So, Eric, that would be, you know, some color around how we’re thinking about it. Because I think if we try to rely strictly on driving the comp, 
that doesn’t feel like the prudent thing to do at this point. So we’re staying focused on costs both in terms of our cost of sales and our expenses.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 And that doesn’t look for a remarkable improvement in terms of customer confidence during the year.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

 Exactly, Brad.  
   

 Eric Mace   — Credit Suisse Asset Management  

   
 Okay. Thank you.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you. That was Darren Jackson and Bradbury Anderson. May I have the next question, please.  
   

Operator  

   
 The next question comes from Michael Baker of Deutsche Banc.  
   

 Michael Baker   — Deutsche Banc  
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 Hi. Thanks. Can you discuss in a little bit more details some of the cost cutting that you’re doing? I’ ve seen in the press some cut back on people 
within the store and so how that might impact your customer or customer service levels?  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Allen Lenzmeier will answer that.  
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 Yeah. Let me take you back. We really started this whole process last summer when we saw the economy slow and we basically put a freeze on 
hiring in the corporate office. And, you know, subsequent to that, have done some consolidation in terms of positions within the corporate office 
here where we’ve, you know, most recently we’ve eliminated about 120 positions, you know, and probably at least half of that was due to 
attrition where we put some new processes in place to more effectively and efficiently manage the business here in the corporate office. And 
frankly, over the years, as a result of aggressively growing the business, we put a lot of positions in place that were put there to audit, to monitor, 
to check on things. And as we refined the business, as we’ve become more mature and more efficient and more knowledgeable, a lot of those 
positions really became somewhat redundant so there were a number of positions in the field, in terms of more in the field support and that type 
of thing, not directly in the store, that we eliminated or we consolidated positions. We did not make any reductions at the store level where we — 
you would say there was, you know, a customer interface, so we did not touch the staffing from a blue shirt standpoint in our retail stores, nor do 
we intend to change that. I mean again the focus is taking care of the customer in the retail store. And the focus really is improving the efficiency 
of both our field staff as well as our corporate staff, and Brad talked about, you know, eliminating layers, broadening span of control, you know. 
As companies get big, there is a tendency for bureaucracy to set in. We want to make sure that we continue to fight bureaucracy and challenge 
ourselves in terms of doing things more effectively and more efficiently. And at the same time not sacrifice the service we’re giving to the 
customer. We think there’s opportunities to do that here.  
   

 Michael Baker   — Deutsche Banc  

   
 Great. Thanks. Quickly, Brad did I hear you say on CNBC that sales got a little bit better over the weekend as maybe the shock and awe wore 
off a little bit?  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 I think the business on Saturday and Sunday got a little better. Sunday it’s hard to compare because we’re going against Easter last year, but 
there was some improvement over the weekend, but the sales definitely took a dip when the war commenced and stayed that way through 
probably last Thursday.  
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 I think that’s sort of what we’re hearing from other retailers so yes, you did hear it correctly.  
   

 Michael Baker   — Deutsche Banc  

   
 Great. Thank you.  
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 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 At the same time we don’t want to use those as a trend in terms of going forward, so we want to be very cautious in terms of our forecast for the 
quarter.  
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 Yes.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Particularly when you look at what you hear on T.V. in terms of the war and, you know, how long it may last. Plus just the general economic 
conditions that go along with that.  
   

 Darren Jackson   — Best Buy Co., Inc. - EVP Finance and CFO  

   
 Yeah. And to clarify, our March trends that we disclosed earlier of minus three are before weekend business because the weekend business is 
not comparable because, obviously when we’re open on Sunday and the prior year was Easter, and we’re comparing against zero, that’s a helpful 
comparison. So just to clarify when you’re comparing to other retailers.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 But it does highlight — there is a problem with this whole process which we’re talking about trends that are occurring in a few-day period of 
time. And if you go back to September 11 from a year and a half ago, we also saw radical shifts in trends. And when there are these kind of news 
events it makes forecasting very difficult.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you. Next question, please.  
   

Operator  

   
 Thank you. Our next question is coming from Scott Ciccarelli of Girard, Klauer Mattison.  
   

 Scott Ciccarelli   — Gerard, Klauer Mattison  

   
 Hi, guys. Had a question regarding, you know you’ve talked about maybe the CNN effect what you’re seeing about what’s called a nervous 
consumer. But I’m more interested in what you are seeing on the competitive front, particularly from the discounters and Wal-Mart, kind of what 
the expectation is there, as well as what you’re seeing on the deflation side. Because I understand that’s actually continued to accelerate and 
certain of your competitors really haven’t seen any abatement in that process. Thanks.  
   

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  
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 This is Mike London. As far as deflation goes, you know, this industry for a long, long time has always had prices going up and prices going 
down and I think it’s a balance. There’s certainly categories that you’re all familiar with like DVD players, where it’s down to $49. At the same 
time, in digital television and big screen T.V. and plasma T.V., you’re seeing some price drops that make it much more attractive to a customer 
to buy a large screen T.V. And, you know, you take a look at even what we’re doing at $2,000 and less the customer can get a high quality 
television set and that certainly is bringing people into the market place. We also believe that with our customers who are very technology savvy, 
there’s a lot of great peripherals that are being added on to PCs that are driving customers into our stores. So the deflation has been with us in 
some categories is probably more pronounced but other categories we see it as being beneficial as prices drop. On a competitive front, I think it 
has been as we have seen it. I do not see any changes or significant changes from what we have been living through. So I would say that it is as 
expected.  
   

 Scott Ciccarelli   — Gerard, Klauer Mattison  

   
 So in both cases comps kind of trending the way you’ve seen over recent timeframes?  
   

 Michael London   — Best Buy Co., Inc. - EVP, General Merchandise manager  

   
 Yes.  
   

 Scott Ciccarelli   — Gerard, Klauer Mattison  

   
 Okay. Thanks, guys.  
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
 Like I mention on the fourth quarter, also that we were able to offset some of the competitive movements by, you know, the retail stores just 
doing an excellent job in terms of selling the total solution in terms of peripherals and accessories. And also because of our size and sourcing 
capabilities and using auctions, you know, we also think there’s opportunities ahead for us to — to enhance our ability to buy product at a very 
competitive cost.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 I would just add also on a longer term basis the more we get to understand about our core clientele will also help us retain, we think higher price 
points in margin as we find better ways to serve customers that are easier for us to profit from.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you Al and Brad for your comments. I would like the next question, please.  
   

Operator  

   
 Next question comes from Maile Clark of Seneca Capital.  

   
22  

 



   

Maile Clark   — Seneca Capital  

   
 Hi. My question’s been asked and answered.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 We’ll take one final question.  
   

Operator  

   
 Final question from David Schick of Legg Mason.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Good mornings, David.  
   

 David Schick   — Legg Mason  

   
 Hey. Thanks for taking one more. Quick question. I guess to loop back on something Darren said, I guess both in the release and in response to 
Matt’s question. Let’s talk about March. Big screen trends are still very strong and you’re talking about people coming back to the stores as the 
CNN effect. So what I’m trying to understand is, literally your count is down approximately, your traffic count is down approximately 3%, so 
it’s people staying out of the stores watching CNN rather than CNN keeping their ticket smaller; is that correct?  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 The CNN effect is - actually what’s speculated as the CNN effect and from what I understand the other networks hate the fact that it’s called the 
CNN effect.  
   

 David Schick   — Legg Mason  

   
 Sure.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 It is basically the presumption that traffic dropped with the war because people were spending time at home not in stores. And that we saw some 
evidence in that correlating with the same timeframe.  
   
   

 Allen Lenzmeier   — Best Buy Co., Inc. - President and COO  

   
It’s not because we’re closing fewer people in the store. There’s fewer people coming into the store to shop.  
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 David Schick   — Legg Mason  

   
 Good. I just wanted to clarify what you guys were calling CNN effect.  
   

 Bradbury Anderson   — Best Buy Co., Inc. - CEO  

   
 Thanks a lot. I think that’s it. So we’d like to thank everybody for the attention this morning and appreciate your participation.  
   

 Jennifer Driscoll   — Best Buy Co., Inc. - VP Investor Relations  

   
 Thank you everyone for your continued support. I have two quick reminders. This is Jennifer. Our analysts day will be held in Minneapolis on 
April 30. If you are interested in attending contact Shannon Burns or me for details. Investor Relations has moved to the corporate campus, 
which means we have new phone numbers. If you have questions call Shannon on the 612-291-6126 or me now at 612-291-6110. Thank you for 
participating in the call. This call will be available for replay by dialing 973-341-3080 and entering pin number of 382-8287 or hear the replay on 
the web at www.BestBuy.com, by clicking on investor relations and then recent presentations. With that we conclude our call.  
   

Operator  

   
 Thank you. This does conclude today’s teleconference. You may disconnect your lines at this time and have a great day  
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