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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended August 3, 2013

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

For the transition period from to

Commission File Number: 1-9595

BEST BUY CO., INC.
(Exact name of registrant as specified in its charter)

Minnesota 41-0907483
(State. or cher jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)

7601 Penn Avenue South

Richfield, Minnesota 55423

(Address of principal executive offices) (Zip Code)

(612) 291-1000

(Registrant’s telephone number, including area code)

N/A

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

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ~

Non-accelerated filer ~ Smaller reporting company
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes " No x

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

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

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date. Common Stock, $.10 Par Value — 341,510,429 shares outstanding as of September 3, 2013.
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PART I — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BEST BUY CO., INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
($ in millions)
(Unaudited)
February 2,

August 3, 2013 2013 August 4, 2012
CURRENT ASSETS
Cash and cash equivalents $1,910 $1,826 $680
Receivables 1,188 2,704 2,135
Merchandise inventories 5,437 6,571 6,299
Other current assets 879 946 1,070
Total current assets 9,414 12,047 10,184
PROPERTY AND EQUIPMENT, NET 2,744 3,270 3,407
GOODWILL 528 528 1,342
TRADENAMES, NET 103 131 130
CUSTOMER RELATIONSHIPS, NET 74 203 221
EQUITY AND OTHER INVESTMENTS 59 86 91
OTHER ASSETS 362 522 474
TOTAL ASSETS $13,284 $16,787 $15,849

NOTE: The Consolidated Balance Sheet as of February 2, 2013, has been condensed from the audited consolidated
financial statements.

See Notes to Condensed Consolidated Financial Statements.
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BEST BUY CO., INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND EQUITY

($ in millions)

(Unaudited)
February 2,

August 3, 2013 2013 August 4, 2012
CURRENT LIABILITIES
Accounts payable $4,968 $6,951 $6,055
Unredeemed gift card liabilities 358 428 385
Accrued compensation and related expenses 343 520 464
Accrued liabilities 1,185 1,639 1,476
Accrued income taxes 130 129 7
Short-term debt — 596 519
Current portion of long-term debt 44 547 542
Total current liabilities 7,028 10,810 9,448
LONG-TERM LIABILITIES 1,017 1,109 1,125
LONG-TERM DEBT 1,634 1,153 1,165
EQUITY
Best Buy Co., Inc. shareholders’ equity
Preferred stock, $1.00 par value: Authorized — 400,000 shares; Issued
and outstanding — none o o o
Common stock, $0.10 par value: Authorized — 1.0 billion shares;
Issued and outstanding — 340,967,000, 338,276,000 and 336,530,004 34 34
shares, respectively
Additional paid-in capital 109 54 —
Retained earnings 2,930 2,861 3,395
Accumulated other comprehensive income 529 112 86
Total Best Buy Co., Inc. shareholders’ equity 3,602 3,061 3,515
Noncontrolling interests 3 654 596
Total equity 3,605 3,715 4,111
TOTAL LIABILITIES AND EQUITY $13,284 $16,787 $15,849

NOTE: The Consolidated Balance Sheet as of February 2, 2013, has been condensed from the audited consolidated
financial statements.

See Notes to Condensed Consolidated Financial Statements.
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BEST BUY CO., INC.
CONSOLIDATED STATEMENTS OF EARNINGS
($ in millions, except per share amounts)

(Unaudited)
Three Months Ended
August 3, August 4,
2013 2012
Revenue $9,300 $9,339
Cost of goods sold 6,831 7,078
Gross profit 2,469 2,261
Selling, general and administrative expenses 2,049 2,082
Restructuring charges 7 91
Operating income 413 88
Other income (expense)
Gain on sale of investments 14 —
Investment income and other 5 2
Interest expense (26 (26
Earnings from continuing operations before income tax 406 64
expense
Income tax expense 169 33
Net earnings from continuing operations 237 31
Gain (loss) from discontinued operations (Note 2), net of 1 (38
tax benefit of $38, $17, $24 and $20
Net earnings (loss) including noncontrolling interests 248 @
Net loss from discontinued operations attributable to 18 19
noncontrolling interests
Net earnings attributable to Best Buy Co., Inc. $266 $12
shareholders
Basic earnings (loss) per share attributable to Best Buy
Co., Inc. shareholders
Continuing operations $0.69 $0.09
Discontinued operations 0.09 (0.05
Basic earnings per share $0.78 $0.04
Diluted earnings (loss) per share attributable to Best Buy
Co., Inc. shareholders
Continuing operations $0.69 $0.09
Discontinued operations 0.08 (0.05
Diluted earnings per share $0.77 $0.04
Dividends declared per common share $0.17 $0.16
Weighted-average common shares outstanding (in
millions)
Basic 340.4 338.2
Diluted 344.4 338.6

See Notes to Condensed Consolidated Financial Statements.

Six Months Ended

August 3, August 4,
2013 2012

$18,680 $19,712
14,041 14,867

4,639 4,845

4,045 4,275

13 218

581 352

14 —

10 5

(53 ) (54 )
552 303

218 103

334 200

(159 ) (55 )
175 145

10 25

$185 $170

$0.98 $0.59

(0.44 ) (0.09 )
$0.54 $0.50

$0.97 $0.59

(0.43 ) (0.09 )
$0.54 $0.50

$0.34 $0.32

339.7 340.3

343.0 341.0
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BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
($ in millions)

(Unaudited)
Three Months Ended Six Months Ended
August 3, August 4, August 3, August 4,
2013 2012 2013 2012
Net earnings (loss) including noncontrolling interests $248 $(7 ) $175 $145
Foreign currency translation adjustments (41 ) (34 ) (104 ) 9
Unrealized gain (loss) on available-for-sale investments (3 ) 2 — 3
Reclassification of foreign currency translation
. . . . 654 — 654 —
adjustments into earnings due to sale of business
Reclassification of losses on available-for-sale ) . ) .
investments into earnings
Comprehensive income (loss) including noncontrolling 360 (39 ) 727 157
interests
Comprehen§ivg (income) loss attributable to (147 ) 39 (125 ) 25
noncontrolling interests
Comprehensive income attributable to Best Buy Co., Inc. $713 $— $602 $182

shareholders

See Notes to Condensed Consolidated Financial Statements.
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BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE SIX MONTHS ENDED AUGUST 3, 2013, AND AUGUST 4, 2012

($ and shares in millions)

(Unaudited)
Best Buy Co., Inc.
Additional . Accumulated Total Non-
CommorCommon _ . Retained Other .
Paid-In . . Best Buy controlling Total
Shares Stock . Earnings Comprehensive
Capital Co., Inc. Interests
Income (Loss)
Balances at February 2, 2013 338 $34 $ 54 $2.861 $ 112 $3,061 $654 $3,715
Net earnings (loss), six months
ended August 3, 2013 o o o 185 T 185 (10 ) 175
Foreign currency translation
adjustments o o o o ©3 ) 33 ) (1 ) (104 )
Unrealized gains (losses) on o o o o | | a ) —
available-for-sale investments
Sale of noncontrolling interest — — — — — — 776 ) (776 )
Reclassification of foreign
currency translation adjustments — — — — 508 508 146 654
into earnings
Reclassification of losses on
available-for-sale investments  — — — — 1 1 1 2
into earnings
Stock-based compensation — — 48 — — 48 — 48
Res‘trlcted sto‘ck vested and stock ’ o 14 o o 14 o 14
options exercised
Issuance of common stock under
— 8 — — 8 — 8
employee stock purchase plan
Tax deficit from stock options
canceled or exercised, restricted
stock vesting and employee stock o as ) — o as ) — as
purchase plan
Common stock dividends, $0.34
per share — — — (116 ) — 116 ) — (116 )
Balances at August 3, 2013 341 $34 $109 $2,930 $ 529 $3,602 $3 $3,605
Balances at March 3, 2012 341 $34 $— $3,621 $90 $3,745 $621 $4,366
Adjustment for fiscal year-end
change (Note 1) 5 — — (108 ) (16 ) (124 ) — (124 )
Balances at January 28, 2012 346 34 — 3,513 74 3,621 621 4,242
Net earnings (loss), six months
ended August 4, 2012 T o o 170 T 170 (25 ) 145
Foreign currency translation
. — — — — 9 9 — 9
adjustments
Unrealized gains on o . o . 3 3 . 3

available-for-sale investments
Stock-based compensation — — 64 — — 64 — 64
Stock options exercised

—
—_—
—_—
—
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Issuance of common stock under
employee stock purchase plan

Tax deficit from stock options
exercised, restricted stock vesting
and employee stock purchase o
plan

Common stock dividends, $0.32
per share

Repurchase and retirement of
common stock ar o — (64 ) A7) —

Balances at August 4, 2012 337 $34 $— $3,395 $ 86

_ 14 _ _

— as )@ ) —

- - = (107 ) —

See Notes to Condensed Consolidated Financial Statements.
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14 —
23 ) —
107 ) —
(237 ) —
$3,515 $596

14

(23

(107 )

(237 )
$4,111
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BEST BUY CO., INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
($ in millions)

(Unaudited)

Six Months Ended

August 3, 2013 August 4, 2012
OPERATING ACTIVITIES
Net earnings including noncontrolling interests $175 $145

Adjustments to reconcile net earnings including noncontrolling interests to total cash
provided by (used in) operating activities:

Depreciation 375 445
Amortization of definite-lived intangible assets 12 20
Restructuring charges 113 223
Loss on sale of business, net 123 —
Stock-based compensation 45 64
Deferred income taxes A3 ) (88 )
Other, net 15 21
Changes in operating assets and liabilities
Receivables 145 300
Merchandise inventories 569 512
Other assets (59 ) (139 )
Accounts payable (1,114 ) (834 )
Other liabilities (392 ) (575 )
Income taxes 15 (316 )
Total cash provided by (used in) operating activities 19 (222 )
INVESTING ACTIVITIES
Additions to property and equipment (301 ) (316 )
Purchases of investments 3 ) (11 )
Sales of investments 36 64
Proceeds from sale of business, net of cash transferred upon sale 67 25
Acquisition of business, net of cash acquired — (30 )
Change in restricted assets — 73
Other, net (2 ) —
Total cash used in investing activities (203 ) (195 )
FINANCING ACTIVITIES
Repurchase of common stock — (255 )
Borrowings of debt 2,414 592
Repayments of debt (2,021 ) (569 )
Dividends paid (116 ) (109 )
Issuance of common stock under employee stock purchase plan and for the exercise ” 15
of stock options
Other, net (7 ) (8 )
Total cash provided by (used in) financing activities 292 (334 )
EFFECT OF EXCHANGE RATE CHANGES ON CASH (24 ) 30

84 (721 )

11



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

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS BEFORE
ADJUSTMENT

ADJUSTMENT FOR FISCAL YEAR-END CHANGE (NOTE 1)

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS AFTER
ADJUSTMENT

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD
See Notes to Condensed Consolidated Financial Statements.

8

84

1,826

$1,910

202

(519

1,199

$680

12
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BEST BUY CO., INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.Basis of Presentation

Unless the context otherwise requires, the use of the terms “Best Buy,” “we,” “us,” and “our” in these Notes to Condensed
Consolidated Financial Statements refers to Best Buy Co., Inc. and its consolidated subsidiaries.

In the opinion of management, the accompanying condensed consolidated financial statements contain all adjustments
necessary for a fair presentation as prescribed by accounting principles generally accepted in the United States
(“GAAP”). All adjustments were comprised of normal recurring adjustments, except as noted in these Notes to
Condensed Consolidated Financial Statements.

Sale of Best Buy Europe

During the first quarter of fiscal 2014, we entered into a definitive agreement with Carphone Warehouse Group plc
("CPW") to sell our 50% ownership interest in Best Buy Europe to CPW. On June 26, 2013, the sale was completed.
As a result, beginning in the first quarter of fiscal 2014, Best Buy Europe is presented as discontinued operations and
its results of operations are included in discontinued operations. Prior periods presented have been retrospectively
adjusted accordingly. See Note 2, Discontinued Operations, for further information.

On June 21, 2013, we filed a Current Report on Form 8-K (the “June 21 Form 8-K”) to recast certain financial
information included in our Transition Report on Form 10-K for the transition period from March 4, 2012, to February
2, 2013, to reflect the results of Best Buy Europe as discontinued operations.

Description of Business

Historically, we have realized more of our revenue and a large portion of our earnings in the fiscal fourth quarter,
which includes the majority of the holiday shopping season in the U.S., Canada and Mexico, than in any other fiscal
quarter. Due to the seasonal nature of our business, interim results are not necessarily indicative of results for the
entire fiscal year. The interim financial statements and the related notes in this Quarterly Report on Form 10-Q should
be read in conjunction with the consolidated financial statements and related notes included in our Transition Report
on Form 10-K for the fiscal year ended February 2, 2013, and the recast financial information included in the June 215t
Form 8-K. The first six months of fiscal 2014 and fiscal 2013 included 26 weeks and 27 weeks, respectively.

Beginning in the first quarter of fiscal 2013, we changed our fiscal year-end from the Saturday nearest the end of
February to the Saturday nearest the end of January. As a result of this change, our fiscal year 2013 was an 11-month
transition period ending on February 2, 2013. The results for the six months ended August 4, 2012, include our fiscal
month ended March 3, 2012, for operations that are not reported on a lag (primarily our Domestic segment and
Canadian operations), which were also included in our results for the fiscal year ended March 3, 2012, included in our
fiscal 2012 Form 10-K. See Note 2, Fiscal Year-end Change, in the Notes to Consolidated Financial Statements
included in our Transition Report on Form 10-K for the fiscal year ended February 2, 2013, and the recast financial
information included in the June 215t Form 8-K, for additional information regarding our fiscal year-end change.

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 China and Mexico operations on a one-month lag. Our policy
is to accelerate recording the effect of events occurring in the lag period that significantly affect our consolidated
financial statements. No such events were identified for this period.

13
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In preparing the accompanying condensed consolidated financial statements, we evaluated the period from August 4,
2013, through the date the financial statements were issued, for material subsequent events requiring recognition or
disclosure. Other than the matter described in Note 13, Contingencies, no such events were identified for this period.
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2.Discontinued Operations

On June 26, 2013, we completed the sale of our 50% ownership interest in Best Buy Europe to CPW in return for the
following consideration upon closing: net cash of £341 million ($526 million); £80 million ($123 million) of ordinary
shares of CPW; £25 million ($39 million), plus 2.5% interest, to be paid by CPW on June 26, 2014; and £25 million
($39 million), plus 2.5% interest, to be paid by CPW on June 26, 2015. We subsequently sold the ordinary shares of
CPW for $123 million on July 3, 2013.

The composition of assets and liabilities disposed of on June 26, 2013, as a result of the sale of Best Buy Europe was
as follows ($ in millions):
June 26, 2013

Cash and cash equivalents $597
Receivables 1,295
Merchandise inventories 554
Other current assets 168
Property and equipment, net 159
Other assets 316
Total assets 3,089
Accounts payable 790
Short-term debt 973
Other current liabilities 1,145
Long-term liabilities 65
Total liabilities 2,973

Discontinued operations are comprised of: (i) Napster operations within our Domestic segment; (ii) large-format Best
Buy branded store operations in China within our International segment; and (iii) Best Buy Europe operations within
our International segment. The presentation of discontinued operations has been retrospectively applied to all prior
periods presented.

The financial results of discontinued operations for the three and six months ended August 3, 2013, and August 4,
2012, were as follows ($ in millions):

Three Months Ended Six Months Ended
August3, August4, August 3, August 4,
2013 2012 2013 2012
Revenue $1,252 $1,209 $2,682 $2,453
Restructuring charges) 47 (1 ) 100 5
Loss from discontinued operations before income tax (51 ) (53 ) (235 ) (72 )
benefit
Income tax benefit? 38 17 24 20
Gain on sale of discontinued operations 24 — 52 —
Equity in loss of affiliates — 2 ) — A3 )
Net gain (lqss) from discontinued operations, including 1 38 ) (159 ) (55 )
noncontrolling interests
Net loss frqm d}scontlnued operations attributable to 18 19 10 75
noncontrolling interests
$29 $(19 ) $(149 ) $(30 )

15
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Net gain (loss) from discontinued operations attributable to
Best Buy Co., Inc. shareholders

1y See Note 6, Restructuring Charges, for further discussion of the restructuring charges associated with discontinued
operations.
Income tax benefit for the three months ended August 3, 2013, includes a $27 million benefit related to a tax
allocation between continuing and discontinued operations. The fiscal 2014 effective tax rate for discontinued
operations differs from the statutory tax rate primarily due to the previously mentioned tax allocation, restructuring

@ charges and the impairment of our investment in Best Buy Europe. The restructuring charges and impairment
generally included no related tax benefit. The deferred tax assets related to the restructuring charges generally
resulted in an increase in the valuation allowance in an equal amount, of which the investment impairment is not
tax deductible.

10
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3.Investments

Investments were comprised of the following ($ in millions):

August 3,2013  Leoruary 2, August 4, 2012
2013
Equity and other investments
Debt securities (auction rate securities) $16 $21 $22
Marketable equity securities 4 27 3
Other investments 39 38 66
Total equity and other investments $59 $86 $91

Debt Securities

Our debt securities are comprised of auction rate securities (“ARS”). We classify our investments in ARS as
available-for-sale and carry them at fair value. Due to persistent failed auctions and the uncertainty of when these
investments could be liquidated at par, we have classified all of our investments in ARS as non-current assets within
Equity and Other Investments in our Condensed Consolidated Balance Sheets as of August 3, 2013, February 2, 2013,
and August 4, 2012. At August 3, 2013, our entire remaining ARS portfolio of five investments, comprised primarily
of student loan bonds with an aggregate par value of $17 million, was subject to failed auctions.

We sold $5 million of ARS at par during the second quarter of fiscal 2014. We do not intend to sell our remaining
ARS until we can recover the full principal amount. In addition, we do not believe it is more likely than not that we
would be required to sell our remaining ARS until we can recover the full principal amount based on our other sources
of liquidity. We evaluated our entire ARS portfolio of $17 million (par value) for impairment at August 3, 2013, based
primarily on the methodology described in Note 4, Fair Value Measurements. As a result of this review, we
determined that the fair value of our ARS portfolio at August 3, 2013 was $16 million. Accordingly, a $1 million
pre-tax unrealized loss is recognized in accumulated other comprehensive income.

We had $0 million, $1 million, and $1 million of unrealized loss, net of tax, recorded in accumulated other
comprehensive income at August 3, 2013, February 2, 2013, and August 4, 2012, respectively, related to our
investments in debt securities.

Marketable Equity Securities

We invest in marketable equity securities and classify them as available-for-sale. Investments in marketable equity
securities are classified as non-current assets within Equity and Other Investments in our Condensed Consolidated
Balance Sheets and are reported at fair value based on quoted market prices. Our investments in marketable equity
securities were $4 million, $27 million, and $3 million at August 3, 2013, February 2, 2013, and August 4, 2012,
respectively.

We review all investments for other-than-temporary impairment at least quarterly or as indicators of impairment exist.
Indicators of impairment include the duration and severity of the decline in fair value, as well as the intent and ability
to hold the investment to allow for a recovery in the market value of the investment. In addition, we consider
qualitative factors that include, but are not limited to: (i) the financial condition and business plans of the investee,
including its future earnings potential; (ii) the investee’s credit rating; and (iii) the current and expected market and
industry conditions in which the investee operates. If a decline in the fair value of an investment is deemed by
management to be other-than-temporary, the cost basis of the investment is written down to fair value, and the amount
of the write-down is included in net earnings.

17
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All unrealized holding gains or losses related to our investments in marketable equity securities are reflected net of tax
in accumulated other comprehensive income in shareholders’ equity. The total unrealized gain, net of tax, included in
accumulated other comprehensive income was $1 million, $3 million, and $1 million at August 3, 2013, February 2,
2013, and August 4, 2012, respectively.

Other Investments

The aggregate carrying values of investments accounted for using either the cost method or the equity method at
August 3, 2013, February 2, 2013, and August 4, 2012 were $39 million, $38 million, and $66 million, respectively.

11
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4.Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants
on the measurement date. To measure fair value, we use a three-tier valuation hierarchy based upon observable and
non-observable inputs:

Level 1 — Unadjusted quoted prices that are available in active markets for the identical assets or liabilities at the
measurement date.

Level 2 — Significant other observable inputs available at the measurement date, other than quoted prices included in
Level 1, either directly or indirectly, including:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets in non-active markets;

dnputs other than quoted prices that are observable for the asset or liability; and

dnputs that are derived principally from or corroborated by other observable market data.

Level 3 — Significant unobservable inputs that cannot be corroborated by observable market data and reflect the use of
significant management judgment. These values are generally determined using pricing models for which the
assumptions utilize management’s estimates of market participant assumptions.

Assets and Liabilities Measured at Fair Value on a Recurring Basis

The fair value hierarchy requires the use of observable market data when available. In instances where the inputs used
to measure fair value fall into different levels of the fair value hierarchy, the fair value measurement has been
determined based on the lowest level input that is significant to the fair value measurement in its entirety. Our
assessment of the significance of a particular item to the fair value measurement in its entirety requires judgment,
including the consideration of inputs specific to the asset or liability. The following tables set forth by level within the
fair value hierarchy, our financial assets and liabilities that were accounted for at fair value on a recurring basis at
August 3, 2013, February 2, 2013, and August 4, 2012, according to the valuation techniques we used to determine
their fair values ($ in millions).

Fair Value Measurements

Using Inputs Considered as

Quoted Prices  Significant

. . Significant
Fair Value at - Active Other Ufobservable
Markets for Observable
August 3, 2013 . Inputs
Identical Assets Inputs (Level 3)
(Level 1) (Level 2)
ASSETS
Cash and cash equivalents
Money market funds $334 $334 $— $—
Other current assets
Foreign currency derivative instruments 1 — 1 —
Equity and other investments
Auction rate securities 16 — — 16
Marketable equity securities 4 4 — —

19
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ASSETS

Cash and cash equivalents

Money market funds

Other current assets

Foreign currency derivative instruments
Equity and other investments

Auction rate securities

Marketable equity securities

ASSETS

Other current assets

Money market funds (restricted assets)
U.S. Treasury bills (restricted assets)
Equity and other investments

Auction rate securities

Marketable equity securities

LIABILITIES
Accrued liabilities
Foreign currency derivative instruments

Fair Value at
February 2,
2013

$520

21
27

Fair Value at
August 4, 2012

$62
30

22

2

Fair Value Measurements
Using Inputs Considered as
Quoted Prices  Significant
in Active Other
Markets for Observable
Identical Assets Inputs

(Level 1) (Level 2)
$520 $—
— 1

27 —

Fair Value Measurements
Using Inputs Considered as
Quoted Prices  Significant
in Active Other
Markets for Observable
Identical Assets Inputs

(Level 1) (Level 2)
$62 $—

30 —

3 _

— 2

Significant
Unobservable
Inputs

(Level 3)

$—

21

Significant
Unobservable
Inputs

(Level 3)

$—

22

The following tables provide a reconciliation between the beginning and ending balances of items measured at fair
value on a recurring basis in the tables above that used significant unobservable inputs (Level 3) for the three and six
months ended August 3, 2013, and the three and five months ended August 4, 2012 ($ in millions).

Balances at May 4, 2013
Sales
Balances at August 3, 2013

Debt securities-

Auction rate securities only

Student loan  Municipal

bonds revenue bonds
$19 $2
© ) —
$14 $2

Debt securities-

Auction rate securities only

Student loan  Municipal

Total

$21
@ )
$16

Total
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bonds revenue bonds
Balances at February 2, 2013 $19 $2 $21
Sales 5 ) — 5
Balances at August 3, 2013 $14 $2 $16
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Debt securities-
Auction rate securities only
Student loan  Municipal

bonds revenue bonds Total
Balances at May 5, 2012 $64 $2 $66
Changes in unrealized losses included in other comprehensive income 3 — 3
Sales 47 ) — 47 )
Balances at August 4, 2012 $20 $2 $22

Debt securities-

Auction rate securities only

Student loan  Municipal Total

bonds revenue bonds
Balances at March 3, 2012 $80 $2 $82
Changes in unrealized losses included in other comprehensive income 4 — 4
Sales (64 ) — (64 )
Balances at August 4, 2012 $20 $2 $22

The following methods and assumptions were used to estimate the fair value of each class of financial instrument:

Money Market Funds. Our money market fund investments that are traded in an active market were measured at fair
value using quoted market prices and, therefore, were classified as Level 1.

U.S. Treasury Bills. Our U.S. Treasury bills were classified as Level 1 as they trade with sufficient frequency and
volume to enable us to obtain pricing information on an ongoing basis.

Foreign Currency Derivative Instruments. Comprised primarily of foreign currency forward contracts and foreign
currency swap contracts, our foreign currency derivative instruments were measured at fair value using readily
observable market inputs, such as quotations on forward foreign exchange points and foreign interest rates. Our
foreign currency derivative instruments were classified as Level 2 as these instruments are custom, over-the-counter
contracts with various bank counterparties that are not traded in active markets.

Auction Rate Securities. Our investments in ARS were classified as Level 3 as quoted prices were unavailable due to
events described in Note 3, Investments. Due to limited market information, we utilized a discounted cash flow (“DCF’’)
model to derive an estimate of fair value. The unobservable inputs and assumptions we used in preparing the DCF
model included estimates with respect to the amount and timing of future interest and principal payments, forward
projections of the interest rate benchmarks, the probability of full repayment of the principal considering the credit
quality and guarantees in place, and the rate of return required by investors to own such securities given the current
liquidity risk associated with ARS. Changes in these unobservable inputs are not likely to have a significant impact on
the fair value measurement of our ARS.

Marketable Equity Securities. Our marketable equity securities were measured at fair value using quoted market
prices. They were classified as Level 1 as they trade in active markets for which closing stock prices are readily
available.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

Assets and liabilities that are measured at fair value on a nonrecurring basis relate primarily to our tangible fixed
assets, goodwill and intangible assets, which are remeasured when the fair value is below carrying value on our
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Condensed Consolidated Balance Sheets. For these assets, we do not periodically adjust carrying value to fair value
except in the event of impairment. When we determine that impairment has occurred, the carrying value of the asset is
reduced to fair value and the difference is recorded within Operating Income in our Consolidated Statements of
Earnings.

14

24



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

Table of Contents

With the exception of fixed asset impairments associated with our agreement to sell our interest in Best Buy Europe
and our restructuring activities described in Note 6, Restructuring Charges, we had no significant remeasurements of
such assets or liabilities to fair value during the six months ended August 3, 2013, and August 4, 2012.

The following table summarizes the fair value remeasurements recorded during the six months ended August 3, 2013,
and August 4, 2012 ($ in millions):

Six Months Ended Six Months Ended
August 3, 2013 August 4, 2012
Remaining Remaining
Impairments Net Carrying Impairments Net Carrying
Value Value
Continuing operations
Property and equipment $3 $— $29 $—
Discontinued operations(!
Property and equipment(® 220 — — —
Tradename 4 — — —
Total discontinued operations $224 $— $— $—

(1) Property and equipment and tradename impairments associated with discontinued operations are recorded within
Gain (loss) from discontinued operations in our Consolidated Statements of Earnings.
Includes the $175 million impairment to write down the book value of our investment in Best Buy Europe to fair
@ value. Upon completion of the sale of Best Buy Europe as described in Note 2, Discontinued Operations, the
remaining net carrying values of all assets have been reduced to zero.

The fair value remeasurements included in the table above were based on significant unobservable inputs (Level 3).
Fixed asset and tradename fair values were derived using a DCF model to estimate the present value of net cash flows
that the asset or asset group was expected to generate. The key inputs to the DCF model generally included our
forecasts of net cash generated from revenue, sales proceeds, expenses and other significant cash outflows, such as
capital expenditures, as well as an appropriate discount rate. In the case of these specific assets, for which their
impairment was the result of restructuring activities, no future cash flows have been assumed as the assets will cease
to be used and expected sale values are nominal.

Fair Value of Financial Instruments

Our financial instruments, other than those presented in the disclosures above, include cash, receivables, other
investments, accounts payable, other payables, and short- and long-term debt. The fair values of cash, receivables,
accounts payable, other payables, and short-term debt approximated carrying values because of the short-term nature
of these instruments. If these instruments were measured at fair value in the financial statements, they would be
classified as Level 1 in the fair value hierarchy. Fair values for other investments held at cost are not readily available,
but we estimate that the carrying values for these investments approximate fair value. See Note 7, Debt, for
information about the fair value of our long-term debt.

5.Goodwill and Intangible Assets

The changes in the carrying values of goodwill and indefinite-lived tradenames by segment were as follows for the six
months ended August 3, 2013, and the five months ended August 4, 2012 ($ in millions):

Goodwill Indefinite-lived Tradenames

Domestic International Total Domestic International Total
Balances at February 2, 2013 $528 $— $528 $19 $112 $131

— — — — (2 ) (2 )
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exchange rates

Sale of Best Buy Europe
Impairments

Balances at August 3, 2013
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$528 $— $528 $19

(22
4
$84

) (22

) (4
$103
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Goodwill Indefinite-lived Tradenames
Domestic International Total Domestic International Total
Balances at March 3, 2012 $516 $819 $1,335 $19 $111 $130
eCilczﬁl;g;les in foreign currency o 7 ) (7 )y — o L
ge rates
Acquisitions 14 — 14 — — —
Balances at August 4, 2012 $530 $812 $1,342 $19 $111 $130

The following table provides the gross carrying amount of goodwill and cumulative goodwill impairment losses ($ in
millions):
August 3, 2013

February 2, 2013 August 4, 2012

Gross . Gross ) Gross )
. Cumulative ) Cumulative ) Cumulative
Carrying Impairment(D Carrying Impairment Carrying Impairment
Amount() P Amount P Amount P
Goodwill $1,412 $ (884 ) $2,608 $(2,080 ) $2,603 $(1,261 )

(1) Excludes the gross carrying amount and cumulative impairment related to Best Buy Europe, which was sold during
the quarter ended August 3, 2013.

The following table provides the gross carrying amount and accumulated amortization of definite-lived intangible
assets ($ in millions):
August 3, 2013

February 2, 2013 August 4, 2012

Gross. Accumulated Gross' Accumulated Gross‘ Accumulated
Carrying oy Carrying .. Carrying .
| Amortization Amortization Amortization
Amount() Amount Amount
Customer relationships $83 $ O ) $475 $(272 ) $465 $(244 )

(1) Excludes the gross carrying amount and accumulated amortization related to Best Buy Europe, which was sold
during the quarter ended August 3, 2013.

Total amortization expense for the three months ended August 3, 2013, and August 4, 2012, was $7 million and $10
million, respectively, of which $6 million and $8 million, respectively, has been included in the results of discontinued
operations. Total amortization expense for the six months ended August 3, 2013, and August 4, 2012, was $12 million
and $20 million, respectively, of which $9 million and $17 million, respectively, has been included in the results of
discontinued operations. The estimated future amortization expense for identifiable intangible assets is as follows ($ in
millions):

Fiscal Year

Remainder of fiscal 2014 $3
2015 6
2016 6
2017 6
2018 6
Thereafter 47
16
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6.Restructuring Charges
Summary

Restructuring charges incurred in the six months ended August 3, 2013, and August 4, 2012, for our restructuring
activities were as follows ($ in millions):

Six Months Ended

August 3, 2013 August 4, 2012
Continuing operations

Renew Blue $21 $—
Fiscal 2013 U.S. restructuring (8 ) 224
Fiscal 2012 restructuring — 6
Fiscal 2011 restructuring — (12 )
Total 13 218
Discontinued operations

Fiscal 2013 Europe restructuring 95 —
Fiscal 2012 restructuring 5 3
Fiscal 2011 restructuring — 2
Total (Note 2) 100 5
Total $113 $223
Renew Blue

In the fourth quarter of fiscal 2013, we began implementing initiatives intended to reduce costs and improve operating
performance. These initiatives included focusing on core business activities, reducing headcount and optimizing our
real estate portfolio. These cost reduction initiatives represent one of the six Renew Blue priorities for fiscal 2014. We
incurred $21 million of restructuring charges related to Renew Blue initiatives during the first six months of fiscal
2014, primarily comprised of employee termination benefits, facility closure costs, and property and equipment
impairments. We expect to continue to implement Renew Blue initiatives throughout fiscal 2014, as we further
analyze our operations and strategies.

All restructuring charges related to this program are from continuing operations and are presented in Restructuring
charges in our Consolidated Statements of Earnings. The composition of the restructuring charges we incurred for this
program in the six months ended August 3, 2013, as well as the cumulative amount incurred through August 3, 2013,
was as follows ($ in millions):

Domestic International Total
Six Months Cumulative Six Months Cumulative Six Months Cumulative
Amount Amount Amount
Ended Ended Ended
through through through
August 3, August 3, August 3,
2013 August 3, 2013 August 3, 2013 August 3,
2013 2013 2013
Continuing operations
Inventory write-downs $— $1 $— $— $— $1
Prope‘:rty and equipment ’ 9 | 24 3 33
impairments
Termination benefits 8 54 6 15 14 69
Investment impairments — 27 — — — 27
Facility closure and other costs — 3 4 59 4 62
Total $10 $94 $11 $98 $21 $192
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The following table summarizes our restructuring accrual activity during the six months ended August 3, 2013, related
to termination benefits and facility closure and other costs associated with this program ($ in millions):

Termination Facility
Benefits Closure and Total
Other Costs

Balance at February 2, 2013 $54 $54 $108
Charges 15 9 24
Cash payments (53 ) (11 ) (64 )
Adjustments (5 ) 8 3
Changes in foreign currency exchange rates — 3 ) (3 )
Balance at August 3, 2013 $11 $57 $68

Fiscal 2013 Europe Restructuring

In the third quarter of fiscal 2013, we initiated a series of actions to restructure our Best Buy Europe operations in our
International segment intended to improve operating performance. All restructuring charges related to this program
are reported within Gain (loss) from discontinued operations in our Consolidated Statements of Earnings as a result of
the sale of our 50% ownership interest in Best Buy Europe. Refer to Note 2, Discontinued Operations. We incurred
$95 million of restructuring charges in the first six months of fiscal 2014, consisting primarily of property and
equipment impairments and employee termination benefits. Given the sale of Best Buy Europe, we do not expect to
incur additional restructuring charges related to this program.

The composition of the restructuring charges we incurred for this program in the six months ended August 3, 2013, as
well as the cumulative amount incurred through August 3, 2013, was as follows ($ in millions):

Six Months Cumulative
Ended Amount
through

August 3, 2013 August 3, 2013

Discontinued operations

Inventory write-downs $7 $7
Property and equipment impairments 45 57
Termination benefits 36 55
Tradename impairments 4 4
Facility closure and other costs 3 8
Total $95 $131

The following table summarizes our restructuring accrual activity during the six months ended August 3, 2013, related
to termination benefits and facility closure and other costs associated with this program ($ in millions):

Termination Facility
Benefits Closure and Total
Other Costs

Balance at February 2, 2013 $— $5 $5
Charges 36 2 38
Cash payments 2 ) (7 ) O )
Adjustments) (34 ) — (34 )
Balance at August 3, 2013 $— $— $—

(1) Represents the remaining liability written off as a result of the sale of Best Buy Europe, as described in Note 2,
Discontinued Operations.
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Fiscal 2013 U.S. Restructuring

In the first quarter of fiscal 2013, we initiated a series of actions to restructure operations in our Domestic segment
intended to improve operating performance. The actions included closure of 49 large-format Best Buy branded stores
in the U.S. and changes to the store and corporate operating models. The costs of implementing the changes are
primarily comprised of facility closure costs, employee termination benefits, and property and equipment (primarily
store fixtures) impairments. We recognized a reduction to restructuring charges of $8 million in the six months ended
August 3, 2013, as a result of the buyout of a lease for less than the remaining vacant space liability. In the six months
ended August 4, 2012, we incurred $224 million

18
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of charges consisting primarily of facility closure and other costs, termination benefits, and property and equipment
impairments. We do not expect to incur further material restructuring charges related to this program, with the
exception of lease payments for vacated stores which will continue until leases expire or are terminated.

The restructuring charges related to this program are from continuing operations and are presented in Restructuring
charges in our Consolidated Statements of Earnings. The composition of the restructuring charges we incurred for this
program in the six months ended August 3, 2013, and August 4, 2012, as well as the cumulative amount incurred
through August 3, 2013, was as follows ($ in millions):

Six Months Ended Cumulative
Amount
August 3, 2013 August 4, 2012 through August
3,2013
Continuing operations
Property and equipment impairments $— $27 $29
Termination benefits — 81 77
Facility closure and other costs (8 ) 116 143
Total $(8 ) $224 $249

The following table summarizes our restructuring accrual activity during the six months ended August 3, 2013, and
the five months ended August 4, 2012, related to termination benefits and facility closure and other costs associated
with this program ($ in millions):

Termination Facility
Benefits Closure and Total
Other Costs
Balance at February 2, 2013 $4 $113 $117
Charges — 3 3
Cash payments 2 ) (31 ) (33 )
Adjustments 2 ) (13 ) (15 )
Balance at August 3, 2013 $— $72 $72
Termination Facility
Benefits Closure and Total
Other Costs
Balance at March 3, 2012 $— $— $—
Charges 107 116 223
Cash payments (35 ) (2 ) (37 )
Adjustments (27 ) (6 ) (33 )
Balance at August 4, 2012 $45 $108 $153

Fiscal 2012 Restructuring

In the third quarter of fiscal 2012, we implemented a series of actions to restructure operations in our Domestic and
International segments. The actions within our Domestic segment included a decision to modify our strategy for
certain mobile broadband offerings. In our International segment, we closed our large-format Best Buy branded stores
in the U.K. and impaired certain information technology assets supporting the restructured operations. All
restructuring charges directly related to the large-format Best Buy branded stores in the U.K. are reported within Gain
(loss) from discontinued operations in our Consolidated Statements of Earnings. Refer to Note 2, Discontinued
Operations. All other restructuring charges related to this program are from continuing operations and are presented in
Restructuring charges in our Consolidated Statements of Earnings.
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We incurred $5 million of charges related to this program in the first six months of fiscal 2014, representing a change
in sublease assumptions. In the first six months of fiscal 2013, we incurred $9 million of charges, comprised primarily
of facility closure and other costs. We do not expect to incur further material restructuring charges related to this

program in either our Domestic or International segments, as we have substantially completed these restructuring
activities.
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The composition of the restructuring charges we incurred for this program in the six months ended August 3, 2013,
and August 4, 2012, as well as the cumulative amount incurred through August 3, 2013, was as follows ($ in
millions):
Domestic International Total
Six Months Ended Cumulative Six Months Ended Cumulative Six Months Ended Cumulative
Amount Amount Amount
August  August through August  August through August  August through
3,2013 4,2012 August3, 3,2013 4,2012 August3, 3,2013 4,2012 August3,

2013 2013 2013
Continuing
operations
Property and
equipment $— $1 $17 $— $— $15 $— $1 $32
impairments
Termination . L 1 _ _ — — — 1
benefits
Facility closure and 5 5 o _ _ — 5 5
other costs
Total — 6 23 — — 15 — 6 L
Discontinued
operations
InYentory L . . _ _ 11 — — 11
write-downs
Property and
equipment — — — - — 96 _ o %6
impairments
Terml‘natlon L o o _ 1 17 — 1 17
benefits
Facility closure and L . 5 ) 84 5 2 84
other costs
Total — — — 5 3 208 5 3 208
Total $— $6 $23 $5 $3 $223 $5 $9 $246

The following table summarizes our restructuring accrual activity during the six months ended August 3, 2013, and
the five months ended August 4, 2012, related to termination benefits and facility closure and other costs associated
with this program ($ in millions):

Facility
Closure and
Other Costs
Balance at February 2, 2013 $36
Cash payments 33 )
Adjustments(!) (1 )
Changes in foreign currency exchange rates 2 )
Balance at August 3, 2013 $—

Included within Adjustments is a $5 million charge related to a change in sublease assumptions, offset by a $(6)
() million adjustment to write off the remaining liability as a result of the sale of Best Buy Europe, as described in
Note 2, Discontinued Operations.
Termination  Facility Total
Benefits Closure and
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Other Costs(D)
Balance at March 3, 2012 $17 $85 $102
Charges 1 2 3
Cash payments (17 ) (77 ) (94 )
Adjustments — 34 34
Changes in foreign currency exchange rates — 2 2
Balance at August 4, 2012 $1 $46 $47

Included within Adjustments to facility closure and other costs is $34 million from the first quarter of fiscal 2013,
() representing an adjustment to exclude non-cash charges or benefits, which had no impact on our Consolidated
Statements of Earnings in the first quarter of fiscal 2013.

Fiscal 2011 Restructuring

In the fourth quarter of fiscal 2011, we implemented a series of actions to restructure operations in our Domestic and
International segments in order to improve performance and enhance customer service. The restructuring actions
included plans to improve supply chain and operational efficiencies in our Domestic segment's operations, primarily
focused on modifications to our distribution channels and exit from certain digital delivery services within our
entertainment product category. During
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the first six months of fiscal 2013, we recorded a net reduction to restructuring charges of $10 million, which related
primarily to our Domestic segment. The net reduction was largely the result of a gain recorded on the sale of a
previously impaired distribution facility and equipment during the first quarter of fiscal 2013 (previously impaired
through restructuring charges), partially offset by charges associated with the exit from certain digital delivery
services within our entertainment product category. We have completed activities under this plan.

7. Debt

Short-Term Debt

Short-term debt consisted of the following ($ in millions):

August 3, 2013 ggll’g“ary 2, August 4, 2012
U.S. revolving credit facility — 364-Day $— $— $—
U.S. revolving credit facility — 5-Year — — —
Europe revolving credit facility®) — 596 519

Canada revolving demand facility — — —
China revolving demand facilities — — —
Total short-term debt $— $596 $519
(1) Short-term debt associated with the Europe revolving credit facility is related to our Best Buy Europe operations,
which we sold on June 26, 2013, as described in Note 2, Discontinued Operations.

U.S. Revolving Credit Facility

On June 25, 2013, we entered into a $500 million 364-day senior unsecured revolving credit facility agreement (the
"364-Day Facility Agreement") with a syndicate of lenders. The 364-Day Facility Agreement replaces the previous
$1.0 billion senior unsecured revolving credit facility with a syndicate of banks, including JPMorgan acting as
administrative agent, which was originally scheduled to expire on August 30, 2013, but was terminated on June 25,
2013.

The interest rate under the 364-Day Facility Agreement is variable and is determined at the registrant's option as

either: (i) the sum of (a) the greatest of (1) JPMorgan's prime rate, (2) the federal funds rate plus 0.5%, and (3) the
one-month London Interbank Offered Rate (“LIBOR”) plus 1%, and (b) a variable margin rate (the “ABR Margin”); or (ii)
the LIBOR plus a variable margin rate (the “LIBOR Margin”). In addition, a facility fee is assessed on the commitment
amount. The ABR Margin, LIBOR Margin and the facility fee are based upon our current senior unsecured debt rating

by Standard and Poor's Rating Services and Moody's Investors Services, Inc. Under the 364-Day Facility Agreement,

the ABR Margin ranges from 0.0% to 0.6%, the LIBOR Margin ranges from 0.925% to 1.6%, and the facility fee

ranges from 0.075% to 0.275%.

Long-Term Debt

Long-term debt consisted of the following ($ in millions):

August 3, 2013 gg?g“ary 2 August 4, 2012
2013 Notes $— $500 $500
2016 Notes 349 349 349
2018 Notes 500 — —
2021 Notes 648 648 648
Financing lease obligations 109 122 136
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Capital lease obligations 71 80 73

Other debt 1 1 1
Total long-term debt 1,678 1,700 1,707

Less: current portion(! (44 ) (547 ) (542 )
Total long-term debt, less current portion $1,634 $1,153 $1,165

0 Our 2013 Notes due July 15, 2013, which were retired on July 15, 2013, are classified in the current portion of
long-term debt as of February 2, 2013, and August 4, 2012.
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2013 Notes

We retired our $500 million principal amount of notes plus accrued interest when they matured on July 15, 2013,
using available cash.

2018 Notes

On July 16, 2013, we completed the sale of $500 million principal amount of notes due August 1, 2018 (the “2018
Notes”). The 2018 Notes bear interest at a fixed rate of 5.00% per year, payable semi-annually on February 1 and
August 1 of each year, beginning on February 1, 2014. Net proceeds from the sale of the 2018 Notes were $495
million, after underwriting and issue discounts totaling $5 million.

We may redeem some or all of the 2018 Notes at any time, at a redemption price equal to the greater of (1) 100% of
the principal amount of the 2018 Notes to be redeemed and (2) the sum of the present values of each remaining
scheduled payment of principal and interest on the 2018 Notes to be redeemed discounted to the redemption date on a
semi-annual basis at the Treasury Rate plus 50 basis points.

The 2018 Notes are unsecured and unsubordinated obligations and rank equally with all of our other unsecured and
unsubordinated debt. The 2018 Notes contain covenants that, among other things, limit our ability and the ability of
our subsidiaries to incur debt secured by liens and enter into sale and lease-back transactions.

Other

The fair value of long-term debt approximated $1,673 million, $1,652 million, and $1,669 million at August 3, 2013,
February 2, 2013, and August 4, 2012, respectively, based primarily on the market prices quoted from external
sources, compared with carrying values of $1,678 million, $1,700 million, and $1,707 million, respectively. If
long-term debt was measured at fair value in the financial statements, it would be classified primarily as Level 1 in the
fair value hierarchy.

See Note 8, Debt, in the Notes to Consolidated Financial Statements included in our Transition Report on Form 10-K
for the fiscal year ended February 2, 2013, and the recast financial information included in the June 215t Form 8-K, for
additional information regarding the terms of our debt facilities, debt instruments and other obligations.

8.Derivative Instruments

We manage our transaction exposure to certain market-based risks through the use of foreign currency derivative
instruments. Our objective in holding derivatives is to reduce the volatility of net earnings and cash flows associated
with changes in foreign currency exchange rates. We do not hold or issue derivative financ