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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant's definitive Proxy Statement dated on or about May 9, 2011 (to be filed pursuant to Regulation 14A within 120 days
after the registrant's fiscal year-end of February 26, 2011), for the regular meeting of shareholders to be held on June 21, 2011 ("Proxy
Statement"), are incorporated by reference into Part III.

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

Section 27A of the Securities Act of 1933, as amended ("Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended
("Exchange Act"), provide a "safe harbor" for forward-looking statements to encourage companies to provide prospective information about
their companies. With the exception of historical information, the matters discussed in this Annual Report on Form 10-K are forward-looking
statements and may be identified by the use of words such as "anticipate," "believe," "estimate," "expect," "intend," "foresee," "plan," "project,"
"outlook," and other words and terms of similar meaning. Such statements reflect our current view with respect to future events and are subject
to certain risks, uncertainties and assumptions. A variety of factors could cause our future results to differ materially from the anticipated results

non non

expressed in such forward-looking statements. Readers should review Item 1A, Risk Factors, of this Annual Report on Form 10-K for a
description of important factors that could cause our future results to differ materially from those contemplated by the forward-looking
statements made in this Annual Report on Form 10-K. Among the factors that could cause our actual future results and outcomes to differ
materially from those projected in such forward looking statements are the following: general economic conditions, changes in consumer
preferences, credit market constraints, acquisitions and development of new businesses, divestitures, product availability, sales volumes, pricing
actions and promotional activities of competitors, profit margins, weather, changes in law or regulations, foreign currency fluctuations,
availability of suitable real estate locations, our ability to react to a disaster recovery situation, the impact of labor markets and new product
introductions on our overall profitability, failure to achieve anticipated benefits of announced transactions and integration challenges relating to
new ventures.
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PART 1

Item 1. Business.

Description of Business

"o

Unless the context otherwise requires, the use of the terms "we," "us" and "our" in this Annual Report on Form 10-K refers to Best Buy Co., Inc.
and, as applicable, its consolidated subsidiaries. We are a multinational retailer of consumer electronics, home office products, entertainment
products, appliances and related services. We operate retail stores and call centers and conduct online retail operations under a variety of brand
names such as Best Buy (BestBuy.com, BestBuy.ca, BestBuy.co.uk), Best Buy Mobile (BestBuyMobile.com), The Carphone Warehouse
(CarphoneWarehouse.com), Five Star (Five-Star.cn), Future Shop (FutureShop.ca), Geek Squad, Magnolia Audio Video, Napster
(Napster.com), Pacific Sales and The Phone House (PhoneHouse.com). References to our Web site addresses do not constitute incorporation by
reference of the information contained on the Web sites.

Information About Our Segments

During fiscal 2011, we operated two reportable segments: Domestic and International. The Domestic segment is comprised of the operations in
all states, districts and territories of the U.S., operating under various brand names including, but not limited to, Best Buy, Best Buy Mobile,
Geek Squad, Magnolia Audio Video, Napster and Pacific Sales.

The International segment is comprised of: (i) all Canada operations, operating under the brand names Best Buy, Best Buy Mobile, Cell Shop,
Connect Pro, Future Shop and Geek Squad; (ii) all Europe operations, operating under the brand names Best Buy, The Carphone Warehouse,
The Phone House and Geek Squad; (iii) all China operations, operating under the brand names Best Buy, Geek Squad and Five Star; (iv) all
Mexico operations, operating under the brand names Best Buy and Geek Squad and (v) all Turkey operations, operating under the brand names
Best Buy and Geek Squad.

Financial information about our segments is included in Item 7, Management's Discussion and Analysis of Financial Condition and Results of
Operations, and Note 12, Segment and Geographic Information, of the Notes to Consolidated Financial Statements, included in Item 8,
Financial Statements and Supplementary Data, of this Annual Report on Form 10-K.

Domestic Segment

We were incorporated in the state of Minnesota in 1966 as Sound of Music, Inc. We began as an audio components retailer and, with the
introduction of the videocassette recorder in the early 1980s, expanded into video products. In 1983, we changed our name to Best Buy Co., Inc.
and began using mass-merchandising techniques, which included offering a wider variety of products and operating stores under a "superstore"
concept. In 1989, we dramatically changed our method of retailing by introducing a self-service, noncommissioned, discount-style store concept
designed to give the customer a variety of brands and more control over the purchasing process. Today, our U.S. Best Buy stores operate a
model whereby we offer our customers a wide variety of consumer electronics, home office products, entertainment products, appliances and
related services with variations on product assortments, staffing, promotions and store design to address specific customer groups and local
market needs.

In fiscal 2001, we acquired Magnolia Hi-Fi, Inc.  a Seattle-based, high-end retailer of audio and video products and services to access an
upscale customer segment. In fiscal 2005, we began operating Magnolia Home Theater store-within-a-store experiences in U.S. Best Buy stores,

offering customers high-end electronics with specially trained employees.

In fiscal 2003, we acquired Geek Squad Inc. Geek Squad provides repair, support and installation services. We acquired Geek Squad to further
our plans of providing technology support services to customers. Geek Squad service is available in all U.S. Best Buy branded stores.
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In fiscal 2007, we acquired California-based Pacific Sales Kitchen and Bath Centers, Inc. ("Pacific Sales"). Pacific Sales specializes in the sale
and installation of high-end and mass-market premium brand kitchen appliances, plumbing fixtures and home entertainment products, with a
focus on builders and remodelers.

In fiscal 2007, we also developed the Best Buy Mobile concept through a management consulting agreement with U.K.-based The Carphone
Warehouse Group PLC ("CPW"). Best Buy Mobile provides a comprehensive assortment of mobile phones, accessories and related services
using experienced sales personnel, now in all U.S. Best Buy stores, as well as stand-alone stores.

In fiscal 2008, we acquired Speakeasy Inc. ("Speakeasy"). Speakeasy provides broadband, voice, data and information technology services to
small businesses. During the second quarter of fiscal 2011, we completed the sale of our Speakeasy business to Covad Communications Group.

In fiscal 2009, we acquired Napster, Inc. Napster provides a comprehensive digital music service offering, including digital music downloads
and on-demand streaming capabilities.

International Segment

Our International segment was established in fiscal 2002 in connection with our acquisition of Future Shop Ltd., Canada's largest consumer
electronics retailer.

During fiscal 2003, we launched our dual-branding strategy in Canada by introducing the Best Buy brand. The dual-branding strategy allows us
to retain Future Shop's brand equity and attract more customers by offering a choice of distinct store experiences.

In fiscal 2007, we acquired a 75% interest in Jiangsu Five Star Appliance Co., Ltd. ("Five Star"), one of China's largest appliance and consumer
electronics retailers. We made the investment in Five Star to further our international growth plans, to increase our knowledge of Chinese
customers and to obtain an immediate retail presence in China. We also opened our first Best Buy branded store in China, located in Shanghai,
in fiscal 2007. In the fourth quarter of fiscal 2009, we completed the acquisition of the remaining 25% interest in Five Star.

In fiscal 2009, we acquired a 50% share in Best Buy Europe Distributions Limited ("Best Buy Europe"). Best Buy Europe is a venture with
CPW, consisting of CPW's former retail and distribution business with over 2,400 small-format The Carphone Warehouse and The Phone House
stores, online channels, device insurance operations, and mobile and fixed-line telecommunication services. The transaction also included
CPW's economic interest in both Best Buy Mobile in the U.S. and Geek Squad in the U.K. and Spain. We made the investment in Best Buy
Europe to further our international growth plans, to increase our knowledge of European customers and to obtain an immediate retail presence in
Europe. During fiscal 2011, we launched large-format Best Buy branded stores in the U.K. and a related online channel in the European market.

In fiscal 2009, we also expanded our Best Buy Mobile operations to Canada by opening stand-alone stores. We now also offer the Best Buy
Mobile store-within-a-store experience in all Canadian Best Buy branded stores. Also in fiscal 2009, we opened our first Best Buy branded store
in Mexico, located in Mexico City.

In fiscal 2010, we opened our first Best Buy branded store in Turkey, located in Izmir.

In the fourth quarter of fiscal 2011, we announced plans to exit the Turkey market and restructure the Best Buy branded stores in China during
fiscal 2012. The exit from the Turkey market includes exiting of all current operations in that country, including its two Best Buy branded stores.
Restructuring activities in China include closing all eight Best Buy branded stores. We also intend to explore other more profitable growth
options for the Best Buy brand in China, including the option to reopen two of the closed stores at a later date.

In order to align our fiscal reporting periods and comply with statutory filing requirements in certain foreign jurisdictions, we consolidate the
financial results of our Europe, China, Mexico and Turkey operations on a two-month lag. Consistent
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with such consolidation, the financial and non-financial information presented in this Annual Report on Form 10-K relative to our Europe,
China, Mexico and Turkey operations is also presented on a two-month lag.

Operations
Domestic Segment

Our Domestic segment store operations are organized by store brand. U.S. Best Buy store operations are divided into districts and are under the
management of a retail field officer who oversees store performance through district managers. District managers monitor U.S. Best Buy store
operations and meet regularly with store managers to discuss merchandising, new product introductions, sales promotions, customer loyalty
programs, employee satisfaction surveys and store operating performance.

Our U.S. Best Buy, U.S. Best Buy Mobile, Magnolia Audio Video, Pacific Sales and Geek Squad stores have developed procedures for
inventory management, transaction processing, customer relations, store administration, product sales and services, staff training and
merchandise display that are standardized within each store brand. Corporate retail management for each store brand generally controls
advertising, merchandise purchasing and pricing, as well as inventory policies. All stores within each store brand generally operate in the same
manner under the standard procedures adjusted to local customer needs.

International Segment

Located throughout nine European countries, The Carphone Warehouse and The Phone House stores are significantly smaller than our Best Buy
branded stores and employ sales associates that provide independent advice on the best service and hardware suited to each customer. Most
phone sales require in-store registration with the mobile phone network operator facilitated by our employees, allowing the customer to leave the
store with a fully active phone and a service contract. Advertising, merchandise purchasing and pricing and inventory policies for these stores
are controlled by corporate retail management in each respective local market.

Canada store operations are organized to support two principal brands. Future Shop stores have predominantly commissioned sales associates
who take a proactive role in assisting customers and driving the transaction, whereas employees in Best Buy branded stores in Canada, like
employees in U.S. Best Buy stores, are noncommissioned, allowing the customers to drive the transaction through interactive displays and
grab-and-go merchandising. Each brand has national management that closely monitors store operations. All Canada stores use a standardized
operating system that includes procedures for inventory management, transaction processing, customer relations, store administration, staff
training and merchandise display. Advertising, merchandise purchasing and pricing and inventory policies are centrally controlled. Our Best Buy
Mobile stores in Canada employ an operating model similar to that used in our U.S. Best Buy Mobile stores.

China store operations are also organized to support two principal brands. Our Five Star stores primarily utilize vendor employees and full-time
sales associates to sell our products. Our Best Buy branded stores in China have employed an operating model similar to Best Buy branded
stores in the U.S. However, in the fourth quarter of fiscal 2011, we announced plans to restructure the Best Buy branded stores in China during
fiscal 2012. Corporate retail management for each store brand generally controls advertising, merchandise purchasing and pricing, and inventory
policies, although management for individual regions within our Five Star brand may vary these operations locally to adapt to customer needs.
We anticipate consolidating the support operations for the Best Buy branded stores in China with the existing Five Star business as a part of the
announced restructuring of such stores.

Our Best Buy branded stores in the U.K., Mexico and Turkey employ an operating model similar to that used in our U.S. Best Buy stores. In the
fourth quarter of fiscal 2011, we announced plans to exit the Turkey market during fiscal 2012.
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Domestic Segment

U.S. Best Buy stores and the related online channel have offerings in six revenue categories: consumer electronics, home office, entertainment,
appliances, services and other. Consumer electronics consists of video and audio products. Video products include televisions, navigation
products, digital cameras and accessories, digital camcorders and accessories, e-Readers and DVD and Blu-ray players. Audio products consist
of MP3 players and accessories, home theater audio systems and components, musical instruments and mobile electronics such as car stereo and
satellite radio products. The home office revenue category includes notebook and desktop computers, tablets, monitors, mobile phones and
related subscription service commissions, hard drives, networking equipment and related accessories such as printers. The entertainment revenue
category includes video gaming hardware and software, DVDs, Blu-rays, CDs, digital downloads and computer software. The appliances
revenue category includes major appliances as well as small electrics. The services revenue category consists primarily of service contracts,
extended warranties, computer-related services, product repair, and delivery and installation for home theater, mobile audio and appliances. The
other revenue category includes non-core offerings such as snacks and beverages.

U.S. Best Buy Mobile offerings are included in our home office revenue category. Revenue from U.S. Best Buy Mobile stand-alone stores is
primarily derived from mobile phone hardware, subscription service commissions from mobile phone network operators and associated mobile
phone accessories.

Magnolia Audio Video stores have offerings in two revenue categories: consumer electronics and services. Consumer electronics consists of
video and audio products. Video products include televisions, DVD and Blu-ray players and accessories. Audio products include home theater
audio systems and components, mobile electronics and accessories. The services revenue category consists primarily of home theater system
installation as well as extended warranties.

Pacific Sales stores have offerings in three revenue categories: appliances, consumer electronics and services. Appliances consists of major
appliances, evenly split between high-end and mass-market premium brands, and plumbing, which consists of kitchen and bath fixtures
including faucets, sinks, toilets and bath tubs. Consumer electronics consists of video and audio products, including televisions and home theater
systems. The services revenue category consists primarily of extended warranties, installation and repair services.

International Segment

Our small-format The Carphone Warehouse and The Phone House stores in Europe have offerings in two revenue categories: home office and
services. Home office consists primarily of mobile phone hardware, subscription service commissions from mobile phone network operators and
associated mobile phone accessories. Services consists of device insurance operations, providing protection primarily for the replacement of a
lost, stolen or damaged handset, as well as mobile and fixed-line telecommunication services, billing management services and Geek Squad
repair services.

Our large-format Best Buy branded stores in the U.K. have offerings in six revenue categories: consumer electronics, home office,
entertainment, appliances, services and other, with products and services similar to those of our U.S. Best Buy stores.

In Canada, the Future Shop and Best Buy branded stores have offerings in five revenue categories: consumer electronics, home office,
entertainment, services and other, and at Future Shop only, a sixth revenue category, appliances. Consumer electronics consists of video and
audio products. Video products include televisions, navigation products, digital cameras and accessories, digital camcorders and accessories,
e-Readers, and DVD and Blu-ray players. Audio products encompass MP3 players and accessories, home theater audio systems and
components, mobile electronics such as car stereo and accessories. The home office revenue category includes notebook and desktop computers,
tablets, monitors, mobile phones and related subscription service commissions, hard drives, networking equipment and related accessories such
as printers. The entertainment revenue category includes video game hardware and software, DVDs, Blu-rays, CDs and computer software. The
appliances revenue category includes major appliances as well as small electrics. The services
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revenue category includes extended warranties, repair, delivery, computer-related services and home theater installation. The other revenue
category includes non-core offerings such as snacks and beverages.

Although Future Shop and Best Buy branded stores in Canada offer similar revenue categories (except for appliances, which are only offered at
Future Shop stores), there are differences in product brands and depth of selection within revenue categories. On average, approximately 30% of
the product assortment (excluding entertainment) overlaps between the two store brands. Further, Geek Squad services are only available in the
Best Buy branded stores with Future Shop's service offerings branded as Connect Pro.

Canada Best Buy Mobile offerings are included in our home office revenue category. Revenue from Canada Best Buy Mobile stand-alone stores
is primarily derived from mobile phone hardware, subscription service commissions from mobile phone network operators and related mobile
phone accessories.

In China, our Five Star and Best Buy branded stores have offerings in four revenue categories: appliances, consumer electronics, home office
and services. Our China stores do not carry products in our entertainment revenue category. Appliances includes major appliances, air
conditioners, small electrics and housewares. The consumer electronics revenue category consists of video and audio products, including
televisions, digital cameras, MP3 players and accessories. The home office revenue category includes desktop and notebook computers, tablets,
mobile phones, traditional telephones and accessories. The services revenue category includes extended warranties, repair, delivery,
computer-related services and installation.

Our Best Buy branded stores in Mexico and Turkey have offerings in six revenue categories: consumer electronics, home office, entertainment,
appliances, services and other, with products and services similar to those of our U.S. Best Buy stores.

Distribution
Domestic Segment

Generally, U.S. Best Buy, U.S. Best Buy Mobile, Magnolia Audio Video and Pacific Sales stores' merchandise, except for major appliances and
large-screen televisions, is shipped directly from manufacturers to our distribution centers located throughout the U.S. Major appliances and
large-screen televisions are shipped to satellite warehouses in each major market. These stores are dependent upon the distribution centers for
inventory storage and shipment of most merchandise. However, in order to meet release dates for selected products and to improve inventory
management, certain merchandise is shipped directly to our stores from manufacturers and distributors. Contract carriers ship merchandise from
the distribution centers to stores, though Pacific Sales stores' merchandise is generally fulfilled directly to customers through two distribution
centers in California. Generally, U.S. Best Buy online merchandise sales are either picked up at U.S. Best Buy stores or fulfilled directly to
customers through our distribution centers.

International Segment

Our small-format The Carphone Warehouse and The Phone House stores' merchandise is shipped directly from our suppliers to our distribution
centers across Europe. Contract carriers ship merchandise from the distribution centers to stores. Stores hold the immediate stock requirement
and the distribution center in each market holds additional inventory. Our large-format Best Buy branded stores in the U.K. have distribution
methods similar to that of our U.S. Best Buy stores.

Our Canada stores' merchandise is shipped directly from our suppliers to our distribution centers in British Columbia and Ontario. Our Canada
stores are dependent upon the distribution centers for inventory storage and shipment of most merchandise. However, in order to meet release
dates for selected products and to improve inventory management, certain merchandise is shipped directly to our stores from manufacturers and
distributors. Contract carriers ship merchandise from the distribution centers to stores.

We receive our Five Star stores' merchandise at more than 40 distribution centers and warehouses located throughout the Five Star retail chain,
the largest of which is located in Nanjing, Jiangsu Province. Our Five Star stores are dependent
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upon the distribution centers for inventory storage and the shipment of most merchandise to our stores or customers. Large merchandise, such as
major appliances, is generally fulfilled directly to customers through our distribution centers and warehouses.

Merchandise for our Best Buy branded stores in China is shipped directly from our suppliers to our distribution center in Shanghai. Our

Best Buy branded stores in China are dependent upon the distribution center for inventory storage and shipment of most merchandise. However,
in order to meet release dates for selected products and to improve inventory management, certain merchandise is shipped directly to our stores
from manufacturers and distributors. In certain circumstances, merchandise is shipped directly to our customers from manufacturers and
distributors.

Our Best Buy branded stores in Mexico and Turkey have distribution methods similar to that of our U.S. Best Buy stores.
Suppliers

Our strategy depends, in part, upon our ability to offer customers a broad selection of name-brand products and, therefore, our success is
dependent upon satisfactory and stable supplier relationships. In fiscal 2011, our 20 largest suppliers accounted for just under 65% of the
merchandise we purchased, with five suppliers  Apple, Samsung, Sony, Hewlett-Packard and Toshiba representing 39% of total merchandise
purchased. The loss of or disruption in supply from any one of these major suppliers could have a material adverse effect on our revenue and
earnings. We generally do not have long-term written contracts with our major suppliers that would require them to continue supplying us with
merchandise. We have no indication that any of our suppliers plan to discontinue selling us merchandise. We have not experienced significant
difficulty in maintaining satisfactory sources of supply, and we generally expect that adequate sources of supply will continue to exist for the
types of merchandise we sell.

We operate a global sourcing office in China in order to design, develop, test and contract manufacture our own line of exclusive brand products
in association with factories in Asia.

Store Development

The addition of new stores has played a significant role in our growth and success. Our store development program has historically focused on
testing stores in new markets; adding stores within existing markets; and relocating, remodeling and expanding existing stores in order to offer
new products and services to our customers. We actively monitor our existing store portfolio, and where necessary, take steps to grow, modify,
enhance, relocate or close those stores based on our judgment of future potential returns.

In our Domestic segment, we will continue to focus on enhancing existing stores to target high growth value propositions, increasing our
presence in small-format stores like Best Buy Mobile, and moderating large-format store square footage growth. In our International segment,
store investments will focus on growth areas such as Five Star in China, as well as selectively expanding the number of Best Buy branded stores
in the relatively new markets of the U.K. and Mexico.

Domestic Segment

During fiscal 2011, we opened 134 new stores and closed seven stores in our Domestic segment. We offer Geek Squad support services and the
Best Buy Mobile store-within-a-store experience in all U.S. Best Buy stores.
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The following tables show our Domestic segment stores open at the beginning and end of each of the last three fiscal years:

U.S. Best
U.S. Buy Pacific Magnolia Geek
Best Buy Mobile Sales Audio Squad
Stores Stores Stores Video Stores Stores
Total stores at end of fiscal 2010 1,069 74 35 6 6
Stores opened 31 103
Stores closed @)) (6)
Total stores at end of fiscal 2011 1,099 177 35 6
U.S.
U.S. Best Buy Pacific Magnolia Geek
Best Buy Mobile Sales Audio Squad
Stores Stores Stores Video Stores Stores
Total stores at end of fiscal 2009 1,023 38 34 6 6
Stores opened 46 36 1
Stores closed
Total stores at end of fiscal 2010 1,069 74 35 6 6
U.S.
U.S. Best Buy Pacific Magnolia Geek
Best Buy Mobile Sales Audio Squad
Stores Stores Stores Video Stores Stores
Total stores at end of fiscal 2008 923 9 19 13 7
Stores opened 100 32 15
Stores closed 3) @) (D
Total stores at end of fiscal 2009 1,023 38 34 6 6

International Segment

During fiscal 2011, we opened 123 new stores and closed 103 stores in our International segment, primarily within our Best Buy Europe
business. We offer Geek Squad support services in all Best Buy branded stores and within select The Carphone Warehouse and The Phone
House stores in the U.K and Spain, as well as similar Connect Pro branded services in Future Shop stores. We offer the Best Buy Mobile
store-within-a-store experience in all Best Buy branded stores in Canada, with a similar Cell Shop branded concept in the majority of Future
Shop stores.

The following tables show our International segment stores open at the beginning and end of each of the last three fiscal years:

Europe Canada China Mexico  Turkey
Best Buy The Future Best Buy Best Buy Best Buy Five Best Buy Best Buy
Stores Carphone Shop Stores Mobile Stores(1) Star Stores Stores(1)
Warehouse Stores Stores Stores

11
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and The
Phone
House Stores

Total

stores at

end of

fiscal 2010 2,453 144 64 4 6 158 5
Stores

opened 6 86 2 7 6 2 12 1
Stores

closed (99) 4

Total
stores at

end of
fiscal 2011 6 2,440 146 71 10 8 166 6

ey
On February 21, 2011, we announced plans to exit the Turkey market and restructure the Best Buy branded
stores in China during fiscal 2012.
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Europe
The
Carphone
Warehouse
and The Future
Best Buy Phone Shop
Stores House Stores Stores
Total
stores at
end of
fiscal 2009 2,465 139
Stores
opened 82 5
Stores
closed (94)
Total
stores at
end of
fiscal 2010 2,453 144
Europe
The
Carphone
Warehouse
and Future
Best Buy The Phone Shop
Stores House Stores Stores

Total stores
at end of
fiscal 2008
Stores
acquired(1)
Stores
opened
Stores
closed

Total stores
at end of
fiscal 2009

(1)

Acquired on June 28

131
2,414
105 9
(54) M
2465 139
, 2008.

Canada

Best Buy
Stores

58

64

Canada

Best Buy

Stores

51

58

China Mexico
Best Buy Five
Mobile Best Buy Star Best Buy
Stores  Stores Stores Stores
3 5 164 1
1 1 6 4
(12)
4 6 158 5
China Mexico
Best Buy Five
Mobile Best Buy Star Best Buy
Stores  Stores Stores Stores
1 160
3 4 9 1
&)
3 5 164 1

Turkey

Best Buy
Stores

Turkey

Best Buy
Stores
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Fiscal 2012 Store Opening Plans

For fiscal 2012, our new store opening plans include the opening of approximately 150 Best Buy Mobile small-format stand-alone stores in the
U.S. We also plan to open 40-50 Five Star stores in growing markets in China. Finally, we plan to open approximately six to eight U.S. Best Buy
stores and approximately 18 large-format Best Buy branded stores throughout Canada, the U.K. and Mexico.

Intellectual Property

We own or have the right to use valuable intellectual property such as trademarks, service marks and tradenames, including, but not limited to,
"Best Buy," "Best Buy Mobile," "The Carphone Warehouse," "Dynex," "Five Star," "Future Shop," "Geek Squad," "Init," "Insignia,"
"Magnolia," "Napster," "Pacific Sales," "The Phone House," "Rocketfish," and our "Yellow Tag" logo.

We have secured domestic and international trademark and service mark registrations for many of our brands. We have also secured patents for
many of our inventions. We believe our intellectual property has significant value and is an important factor in the marketing of our company,
our stores, our products and our Web sites.

Seasonality

Our business, like that of many retailers, is seasonal. Historically, we have realized more of our revenue and earnings in the fiscal fourth quarter,
which includes the majority of the holiday shopping season in the U.S., Europe and Canada, than in any other fiscal quarter.
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Working Capital

We fund our business operations through a combination of available cash and cash equivalents, short-term investments and cash flows generated
from operations. In addition, our revolving credit facilities are available for additional working capital needs and investment opportunities. Our
working capital needs are typically greatest in the months leading up to the holiday shopping season as we purchase inventories in advance of
expected sales.

Customers

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

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

No material portion of our business is subject to renegotiation of profits or termination of contracts or subcontracts at the election of any
government or government agencies or affiliates.

Competition

Our primary competitors are discount chains, consumer electronics retailers including vendors who offer their products direct to the consumer,
wholesale clubs, home-improvement superstores and internet-based businesses.

We believe our dedicated and knowledgeable people, store and online experience, broad product assortment, distinct store formats and brand
marketing strategies differentiate us from our competitors by positioning our stores and Web sites as the preferred destination for new
technology and entertainment products in a fun and informative shopping environment.

Research and Development
We have not engaged in any material research and development activities during the past three fiscal years.
Environmental Matters

While seeking and discovering new and innovative ways to engage our customers in the connected world, we also strive to lessen our impact on
the environment. Our energy efficiency strategy includes end-to-end efforts to reduce energy use in our own internal operations and of the
products and services we offer our customers. And with an expanding selection of our internally developed exclusive brand products, we
continue to make efforts to provide products that use less energy, are made of non-toxic materials and are packaged in more responsible ways.

Our energy efficient practices include a centralized automated energy management system for our U.S. Best Buy stores and retail energy reports
by store. Lighting and HVAC upgrades, as well as aiming to build new stores to Leadership in Energy & Environmental Design ("LEED")
standards, are also part of our continuing efforts. These energy efficiency improvements have helped us reduce our own carbon footprint. In
calendar 2010, we set a new long-term goal of reducing our carbon dioxide emissions by 20% by 2020 (over a 2009 baseline). During calendar
2010, we reduced our total carbon dioxide emissions by approximately 0.5% in our U.S. Best Buy stores over the previous year. However, given
that our total square footage increased by 2.9% in calendar 2010, the 0.5% reduction represented a 3.2% reduction on a per square foot basis.
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Increasing consumer demand for environmentally friendly products and services has led us to provide new energy efficient products and a means
to recycle old products. We helped our U.S. Best Buy customers purchase over 22 million ENERGY STAR® qualified products in calendar
2010 and encouraged our vendors to participate in the ENERGY STAR program. The U.S. Environmental Protection Agency estimated that our
sales of these products in calendar 2010 resulted in customer savings of 1.12 billion kilowatt hours of energy, generating over $120 million in
electric utility bill savings, while preventing over 1.7 billion pounds of carbon dioxide from entering the atmosphere. As part of our strategy, we
are also investing in emerging technologies such as home energy management systems for all the connected devices in a home, renewable
energy technologies and electric transportation.

In addition, in calendar 2009, we launched a nationwide consumer electronics take-back program where customers can bring many consumer
electronics products to our stores for free recycling. This recycling program is available in all U.S. Best Buy stores. We also collect old,
inefficient appliances for recycling through a haul-away program. In fiscal 2011, our recycling program collected approximately 83 million
pounds of consumer electronics and approximately 73 million pounds of old appliances, reducing the amount of electronic waste that would
otherwise have been sent to landfills. These efforts marked an 11% increase over the 140 million combined pounds of consumer electronics and
appliances collected in fiscal 2010.

Continued efforts to be more environmentally conscious in our exclusive brands packaging focused on the use of recycled materials, non-solvent
coatings and organic inks where possible. Through a variety of opportunities, we reduced plastic usage by 745 tons and eliminated 890 tons of
PVC within our exclusive brands packaging during fiscal 2011.

We are not aware of any federal, state or local provisions which have been enacted or adopted regulating the discharge of materials into the
environment, or otherwise relating to the protection of the environment, that have materially affected, or are reasonably expected to materially
affect, our net earnings or competitive position, or have resulted or are reasonably expected to result in material capital expenditures. See

Item 1A, Risk Factors, for additional discussion.

We believe we can continue to reduce energy consumption and carbon emissions in cost effective ways that deliver value to our shareholders,
customers, employees and the communities we serve, whether it's in our own internal operations or through our work to connect customers with
more energy efficient solutions.

Number of Employees

At the end of fiscal 2011, we employed approximately 180,000 full-time, part-time and seasonal employees worldwide. We consider our
employee relations to be good. We offer our employees a wide array of company-paid benefits that vary within our company due to customary
local practices and statutory requirements, which we believe are competitive in the aggregate relative to others in our industry.

Financial Information About Geographic Areas

We operate two reportable segments: Domestic and International. Financial information regarding the Domestic and International geographic
areas is included in Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations, and Note 12, Segment and

Geographic Information, of the Notes to Consolidated Financial Statements, included in Item 8, Financial Statements and Supplementary Data,
of this Annual Report on Form 10-K.

Available Information
We are subject to the reporting requirements of the Exchange Act and its rules and regulations. The Exchange Act requires us to file reports,
proxy statements and other information with the U.S. Securities and Exchange Commission ("SEC"). Copies of these reports, proxy statements

and other information can be read and copied at:

SEC Public Reference Room
100 F Street NE
Washington, D.C. 20549
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Information on the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330. The SEC maintains a Web
site that contains reports, proxy statements and other information regarding issuers that file electronically with the SEC. These materials may be

obtained electronically by accessing the SEC's Web site at www.sec.gov.

We make available, free of charge on our Web site, our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K and amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably
practicable after we electronically file these documents with, or furnish them to, the SEC. These documents are posted on our Web site at

www.bby.com select the "Investor Relations" link and then the "SEC Filings" link.

We also make available, free of charge on our Web site, the Corporate Governance Principles of our Board of Directors ("Board") and our Code
of Business Ethics (including any amendment to, or waiver from, a provision of our Code of Business Ethics) adopted by our Board, as well as
the charters of all of our Board's committees: Audit Committee, Compensation and Human Resources Committee, Finance and Investment
Policy Committee, Global Strategy Committee and Nominating, Corporate Governance and Public Policy Committee. These documents are

posted on our Web site at www.bby.com  select the "Investor Relations" link and then the "Corporate Governance" link.
Copies of any of the above-referenced documents will also be made available, free of charge, upon written request to:

Best Buy Co., Inc.

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

Item 1A. Risk Factors.

Described below are certain risks that our management believes are applicable to our business and the industry in which we operate. There may
be additional risks that are not presently material or known. You should carefully consider each of the following risks and all other information
set forth in this Annual Report on Form 10-K.

If any of the events described below occurs, our business, financial condition, results of operations, liquidity or access to the capital markets
could be materially adversely affected. The following risks could cause our actual results to differ materially from our historical experience and
from results predicted by forward-looking statements made by us or on our behalf related to conditions or events that we anticipate may occur in
the future. The following risks should not be construed as an exhaustive list of all factors that could cause actual results to differ materially from
those expressed in forward-looking statements made by us or on our behalf. All forward-looking statements made by us or on our behalf are
qualified by the risks described below.

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

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

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

Other conditions or factors that may impact our results of operations include disruptions to the availability of content such as sporting events or
other televised content. Such disruptions may influence the demand for hardware that our customers purchase to access such content, as well as
the commissions we receive from subscription services. Accordingly, such disruptions could cause a material adverse effect on our revenue and
results of operations.

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

Our business depends, in large part, on our ability to successfully introduce new products, services and technologies to consumers, the frequency
of such introductions, the level of consumer acceptance, and the related impact on the demand for existing products, services and technologies.
Failure to accurately predict constantly changing consumer tastes, preferences, spending patterns and other lifestyle decisions, or to effectively
address consumer concerns, could have a material adverse effect on our revenue, results of operations and reputation with our customers.

Our results of operations could materially deteriorate if we fail to attract, develop and retain qualified employees.

Our performance is dependent on attracting and retaining qualified employees who are able to meet the wants and needs of our customers. We
believe our competitive advantage is providing unique end-to-end solutions for each individual customer, which requires us to have highly
trained and engaged employees. Our success depends in part upon our ability to attract, develop and retain a sufficient number of qualified
employees, including store, service and administrative personnel. The turnover rate in the retail industry is high, and qualified individuals of the
requisite caliber and number needed to fill these positions may be in short supply in some areas. Our inability to recruit a sufficient number of
qualified individuals in the future may delay planned openings of new stores or affect the speed with which we expand initiatives related to the
connected world, our exclusive brands and our international operations. Delayed store openings, significant increases in employee turnover rates
or significant increases in labor costs could have a material adverse effect on our business, financial condition and results of operations.

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

The retail business is highly competitive. We compete for customers, employees, locations, products and other important aspects of our business
with many other local, regional, national and international retailers, as well as our vendors who offer their products and services direct to the
consumer. Pressure from our competitors, some of which have greater market presence and financial resources than we do, could require us to
reduce our prices or increase our costs of doing business. Furthermore, our business model includes offering our customers packaged value
propositions that take the complexity out of managing devices, content and connectivity. Some of our vendors also continue to interact directly
with customers by embedding their services into the products we sell. As a result of this competition and potential product disintermediation, we
may experience lower revenue and/or higher operating costs, which could materially adversely affect our results of operations.

Our results of operations could materially deteriorate if we fail to maintain positive brand perception and recognition.

We operate a global portfolio of brands with a commitment to customer service and innovation. We believe that recognition and the reputation
of our brands continue to drive our growth. Damage to the perception or reputation of our brands could result in declines in customer loyalty,
lower employee morale and productivity concerns, and vendor relationship issues, and could ultimately have a material adverse effect on our

business, financial condition and results of operations.
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The failure to control our costs could have a material adverse impact on our profitability.

Consumer spending remains uncertain, which makes it more challenging for us to maintain or grow our operating income rate. As a result, we
must continue to control our expense structure. Failure to manage our labor and benefit rates, advertising and marketing expenses, operating
lease costs, other store expenses or indirect spending could delay or prevent us from achieving increased profitability or otherwise have a
material adverse impact on our results of operations.

Our liquidity may be materially adversely affected by constraints in the capital markets.

We must have sufficient sources of liquidity to fund our working capital requirements, service our outstanding indebtedness and finance
investment opportunities. Without sufficient liquidity, we could be forced to curtail our operations or we may not be able to pursue promising
business opportunities. The principal sources of our liquidity are funds generated from operating activities, available cash and cash equivalents,
and borrowings under credit facilities and other debt financings.

If our sources of liquidity do not satisfy our requirements, we may have to seek additional financing. The future availability of financing will
depend on a variety of factors, such as economic and market conditions, the availability of credit and our credit ratings, as well as the possibility
that lenders could develop a negative perception of us or the retail industry generally. If required, we may not be able to obtain additional
financing, on favorable terms, or at all.

Changes in our credit ratings may limit our access to capital markets and materially increase our borrowing costs.

In fiscal 2011, Moody's Investors Service, Inc. and Standard & Poor's Ratings Services maintained their ratings and outlook of our debt
securities at above investment grade level, while Fitch Ratings Ltd. reaffirmed its rating of our debt securities as BBB+ but raised its outlook to
stable. Subsequent to the end of fiscal 2011, Fitch Ratings Ltd. reaffirmed its rating of our debt securities, but revised its outlook to negative.

Future downgrades to our long-term credit ratings and outlook could negatively impact our access to the capital markets and the perception of us
by lenders and other third parties. Our credit ratings are based upon information furnished by us or obtained by a rating agency from its own
sources and are subject to revision, suspension or withdrawal by one or more rating agencies at any time. Rating agencies may review the ratings
assigned to us due to developments that are beyond our control, including as a result of new standards requiring the agencies to re-assess rating
practices and methodologies.

Any downgrade to our debt securities may result in higher interest costs for certain of our credit facilities and other debt financings, and could
result in higher interest costs on future financings. Further, in the event of such a downgrade, we may not be able to obtain additional financing,
if necessary, on favorable terms, or at all.

Our growth is dependent on the success of our strategies.

Our growth is dependent on our ability to identify, develop and execute our strategies. Our failure to properly deploy and utilize capital and
other resources may adversely affect our initiatives designed to assist our customers connect to a digital lifestyle, while expanding our footprint
globally. While we believe our customer centricity and connected world initiatives, as well as the pursuit of international growth opportunities,
will enable us to grow our business, misjudgments or flaws in our execution could have a material adverse effect on our business, financial
condition and results of operations.

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

Our future growth is dependent, in part, on our ability to build, buy or lease new stores. We compete with other retailers and businesses for
suitable locations for our stores. Local land use, local zoning issues, environmental regulations and other regulations applicable to the types of
stores we desire to construct may impact our ability to find suitable locations, and also influence the cost of building, buying and leasing our
stores. We also may have difficulty negotiating real estate purchase agreements and leases on acceptable terms. Failure to manage effectively
these and other similar factors will affect our ability to build, buy and lease new stores, which may have a material adverse effect on our future
profitability.

16

19



Edgar Filing: BEST BUY CO INC - Form 10-K

Table of Contents

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

We also open stores in new markets from time to time. The risks associated with entering a new market include difficulties in attracting
customers where there is a lack of customer familiarity with our brands, our lack of familiarity with local customer preferences, seasonal
differences in the market and our ability to obtain the necessary governmental approvals. In addition, entry into new markets may bring us into
competition with new competitors or with existing competitors with a large, established market presence. We cannot ensure that our new stores
will be profitably deployed. As a result, our future profitability may be materially adversely affected.

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

Our growth strategy also includes expansion via new business ventures, strategic alliances and acquisitions. Assessing a potential growth
opportunity involves extensive due diligence. However, the amount of information we can obtain about a potential growth opportunity may be
limited, and we can give no assurance that new business ventures, strategic alliances and acquisitions will positively affect our financial
performance or will perform as planned. Integrating new businesses, stores and concepts can be a difficult task. Cultural differences in some
markets into which we expand or into which we introduce new retail concepts may result in customers in those markets being less receptive than
originally anticipated. These types of transactions may divert our capital and our management's attention from other business issues and
opportunities. Further, implementing new strategic alliances or business ventures may also impair our relationships with our vendors or strategic
partners. We may not be able to successfully assimilate or integrate companies that we acquire, including their personnel, financial systems,
distribution, operations and general operating procedures. We may also encounter challenges in achieving appropriate internal control over
financial reporting in connection with the integration of an acquired company. If we fail to assimilate or integrate acquired companies
successfully, our business, reputation and operating results could suffer materially. Likewise, our failure to integrate and manage acquired
companies successfully may lead to impairment of the associated goodwill and intangible asset balances.

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

The use of individually identifiable data by our business and our business associates is regulated at the state, federal and international levels.
Increasing costs associated with information security such as increased investment in technology, the costs of compliance with consumer
protection laws and costs resulting from consumer fraud could cause our business and results of operations to suffer materially. Additionally,
the success of our online operations depends upon the secure transmission of confidential information over public networks, including the use of
cashless payments. While we have taken significant steps to protect customer and confidential information, there can be no assurance that
advances in computer capabilities, new discoveries in the field of cryptography or other developments will prevent the compromise of our
customer transaction processing capabilities and personal data. If any such compromise of our security were to occur, it could have a material
adverse effect on our reputation, operating results and financial condition. Any compromise of our data security may materially increase the
costs we incur to protect against such breaches and could subject us to additional legal risk.

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

The products we sell are sourced from a wide variety of domestic and international vendors. Our 20 largest suppliers account for just under 65%
of the merchandise we purchase. If any of our key vendors fails to supply us with products or continue to develop new technologies that create
consumer demand, we may not be able to meet the demands of our customers and our revenue could materially decline. We require all of our
vendors to comply with applicable laws,
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including labor and environmental laws, and otherwise be certified as meeting our required vendor standards of conduct. Our ability to find
qualified vendors who meet our standards and supply products in a timely and efficient manner is a significant challenge, especially with respect
to goods sourced from outside the U.S. Political or financial instability, merchandise quality issues, product safety concerns, trade restrictions,
work stoppages, tariffs, foreign currency exchange rates, transportation capacity and costs, inflation, civil unrest, natural disasters, outbreaks of
pandemics and other factors relating to foreign trade are beyond our control. These and other issues affecting our vendors could materially
adversely affect our revenue and gross profit.

Our exclusive brands products are subject to several additional product, supply chain and legal risks, which could have a material
adverse impact on our business.

Sales of our exclusive brands, which primarily include Insignia, Dynex, Init, Geek Squad and Rocketfish branded products, represent a growing
component of our revenue. Most of these products are manufactured under contract by vendors based in southeastern Asia. This arrangement
exposes us to the following additional potential risks, which could materially adversely affect our reputation, financial condition and operating
results:

We have greater exposure and responsibility to the consumer for warranty replacements and repairs as a result of product
defects, as we generally have no recourse to contracted manufacturers for such warranty liabilities;

We may be subject to regulatory compliance and/or product liability claims relating to personal injury, death or property
damage caused by such products, some of which may require us to take significant actions such as product recalls;

We may experience disruptions in the manufacturing or the logistics within the manufacturing environment in southeastern
Asia caused by inconsistent and unanticipated order patterns or if we are unable to develop long-term relationships with key

factories;

We are subject to developing and often-changing labor and environmental laws for the manufacture of products in foreign
countries and we may be unable to conform to new rules or interpretations in a timely manner;

We may be subject to claims by technology owners if we inadvertently infringe upon their patents or other intellectual
property rights, or if we fail to pay royalties owed on our products; and

We may be unable to obtain or adequately protect our patents and other intellectual property rights on our products, the new
features of our products and/or our processes.

We are subject to certain statutory, regulatory and legal developments which could have a material adverse impact on our business.

Our statutory, regulatory and legal environment exposes us to complex compliance and litigation risks that could materially adversely affect our
operations and financial results. The most significant compliance and litigation risks we face are:

The difficulty of complying with sometimes conflicting statutes and regulations in local, national or international
jurisdictions;

The impact of new or changing statutes and regulations including, but not limited to, financial reform, environmental
requirements, labor reform, health care reform, corporate governance matters and/or other as yet unknown legislation, that

could affect how we operate and execute our strategies as well as alter our expense structure;
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The impact of litigation trends, including class action lawsuits involving consumers and shareholders, and labor and
employment matters.
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Defending against lawsuits and other proceedings may involve significant expense and divert management's attention and resources from other
matters.

Changes to the National Labor Relations Act or other labor-related statutes or regulations could have a material adverse impact on our
business.

The National Labor Relations Board is considering changes to labor regulations which could significantly impact the nature of labor relations in
the U.S. and how union elections and contract negotiations are conducted. At February 26, 2011, none of our U.S. stores had employees
represented by labor unions or working under collective bargaining agreements. Changes in labor-related statutes or regulations could make it
easier for unions to be formed, and employers of newly unionized employees may face mandatory, binding arbitration of labor scheduling, costs
and standards, which could increase our costs of doing business and materially adversely affect our results of operations.

Additional legislation or rulemaking relating to environmental matters, including but not limited to, energy emissions, could have a
material adverse impact on our business.

Environmental legislation or rulemaking efforts could impose unexpected costs or impact us more directly than other companies due to our
operations as a global consumer electronics retailer with over 4,000 stores and 90 distribution centers worldwide.

Specifically, legislation that aims to control and reduce energy emissions has been considered by the U.S. Congress as well as governing bodies
internationally, particularly in Europe. Should such legislation pass, we anticipate that energy costs within our operations would increase such as
the expense to power our stores. In addition, rulemaking is being considered that could impose higher safety and compliance standards on
transporting certain goods. Any significant rulemaking could increase the cost to transport our goods. Passage of any such legislation or
rulemaking could materially adversely affect our results of operations.

Regulatory developments in the U.S. could impact the promotional financing offers available to our credit card customers and have a
material adverse impact on our revenue and profitability.

We offer promotional financing in the U.S. through credit cards issued by third party banks that manage and directly extend credit to our
customers. The cardholders can receive low- or no-interest promotional financing on qualifying purchases. Promotional financing credit card
sales accounted for 18%, 17% and 18% of our Domestic segment's revenue in fiscal 2011, 2010 and 2009, respectively.

Recent economic developments, particularly in the financial markets, have resulted in increased legislative and regulatory actions affecting
credit cards. Recently enacted legislative and regulatory changes that focus on a variety of credit-related matters, such as the Credit Card
Accountability, Responsibility and Disclosure Act of 2009 ("Credit CARD Act"), included new rules and restrictions affecting interest rates,
penalties and fees, contract terms, credit limits, billing practices and payment application. While we believe that neither the Credit CARD Act
nor other recently enacted legislation or regulation related to credit matters have had a material adverse impact on our operations to date, if
future legislative or regulatory restrictions or prohibitions arise that affect our ability to offer promotional financing and we are unable to adjust
our operations in a timely manner, our revenue and profitability may be materially adversely affected.

Changes to our credit card agreements could adversely impact our ability to facilitate the provision of consumer credit to our customers
and could materially adversely impact our results of operations.

We have agreements with third party banks for the issuance of promotional financing and customer loyalty credit cards bearing the Best Buy
brand. Under the agreements, the banks manage and directly extend credit to our customers. The banks are the sole owner of the accounts
receivable generated under the credit card programs and absorb losses associated with non-payment by the cardholders and fraudulent usage of
the accounts. We earn revenue from fees the banks pay to us based on the number of credit card accounts activated and card usage. The banks
also reimburse us for
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certain costs associated with our credit card programs. Financing fees are paid by us to the banks and are variable based on certain factors such
as the London Interbank Offered Rate ("LIBOR"), charge volume and/or the types of promotional financing offers.

Given the continuing changes in the economic and regulatory environment for banks, as well as a continuing period of consumer credit
delinquencies, banks continue to re-evaluate their lending practices and terms, including, but not limited to, the levels at which consumer credit
is granted. If any of our credit card programs ended prematurely or the terms and provisions, or interpretations thereof, were substantially
modified, our results of operations and financial condition may be materially adversely impacted.

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

We have a presence in various foreign countries including Belgium, Bermuda, Canada, China, France, Germany, Hong Kong, India, Ireland,
Japan, Luxembourg, Mexico, the Republic of Mauritius, the Netherlands, Portugal, Spain, Sweden, Switzerland, Taiwan, Turkey, Turks and
Caicos, and the U.K. During fiscal 2011, our International segment's operations generated 26% of our revenue. Our growth strategy includes
expansion of existing international markets and possible expansion into new international markets. Accordingly, our International segment's
operations may account for a larger portion of our revenue in the future. Our future operating results in these countries and in other countries or
regions throughout the world where we may operate in the future could be materially adversely affected by a variety of factors, many of which
are beyond our control, including political conditions, economic conditions, legal and regulatory constraints and foreign currency regulations.

In addition, foreign currency exchange rates and fluctuations may have an impact on our future earnings and cash flows from our International
segment's operations, and could materially adversely affect our financial performance. Moreover, the economies of some of the countries in
which we have operations have in the past suffered from high rates of