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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

MICRON TECHNOLOGY, INC.

Consolidated Statements of Operations
(Amounts in millions except per share amounts)

(Unaudited)

November 28,

November 29,

For the quarter ended 2002 2001
Net sales $ 6851 $ 4239
Cost of goods sold 722.4 636.5
Gross margin (37.3) (212.6)
Selling, general and administrative 96.4 79.9
Research and devel opment 154.5 154.5
Other operating expense 8.4 5.0
Operating loss (296.6) (452.0)
Interest income 6.4 175
Interest expense (4.9) 2.7)
Other non-operating income (expense) 0.6 (5.9
L oss before income taxes (294.5) (443.1)
Incometax (provision) benefit (21.4) 177.2
Net loss $ (3159) $ (265.9)
L oss per share:
Basic $ (0.52) $ (044
Diluted (0.52) (0.44)
Number of shares used in per share calculations:
Basic 605.2 599.2
Diluted 605.2 599.2

See accompanying notes to consolidated financial statements.



MICRON TECHNOLOGY, INC.

Consolidated Balance Sheets

(Amountsin millions except par value amounts)

(Unaudited)
November 28, August 29,

Asof 2002 2002
Assets
Cash and equivalents $ 4013 $ 398.2
Short-term investments 256.7 587.5
Receivables 4435 537.9
Inventories 574.0 545.4
Prepaid expenses 46.9 35.6
Deferred income taxes 8.9 14.2

Total current assets 1,731.3 2,118.8
Intangible assets, net 312.7 317.0
Property, plant and equipment, net 4,882.4 4,699.5
Deferred income taxes 105.5 124.8
Other assets 353.3 295.3

Total assets $ 73852 $ 7,5554
Liabilitiesand shareholders' equity
Accounts payable and accrued expenses $ 6743 $ 5541
Deferred income 254 255
Equipment purchase contracts 98.0 80.0
Current portion of long-term debt 95.8 93.1

Total current liabilities 893.5 752.7
Long-term debt 340.2 360.8
Other liabilities 71.8 75.3

Total liabilities 1,305.5 1,188.8
Commitments and contingencies
Redeemable common stock 61.7 60.2
Common stock, $0.10 par value, authorized 3.0 billion shares,

issued and outstanding 606.5 million and 602.9 million

shares, respectively 60.5 60.3
Additional capital 4,260.3 4,229.6
Retained earnings 1,695.8 2,015.5
Accumulated other comprehensive income 14 1.0

Total shareholders’ equity 6.018.0 6,306.4

Total liabilities and shareholders’ equity $ 73852 $ 75554

See accompanying notes to consolidated financial statements.



MICRON TECHNOLOGY, INC.

Consolidated Statements of Cash Flows

(Amounts in millions)
(Unaudited)

November 28,

November 29,

For the quarter ended 2002 2001
Cash flows from operating activities
Net loss $ (315.9) $ (265.9)
Adjustmentsto reconcile net loss to net cash provided by
operating activities:
Depreciation and amortization 299.9 297.6
Provision to write down inventories to estimated market values 90.8 172.8
Loss from write-down or disposition of equipment 6.7 10.7
L oss from write-down or disposition of investments 0.4 7.4
Additional capital tax effect of stock plans - 3.0
Change in operating assets and liabilities:
Decrease in receivables 94.1 496.9
Increasein inventories (119.4) (131.8)
Increase (decrease) in accounts payable and accrued expenses 35.2 (9.5
Deferred income taxes 205 (164.5)
Other (12.6) (19.4)
Net cash provided by operating activities 99.7 397.3
Cash flows from investing activities
Expenditures for property, plant and equipment (326.4) (182.6)
Purchase of available-for-sale securities (122.8) (769.7)
Proceeds from maturities of available-for-sale securities 350.8 387.2
Proceeds from sales of available-for-sale securities 46.7 133.2
Other (7.4) (46.8)
Net cash used for investing activities (59.1) (478.7)
Cash flows from financing activities
Proceeds from issuance of common stock 28.7 233
Proceeds from equipment sal e-leaseback transaction 250 -
Payments on eguipment purchase contracts (53.6) (16.7)
Repayments of debt (37.2) (36.4)
Other (0.4) -
Net cash used for financing activities (37.5) (29.8)
Net increase (decrease) in cash and equivalents 3.1 (111.2)
Cash and equivalents at beginning of period 398.2 469.1
Cash and equivalents at end of period $ 4013 $ 3579
Supplemental disclosures
Income taxes refunded, net $ 106.3 $ 5440
Interest paid, net of amounts capitalized (7.5 (3.6)
Noncash investing and financing activities:
Equipment acquisitions on contracts payable 727 26.7
Equipment acquisitions on capital leases 241 --

See accompanying notes to consolidated financial statements.



MICRON TECHNOLOGY, INC.

Notes to Consolidated Financial Statements
(All tabular amounts in millions except per share amounts)

Unaudited Interim Financial Statements

Basis of presentation: Micron Technology, Inc., and its subsidiaries (hereinafter referred to collectively asthe
“Company”) principally design, develop, manufacture and market semiconductor memory products. All significant
intercompany accounts and transactions have been eliminated. The Company’sfiscal year isthe 52 or 53-week
period ending on the Thursday closest to August 31. The Company’sfirst quarter of fiscal 2003 and 2002 ended on
November 28, 2002 and November 29, 2001, respectively. The Company’s fiscal 2002 ended on August 29, 2002.
In the opinion of management, the accompanying unaudited consolidated financial statements contain all
adjustments necessary to present fairly the consolidated financial position of the Company, and its consolidated
results of operations and cash flows.

These interim financial statements should be read in conjunction with the consolidated financial statementsand
accompanying notes included in the Company’s Form 10-K for the year ended August 29, 2002.

Recently issued accounting standards: In December 2002, the Financial Accounting Standards Board
(“FASB") issued Statement of Financial Accounting Standards (“SFAS") No. 148, “ Accounting for Stock-Based
Compensation — Transition and Disclosure — an amendment of FASB Statement No. 123.” SFAS No. 148 amends
FASB Statement No. 123, “ Accounting for Stock-Based Compensation,” to provide alternative methods of
transition for avoluntary change to the fair value based method of accounting for stock-based employee
compensation. In addition, SFAS No. 148 amends the disclosure requirements of SFAS No. 123 to require
prominent disclosuresin both annual and interim financial statements about the method of accounting for stock-
based employee compensation and the effect of the method used on reported results. SFAS No. 148 is effective for
the Company in the third quarter of 2003. The Company does not expect to effect a voluntary change in accounting
to the fair value method, and, accordingly, does not expect the adoption of SFAS No. 148 to have a significant
impact on the Company’ s future results of operations or financial position.

In November 2002, the FASB issued Interpretation No. 45, “ Guarantor’ s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” Interpretation No. 45
requires a Company, at the time it issues a guarantee, to recognize aninitial liability for the fair value of obligations
assumed under the guarantee and elaborates on existing disclosure requirements. The initial recognition
requirements of Interpretation No. 45 are effective for guarantees issued or modified after December 31, 2002 and
adoption of disclosure requirements is effective for the Company in the second quarter of 2003. The Company does
not expect the adoption of Interpretation No. 45 to have a significant impact on the Company’ s future results of
operations or financial position.

In June 2002, the FASB issued SFAS No. 146, “ Accounting for Costs Associated with Exit or Disposal
Activities.” SFAS No. 146 addresses financial accounting and reporting for costs associated with exit or disposal
activities. The adoption of SFAS No. 146 is effective for exit or disposal activities that are initiated after December
31, 2002, and nullifies Emerging Issues Task Force (“EITF"), Issue No. 94-3. The Company does not expect the
adoption of SFAS No. 146 to have asignificant impact on the Company’ s future results of operations or financial
position.

Segment infor mation: The Company has determined, based on the nature of its operations and products
offered to customers, that its only reportable segment is Semiconductor Operations. The Semiconductor Operations
segment’ s primary product is DRAM.



Supplemental Balance Sheet Information

November 28, August 29,
Receivables 2002 2002
Trade receivables $ 3785 $ 3707
Joint venture 26.5 105
Taxes other than income 15.9 239
Income taxes 135 122.2
Other 16.0 16.8
Allowance for doubtful accounts (6.9) (6.2)
$ 4435 $ 5379
November 28, August 29,
Inventories 2002 2002
Finished goods $ 2352 $ 2579
Work in process 260.0 202.2
Raw materials and supplies 1131 1124
Allowance for obsolescence (34.3) (27.1)
$ 5740 $_ 5454

In thefirst quarter of 2003, the Company recognized awrite-down of $90.8 million to record work in process
and finished goods inventories of semiconductor products at their estimated market values.

In the fourth, third, second and first quarters of 2002, the Company recognized write-downs of $173.6 million,
$25.9 million, $3.8 million and $172.8 million, respectively, to record work in process and finished goods
inventories of semiconductor products at their estimated market values.

November 28, August 29,

Property, Plant and Equipment 2002 2002
Land $ 106.3 $ 106.3
Buildings 2,259.0 2,219.8
Equiprent 6,345.0 6,024.9
Construction in progress 298.1 294.2
Software 201.0 194.6
9,209.4 8,839.8
Accumul ated depreciation (4,327.0) (4,140.3)
$438824 $4,699.5

The Company’s Lehi, Utah facility, the construction of which was initiated in 1995, is at present only partially
utilized by the Company for component test operations. As of November 28, 2002, construction in progress
included costs of $197.0 million related to its Lehi facilities, which are not ready for their intended use and are not
being depreciated. Timing for completion of the Lehi facility is dependent upon market conditions, including, but
not limited to, worldwide market supply of, and demand for, semiconductor products and the Company’ s operations,
cash flows and alternative capacity expansion opportunities. As of November 28, 2002, the Company had assetsin
Lehi with anet book value of approximately $181.5 million, which were not in use but were being depreciated.

Depreciation expense was $287.1 million and $284.8 million for the first quarter of 2003 and 2002,
respectively.



November 28, August 29,

Accounts Payable and Accrued Expenses 2002 2002
Accounts payable $ 3679 $ 2789
Salaries, wages and benefits 134.9 106.2
Taxes other than income 424 38.6
Joint venture 40.1 52.8
Other 89.0 77.6

$ 6743 $ 5541
November 28, August 29,
Debt 2002 2002

Notes payable in periodic installments through July 2015, weighted

average interest rate of 2.2% and 2.3%, respectively $ 2020 $ 2417
Subordinated notes payable, face amount of $210.0 million and

stated interest rate of 6.5%, due October 2005, with an effective

yield to maturity of 10.7%, net of unamortized discount of

$20.7 million and $22.2 million, respectively 189.3 187.8
Capital lease obligations payable in monthly installments

through December 2007, weighted average imputed interest rate

of 4.9% and 2.4%, respectively 4.7 244
436.0 453.9

L ess current portion (95.8) (93.1)
$ 3402 $ 3608

As of November 28, 2002, notes payable and capital |ease obligations of $179.4 million and $17.2 million,
respectively, were denominated in Japanese Y en and had weighted average interest rates of 1.5% and 1.8%,
respectively.

The Company has pledged $50.0 million, which isincluded in other noncurrent assets in the accompanying
consolidated balance sheet, as cash collateral for afully-drawn revolving line of credit for TECH Semiconductor
Singapore Pte. Ltd. (See “Joint Venture” note.)

In December 2002, the Company entered into financing arrangements aggregating $70.0 million payablein
periodic installments through January 2007.

Intangible Assets

November 28, 2002 August 29, 2002
Gross Gross
Carrying  Accumulated Carrying  Accumulated
Amount  Amortization Amount Amortization
Product and process technol ogy $328.8 $(100.6) $320.5 $ (91.5)
Joint venture supply arrangement 98.0 (23.0) 98.0 (20.6)
Other 150 (5.5 150 (4.9)
$4418 $(129.1) $4335 $(116.5)

During the first quarter of 2003, the Company expended $8.3 million for product and process technology with a
weighted average useful life of ten years. During thefirst quarter of 2002, the Company expended $24.9 million for
product and process technology and $3.8 million of other intangible assets with weighted average useful lives of
nine and two years, respectively.



Amortization expense for intangible assets was $12.6 million and $11.0 million for the first quarter of 2003 and
2002, respectively. Annua amortization expense for intangible assets held as of November 28, 2002 is estimated to
be $50.5 million for 2003, $47.3 million in 2004, $44.0 million in 2005, $42.1 million in 2006, and $41.2 million in
2007.

Contingencies

Asistypical in the semiconductor and other high technology industries, from time to time, others have asserted,
and may in the future assert, that the Company’ s products or its processes infringe their product or process
technology rights. The Company is currently engaged in litigation with Rambus, Inc. (“Rambus”) relating to certain
patents of Rambus and certain of the Company’s claims and defenses. Lawsuits between Rambus and the Company
are pending in the United States, Germany, France, the United Kingdom and Italy. The Company is unable to
predict the outcome of the Rambus suits or of other assertions of infringements made against the Company. A court
determination that the Company’ s manufacturing processes or products infringe the product or process rights of
others could result in significant liability and/or require the Company to make material changesto its products
and/or manufacturing processes. Any of the foregoing results could have a material adverse effect on the
Company’ s business, results of operations or financial condition.

On June 17, 2002, the Company received agrand jury subpoenafrom the U.S. District Court for the Northern
District of California seeking information regarding an investigation by the Antitrust Division of the Department of
Justice (the “D0OJ") into possible antitrust violations in the “ Dynamic Random Access Memory” or “DRAM”
industry. The Company is cooperating fully with the DOJinitsinvestigation. Subsequent to the commencement of
the DOJ investigation, 23 purported class action lawsuits were filed against the Company and other DRAM
suppliersin various federal and state courts alleging violations of the Federal Sherman Antitrust Act or California’s
Cartwright Antitrust Act and Unfair Competition Law relating to the sale and pricing of DRAM products. The
complaints seek treble damages for the alleged damages sustained by purported class members, in addition to
restitution, costs and attorneys' fees, aswell as an injunction against the allegedly unlawful conduct. The Company
is unableto predict the outcome of these suits. Based upon the Company’s analysis of the claims made and the
nature of the DRAM industry, the Company believes that class treatment of these casesis not appropriate and that
any purported injury alleged by plaintiffs would be more appropriately resolved on a customer-by-customer basis.
A court determination that the Company has violated federal or state antitrust laws could result in significant
liability and could have a material adverse effect on the Company’ s results of operations and financial condition.

The Company has accrued aliability and charged operations for the estimated costs of adjudication or
settlement, as appropriate, of asserted and unasserted contingencies existing as of the balance sheet date.

The Company is currently a party to various other legal actions arising out of the normal course of business,
none of which is expected to have a material adverse effect on the Company’sfinancial position or results of
operations.

Redeemable Common Stock

In connection with the issuance of the 1.5 million shares of common stock for the Toshiba DRAM Acquisition,
the Company granted Toshiba an option to require the Co mpany to repurchase on October 21, 2003, all of these
sharesfor $67.5 million in cash. The option expires if the closing price of the Company’s common stock is at or
above $45.05 per share for 20 consecutive trading days. The carrying value of the redeemable common stock is
accreted to its redemption amount of $67.5 million by a charge directly to retained earnings and isincluded in the
computations of earning per share. Accretion of redeemable common stock was $1.5 million in the first quarter of
2003. (See“Acquisition of Toshiba Corporation DRAM Assets’ note.)



Income Taxes

Income taxes for the first quarter of 2003 do not reflect any tax benefit from losses on the Company’ s U.S.
operations and primarily reflect taxes on the Company’ s non-U.S. operations. During the fourth quarter of 2002, the
Company recorded a valuation allowance of $347.8 million against its net deferred tax asset in accordance with
Statement of Financial Accounting Standards No. 109. Consistent with the treatment in the fourth quarter of 2002,
the Company increased the valuation allowance in the first quarter of 2003 by $144.8 million against its U.S.
deferred tax assets resulting from losses on the Company’s U.S. operations. As of November 28, 2002, the
Company’s U.S. deferred tax assets consisted primarily of $1.5 billion of U.S. net operating loss carryforwards.
Until the Company utilizes these operating loss carryforwards the income tax provision will only reflect modest
levels of taxes from the Company’ s non-U.S. operations. The Company’s effective tax rate excluding the valuation
allowance, approximating 42% in the first quarter of 2003, primarily reflectsthe U.S. statutory income tax rate, the
net effect of state taxes and the effect of income at non-U.S. tax rates.

Earnings (L oss) Per Share

Basic earnings per share is computed based on the weighted average number of common shares outstanding.
Diluted earnings per shareis computed based on the weighted average number of common shares outstanding plus
the dilutive effects of stock options and warrants. The potential common shares that were antidilutive for the first
quarter of 2003 and 2002 amounted to 120.8 million shares and 64.7 million shares, respectively. Basic and diluted
earnings per share computationsreflect the effect of accretion of redeemable common stock.

Quarter ended

November 28, November 29,
2002 2001

Net loss $ (315.9) $ (265.9)
Redeemable common stock accretion (1.5 --
Net loss available to common sharehol ders $ (317.4) $ (265.9)
Weighted average common shares outstanding — 6052 —9599.2
L oss per share:

Basic $ (0.52) $ (0.44)

Diluted (0.52) (0.44)

Comprehensive Income (L 0ss)

Comprehensive loss for the first quarter of 2003 and 2002 was $315.5 million and $260.4 million, respectively,
and included $0.4 million and $5.5 million net of tax, respectively, of net unrealized gains on investments.

Acquisition of Toshiba Corporation DRAM Assets

On April 22, 2002, the Company acquired substantially all of the assets of Toshiba Corporation’s (“ Toshiba”)
DRAM business as conducted by Dominion Semiconductor L.L.C., awholly-owned subsidiary of Toshibalocated
in Virginia (the “ Toshiba DRAM Acquisition”). Thetotal purchase price of $327.9 million included cash and 1.5
million shares of the Company’s common stock, which was valued at $58.1 million on the date of acquisition. The
purchase price was allocated to the assets acquired and liabilities assumed based on their estimated fair values. In
connection with the purchase, the Company recorded total assets of $363.3 million, including property, plant and



equipment of $292.8 million and intangible assets of $7.8 million, and total liabilities of $35.4 million. (See
“Redeemable Common Stock” note.)

Joint Venture

TECH Semiconductor Singapore Pte. Ltd. (“TECH”) is a memory manufacturing joint venture in Singapore
among Micron Technology, Inc., the Singapore Economic Development Board, Canon Inc. and Hewlett-Packard
Company. TECH’s semiconductor manufacturing facilities use the Company’ s product and process technology.
Subject to specific terms and conditions, the Company has agreed to purchase all of the products manufactured by
TECH. The Company generally purchases semiconductor memory products from TECH at prices determined
quarterly, based on a discount from average selling prices realized by the Company for the immediately preceding
quarter. The Company performs assembly and test services on product manufactured by TECH. The Company also
provides certain technology, engineering and training to support TECH. All of these transactions with TECH are
recognized as part of the net cost of products purchased from TECH. The net cost of products purchased from
TECH amounted to $60.6 million and $26.0 million for the first quarter of 2003 and 2002, respectively. In 2000, as
part of an equity capital infusion by the majority of TECH's shareholders, the Company funded TECH with $98.0
million as support for continuing the TECH supply arrangement. The Company amortizes the value of the TECH
supply arrangement on a straight-line basis over the remaining contractual life of the TECH shareholders’
agreement. Amortization expense resulting from the TECH supply arrangement, included in the cost of product
purchased from TECH, was $2.4 million and $2.6 million for the first quarter of 2003 and 2002, respectively.
Receivables from TECH were $26.5 million and payables to TECH were $40.1 million as of November 28, 2002.
Receivables from TECH were $10.5 million and payables to TECH were $52.8 million as of August 29, 2002.



Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Micron Technology, Inc., and its subsidiaries (hereinafter referred to collectively as the “Company”) principally
design, develop, manufacture and market semiconductor products.

The following discussion contains trend information and other forward-looking statements that involve a
number of risks and uncertainties. Forward-looking statementsinclude, but are not limited to, statements such as
those made in “ Critical Accounting Policies— Income Taxes” and “ Income Taxes’ regarding the modest levels of
taxes from the Company’ s non-U.S. operations; in “ Gross Margin” regarding the estimated amount of write-down
remaining ininventory at the end of the second quarter of 2003, relative gross marginson TECH productsin the
second quarter of 2003 and timing of the Company’ s transition of product and process technology into its Virginia
facility; in“ Research and Development” regarding the level of research and devel opment expense in future periods
and in“ Liquidity and Capital Resources’ regarding capital spendingin 2003. The Company’s actual results could
differ materially from the Company’s historical results and those discussed in the forward-looking statements.
Factorsthat could cause actual resultsto differ materially include, but are not limited to, those identified in
“ Certain Factors.” Thisdiscussion should beread in conjunction with the Consolidated Financial Statements and
accompanying notes and with the Company’ s Annual Report on Form 10-K for the year ended August 29, 2002. All
period references are to the Company’ sfiscal periods unless otherwiseindicated. All per share amountsare
presented on a diluted basis.

Critical Accounting Policies

The preparation of financial statements and related disclosures in conformity with United States generally
accepted accounting principles (“U.S. GAAP”) requires management to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenues, expenses and related disclosures. Estimates and judgments are
based on historical experience, forecasted future events and various other assumptions that the Company believes to
be reasonable under the circumstances. Estimates and judgments may differ under different assumptions or
conditions. The Company evaluatesits estimates and judgments on an ongoing basis. Management believesthe
critical accounting policies below are the most important to the portrayal of the Company’sfinancial condition and
results of operations and require management’ s most difficult, subjective or complex judgments.

Income taxes: The Company established a valuation allowance against its deferred tax assets arising from net
operating loss carryforwards of its U.S. operations. The Company expects that until it utilizes these operating loss
carryforwards the consolidated income tax provision will only reflect modest levels of taxes from the Company’s
non-U.S. operations. The Company evaluates the realizability of its deferred tax assets on an ongoing basisin
accordance with U.S. GAAP, which requires the assessment of the Company’ s performance and other relevant
factors when determining the need for a valuation allowance with respect to these deferred tax assets. The
Company’s ability to realize deferred tax assetsis dependent on its ability to generate future taxable income
sufficient to utilize loss carryforwards or tax credits before their expiration. In the evaluation of realizability of
deferred tax assets, factors such as recent losses are given substantially more weight than forecasted future
profitability.

The Company is required to estimate its provision for income taxes and amounts ultimately payable or
recoverable in numerous jurisdictions around the world. Such estimates involve interpretations of regulations and
are inherently very complex. Resolution of income tax treatmentsin individual jurisdictions may not be known for
many years after completion of any fiscal year.

Inventories. Inventories are stated at the lower of average cost or market value. Cost includes labor, material
and overhead costs, including product and process technology costs. Determining market value of inventories
involves judgment in that it requires the Company to project average selling prices, sales volumes for future periods
and completion costs for productsin work in process inventories. To project average selling prices and sales
volumes for future periods, the Company reviews recent sales volumes, existing customer orders, current contract
prices, industry analysis of supply and demand, seasonal factors, general economic trends and other information.
When these analyses reflect market values that are below the Company’ s costs, the Company records a charge to
cost of goods sold in advance of when the inventory isactually sold. Differencesin forecasted average selling
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prices used in calculating lower of cost or market adjustments can result in significant changes in the estimated net
realizable value of product inventories and accordingly the amount of write-down recorded. Due to the volatile
nature of the semiconductor memory industry, actual selling prices and volumes often vary significantly from
projected prices and volumes. Asaresult, the timing of when product costs are charged to operations can vary
significantly.

U.S. GAAP provides for products to be grouped into categoriesin order to compare costs to market values. The
amount of any inventory write-down can vary significantly depending on the determination of inventory categories.
A magjority of the Company’sinventory has been categorized as volatile (DRAM and SRAM) or non-volatile
(Flash). The major characteristics the Company considersin determining inventory categories are product type and
markets.

Product and process technology: Costsincurred to acquire product and process technology or to patent
technology developed by the Company are capitalized and amortized on a straight-line basis over periods currently
ranging up to 10 years. The Company capitalizes a portion of costsincurred based on its analysis of historical and
projected patent issuance rates. Capitalized product and process technology costs are amortized over the shorter of
(i) the estimated useful life of the technology, (ii) the patent term or (iii) the term of the technology agreement.

Property, plant and equipment: The Company reviews the carrying value of property, plant and equipment
for impairment when events and circumstances indicate that the carrying value of an individual asset or groups of
assets may not be recoverable from the estimated future cash flows expected to result from their use and/or eventual
disposition. In caseswhere undiscounted expected future cash flows are less than the carrying value, an impairment
loss would be recognized equal to an amount by which the carrying value exceeds the indicated fair value of the
assets. The estimation of future cash flows involves numerous assumptions which require judgment by the
Company, including, but not limited to, future use of the assets for Company operations versus sale or disposal of
the assets, future selling prices for the Company’ s products and future sales volumes.

Research and development: Costsrelated to the conceptual formulation and design of products and processes
are expensed as research and development. Determining when product development is deemed complete requires
judgment by the Company. The Company deems that development of a product is complete once the product has
been thoroughly reviewed, tested for performance and reliability and isinternally qualified for sale to customers.
Subsequent to product qualification, product costs are valued in inventory.

Contingencies. The Company is subject to the possibility of various loss contingencies. The Company
considersthe likelihood of the loss or impairment of an asset or the incurrence of aliability aswell asits ability to
reasonably estimate the amount of loss in determining loss contingencies. An estimated |oss contingency is accrued
when it is probable that aliability has been incurred or an asset has been impaired and the amount of loss can be
reasonably estimated. The Company has accrued aliability and charged operations for the estimated cost to resolve
certain litigation and other contingency matters. The Company regularly evaluates current information available to
determine whether such accrual s should be adjusted.

Results of Oper aions

First Quarter Fourth Quarter
% of net % of net % of net

2003 sales 2002 sales 2002 sales
Net sales $6851 1000 % $4239 100.0% $7480 100.0 %
Gross margin (37.3) (549)% (212.6) (50.2) % (209.2) (28.0)%
Selling, general and administrative 96.4 141 % 79.9 18.8 % 95.9 128 %
Research and development 1545 226 % 154.5 364 % 136.5 182 %
Operating loss (296.6) (43.3)% (452.0) (106.6)% (467.6) (62.5)%
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Results of operations include charges of $91 million for the first quarter of 2003, $173 million for the first
quarter of 2002 and $174 million for the fourth quarter of 2002, for write-downs of inventories to their estimated
market values. Absent the effect of these write-downs and the estimated offsetting effects of previous write-downs
of products sold in these quarters, the Company’ s operating loss would have been $345 million for the first quarter
of 2003, $592 million for the first quarter of 2002 and $337 million for the fourth quarter of 2002.

Results of operations for the first quarter of 2002 do not reflect the assets of Toshiba Corporation’s (“ Toshiba”)
DRAM operations at Dominion Semiconductor L.L.C. in Virginia, which were acquired on April 22, 2002. The
total purchase price of $328 million included cash and 1.5 million shares of the Company’s common stock. (See
“Item 1. Financial Statements— Notesto Consolidated Financial Statements— Acquisition of Toshiba Corporation
DRAM Assets.”)

Net Sales

Net salesfor thefirst quarter of 2003 decreased by 8% as compared to the fourth quarter of 2002 as aresult of a
12% decrease in average selling prices for the Company’ s semiconductor memory products. The decrease in
average selling prices reflects a decrease in average selling prices for the Company’ s Synchronous DRAM
(*SDRAM”) products, partially offset by an increase in the average selling prices for the Company’s Double Data
Rate (“DDR”) SDRAM products. SDRAM products had generally lower selling pricesthan DDR SDRAMsin the
first quarter of 2003. SDRAM products constituted approximately 60% of the first quarter sales as measured in
megabits resulting in reduced inventories of SDRAM devices. First quarter sales as measured in dollars was
comprised of 50% DDR SDRAM and 44% SDRAM as compared to 34% DDR SDRAM and 58% SDRAM in the
fourth quarter of 2002. Overall megabit sales volumes increased by 3% comparing the first quarter to the
immediately preceding quarter.

Net sales for the first quarter of 2003 increased by 62% compared to the first quarter of 2002, primarily dueto a
52% increase in average selling prices for the Company’ s semiconductor memory products and a 6% increasein
total megabits of memory sold. The increasein average selling prices reflects generally higher prices for DRAM
products as well as the Company’ s transition from SDRAM to higher priced DDR SDRAM.

GrossMargin

The Company’ s gross margin has been significantly impacted by the timing of inventory write-downs. In
recent periods, average selling prices for the Company’ s semiconductor products have been below manufacturing
costs, and accordingly the Company’ s results of operations, cash flows and financial condition have been adversely
affected. To the extent the estimated market values of products held in finished goods and work in process
inventories at aquarter end date are below the cost of these products, the Company recognizes a charge to cost of
goods sold to write down the carrying value of inventory to these estimated market values. In each of the last seven
quarters, the Company recorded charges to cost of goods sold to write down the carrying value of itsinventoriesto
their estimated market values. Asthese charges are recorded in advance of when inventory subject to the write-
down is sold, gross marginsin the period of sale are higher than they would be absent the effect of the previous
write-downs. The following table sets forth the estimated effects on gross margin from inventory write-downs:

First Quarter Fourth Quarter
% of net % of net % of net
2003 sales 2002 sales 2002 sales
Gross margin:

Asreported $(37.3) (54% $(212.6) (50.2)% $(209.2) (28.00%
Absent quarter-end write-downs and
the estimated effect of previous
write-downs $(854) (125 % $(352.2) (83.1)% $ (786) (105 %

The Company’ s gross margin for the first quarter of 2003 improved as compared to the fourth quarter of 2002
primarily due tothe effects of inventory write-downs. Absent the effects of inventory write-downs, the gross margin



for the first quarter of 2003 decreased slightly as compared to the fourth quarter of 2002 primarily due to the 12%
decrease in average selling prices for the Company’ s semiconductor memory products. The improvement in gross
margin for the first quarter of 2003 as compared to the first quarter of 2002 was primarily due to the 52% increasein
average selling prices.

Substantialy all of the $91 million inventory write-down in the first quarter of 2003 was attributable to SRAM,
Flash and SDRAM products. The write-down of SRAM and Flash products, which constituted approximately 60%
of the inventory write-down, was necessitated by the extended downturn in the telecommunications and networking
markets. Of the cumulative inventory write-downs recognized in the last seven quarters, the Company estimates
that approximately $190 million is associated with product remaining in inventory as of November 28, 2002. The
Company estimates that approximately half of this amount will remain in inventory at the end of the second quarter
of 2003. In addition to the inventory write-down, the Company also recorded a $12 million obsolescence charge
during the first quarter of 2003 on older Extended Data Output (“EDO”) DRAM.

Subject to specific terms and conditions, the Company has agreed to purchase all of the products manufactured
by itsjoint venture memory manufacturing operation, TECH Semiconductor Singapore Pte. Ltd. (“TECH”). TECH
supplied approximately 25% of the total megabits of memory produced by the Company in the first quarter of 2003,
thefirst quarter of 2002 and the fourth quarter of 2002. The Company generally purchases semiconductor products
from TECH at prices determined quarterly, based on a discount from average selling price realized by the Company
for the immediately preceding quarter. The Company performs assembly and test services on products
manufactured by TECH. The Company also provides certain technology, engineering, and training support to
TECH. All of these transactions with TECH are recognized as part of the net cost of products purchased from
TECH.

Depending on market conditions, the gross margin from the sale of TECH products may be higher or lower than
the gross margin from the sale of products manufactured by the Company’ s wholly-owned facilities. The Company
realized significantly higher gross margin percentages on sales of TECH products than for products manufactured by
itswholly-owned facilitiesin the first quarter of 2003 and 2002. The Company expects gross margins on sales of
TECH productsin the second quarter of 2003 to be higher than gross margins realized on products manufactured by
the Company’ s wholly-owned operations.

A limited amount of the Company’s production for the first quarter of 2003 was attributable to its Virginia
facility. Transition to the Company’s product and process technology in the Virginiafacility will be completed in
the second quarter of fiscal 2003. The Company expects alimited quantity of wafers using trench technology will
be produced through the third quarter of 2003 to utilize equipment acquired by the Company in the acquisition of its
Virginiafacility.

Selling, General and Administrative

Selling, general and administrative (“SG&A”) expense was flat for the first quarter of 2003 as compared to the
fourth quarter of 2002. SG& A expense increased in the first quarter of 2003 as compared to the first quarter of 2002
primarily dueto increased legal costs. (See“Notesto Financial Statements— Contingencies.”)

Research and Development

Research and development (“R&D") expenses vary primarily with the number of development wafers
processed, the cost of advanced equipment dedicated to new product and process development, and personnel costs.
Product development costs are recorded as R& D expense. Development of a product is deemed complete once the
product has been thoroughly reviewed and tested for performance and reliability and isinternally qualified for sale
to customers. R&D expense for the first quarter of 2003 was $155 million, representing a 13% increase as
compared to the fourth quarter of 2002. The Company expects R& D expense for fiscal 2003 to approximate $675
million.

The Company’s DRAM process technology research and development efforts are focused on its .11 and .095u

line-width process technologies, which are designed to facilitate the Company’ s transition to next generation
products. Additional process development work includes processes to support Flash, SRAM, CMOS imagers,
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Content Addressable Memory (“CAM”), embedded memory and new memory materials. In addition to its process
technology efforts, the Company continues to emphasi ze product designs that utilize advanced process technology.
Efforts towards the design and devel opment of new products are concentrated on the Company’s 512 Meg and 1 Gig
DDR SDRAMs, DDRII and GDDRIIlI SDRAMS, Flash and SRAM memory products, CellularRAM, embedded
memory, CAM, CMOS imagers and advanced DRAM technology products. R& D expense also reflects the cost of
the Company’ s 300-millimeter (*300mm”) pilot line.

Income Taxes

In contrast to the first quarter of 2002, income taxes for the first quarter of 2003 do not reflect any tax benefit
from losses on the Company’s U.S. operations and primarily reflect taxes on the Company’ s non-U.S. operations.
During the fourth quarter of 2002, the Company recorded a valuation allowance of $348 million against its net
deferred tax asset in accordance with Statement of Financial Accounting Standards No. 109. Consistent with the
treatment in the fourth quarter of 2002, the Company increased the valuation allowance in the first quarter of 2003
by $145 million against its U.S. deferred tax assets resulting from losses on the Company’s U.S. operations. As of
November 28, 2002, the Company’s U.S. deferred tax assets consisted primarily of $1.5 billion of U.S. net operating
loss carryforwards. Until the Company utilizes these operating |oss carryforwards the income tax provision will
only reflect modest levels of taxes from the Company’s non-U.S. operations. The Company’s effective tax rate
excluding the valuation allowance, approximating 42% in the first quarter of 2003, primarily reflects the U.S.
statutory income tax rate, the net effect of state taxes and the effect of income at non-U.S. tax rates.

Recently I ssued Accounting Standards

In December 2002, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial
Accounting Standards (“ SFAS”) No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosure —
an amendment of FASB Statement No. 123.” SFAS No. 148 amends FASB Statement No. 123, “Accounting for
Stock-Based Compensation,” to provide alternative methods of transition for avoluntary change to thefair value
based method of accounting for stock-based employee compensation. 1n addition, SFAS No. 148 amends the
disclosure requirements of SFAS No. 123 to require prominent disclosuresin both annual and interim financial
statements about the method of accounting for stock-based employee compensation and the effect of the method used
on reported results. SFAS No. 148 is effective for the Company in the third quarter of 2003. The Company does not
expect to effect avoluntary change in accounting to the fair value method, and, accordingly, does not expect the
adoption of SFAS No. 148 to have a significant impact on the Company’ s future results of operations or financial
position.

In November 2002, the FASB issued I nterpretation No. 45, “Guarantor’ s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.” Interpretation No. 45
requires a Company, at the time it issues a guarantee, to recognize an initial liability for the fair value of obligations
assumed under the guarantee and elaborates on existing disclosure requirements. The initial recognition
requirements of Interpretation No. 45 are effective for guarantees issued or modified after December 31, 2002 and
adoption of disclosure requirements is effective for the Company in the second quarter of 2003. The Company does
not expect the adoption of Interpretation No. 45 to have a significant impact on the Company’ s future results of
operations or financial position.

In June 2002, the FASB issued Statement of Financial Accounting Standards (“SFAS”) No. 146, “ Accounting
for Costs Associated with Exit or Disposal Activities.” SFAS No. 146 addresses financial accounting and reporting
for costs associated with exit or disposal activities and nullifies Emerging Issues Task Force (“EITF”) Issue No. 94-
3. The adoption of SFAS No. 146 is effective for exit or disposal activities that are initiated after December 31,
2002. The Company does not expect the adoption of SFAS No. 146 to have a significant impact on the Company’s
future results of operations or financial position.
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Liquidity and Capital Resources

Asof November 28, 2002, the Company had cash and short-term investments totaling $658 million. In
addition, other noncurrent assets on the Company’ s consolidated balance sheet include marketable investment
securities with maturities of more than one year with market values of $215 million as of November 28, 2002, and
$160 million as of August 29, 2002. During the first quarter of 2003, cash and marketable investment securities
declined by $273 million, as the Company spent $326 million for property, plant and equipment and received
income tax refunds of $109 million. The Company’s liquidity is highly dependent on overall industry demand for
semiconductor memory and average selling prices for its semiconductor products.

In the first quarter of 2003, the Company received $25 million in financing proceeds and in December 2002, the
Company received $70 million in financing proceeds which are payable in periodic installments through January
2007.

The Company believes that to develop new product and process technol ogies, support future growth, achieve
operating efficiencies and maintain product quality, it must continue to invest in manufacturing technology, facilities
and capital equipment, research and development, and product and process technology. The Company expects
capital spending to approximate $1 billion in 2003 depending on market conditions. These capital spending
estimates include expenditures for ongoing equipment upgrades, expenditures to transition the Company’s Virginia
facility to the Company’s process technology and expenditures for its 300mm pilot line. Asof November 28, 2002,
the Company had commitments extending into 2004 of approximately $320 million for the acquisition of property,
plant and equipment.

The Company has historically utilized external sources of financing to fund a portion of operations and since
April 2000 has had a shelf registration statement in place pursuant to which the Company may from timeto time
issue debt or equity securities for up to $1 billion. The Company may also seek to raise funds through issuing
securities not covered by the existing shelf registration statement, by increasing the size of the existing shelf
registration statement or pursuing other external sources of financing.

In connection with the acquisition of the Virginiafacility, the Company issued 1.5 million shares of common
stock. The Company granted Toshiba an option to require Micron to repurchase on October 21, 2003, all of these
shares for $68 million cash. The option expiresif the closing price of the Company’s common stock is at or above
$45.05 per share for 20 consecutive trading days.

TECH's existing credit facility expiresin December 2003, and TECH is currently seeking external financing of
approximately $250 million to replace its maturing loans and fund ongoing operations which may require additional
support to be provided by TECH's shareholders. The Company has pledged $50 million, which isincluded in other
noncurrent assets in the Company’ s consolidated balance sheet, as cash collateral for TECH’ sfully-drawn revolving
line of credit.

As of November 28, 2002, maturities of notes payable, future minimum lease payments under capital |eases and
minimum commitments under operating |eases were as follows:

Fiscal year Notes Capital leases  Operating leases
2003 $ 452 $ 131 $ 83
2004 55.5 15.2 7.4
2005 21.9 6.9 5.7
2006 232.0 6.2 3.8
2007 22.0 84 3.3
2008 and thereafter 354 - 27.2
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Certain Factors

In addition to the factors discussed el sewherein this Form 10-Q, the following are important factors which
could cause actual results or eventsto differ materially from those contained in any forward looking statements
made by or on behalf of the Company.

If average selling prices for our semiconductor products do not exceed our costs, we expect to incur |osses.

Average selling prices for our semiconductor products decreased by 12% in the first quarter of 2003 as
compared to the fourth quarter of 2002. In five of the last six fiscal years, we experienced the following decreases in
average selling prices for our semiconductor products: 53% in 2002, 60% in 2001, 37% in 1999, 60% in 1998 and
75%in 1997. We are unable to predict pricing conditions for any future period.

In recent quarters, average selling prices for our semiconductor products have been below our manufacturing
costs. If average selling prices are below costs in future periods, we expect to continue to incur losses on product
sales and for our results of operations, cash flows andfinancial condition to be adversely affected. To the extent the
estimated market value of products held in finished goods and work in process inventories at a quarter end dateis
below the cost of these products, we recognize a charge against operations to write down the carrying value of
inventory to market value.

If average selling prices of semiconductor products do not improve, we may not be able to gener ate sufficient
cash flows to fund our operations and make adequate capital investments.

Our cash flows from operations depend primarily on the volume of semiconductor memory sold, average selling
prices and per megabit manufacturing costs. In recent quarters, average selling prices have been below our
manufacturing costs. To develop new product and process technologies, support future growth, achieve operating
efficiencies and maintain product quality, we must make significant capital investmentsin facilities and capital
equipment, research and development, and product and process technology. Weak market conditions for the
semiconductor industry have led us to significantly reduce actual and projected expenditures. If average selling
prices do not improve, we may not be able to generate sufficient cash flows to fund our operations or make adequate
capital investments. We have historically utilized external sources of financing. However, depending on general
market and economic conditions or other factors, we may not be able to access capital markets for sufficient funds
on acceptable terms.

Increased worldwide DRAM production or lack of demand for semiconductor products could lead to further
declinesin average selling pricesfor DRAM or limit our ability to sell our products.

Thetransition to smaller geometries and 300 millimeter (“300mm”) wafers in the industry, which is expected to
occur within the next two to five years, could, depending upon the rate of transition, lead to asignificant increase in
the worldwide supply of DRAM. Increases in worldwide supply of DRAM also result from DRAM fab capacity
expansions, either by way of new facilities, increased capacity utilization or reallocation of other semiconductor
production to DRAM production. Some of our competitors may receive government support to withstand
downturnsin the semiconductor memory market and to invest in technology resulting in increased worldwide
supply. Increasesin worldwide supply of DRAM, if not offset by increasesin demand, could lead to further
declinesin average selling prices for our products and adversely affect our results of operations, cash flows and
financial condition. Inaddition, if alack of demand for semiconductor products limits our ability to sell our
inventory, our liquidity and financial position could be adversely affected.

Depressed pricing for semiconductor memory products may lead to future inventory write-downs.

Werecorded an inventory write-down of $91 million in the first quarter of 2003, and we recorded inventory
write-downs totaling $376 million in 2002 and $727 million in 2001 as a result of the significant decreasesin
average selling pricesfor our semiconductor memory products. To the extent the estimated market value of
products held in finished goods and work in process inventories at a quarter end date is below the cost of these
products, we recognize a charge to cost of goods sold to write down the carrying value of inventory to market value.
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If the growth rate of either PCssold or the amount of semiconductor memory included in each PC decr eases,
sales of our semiconductor products could decrease.

We are dependent on the personal computer (“PC”) market as most of the semiconductor products we sell are
used in PCs or peripheral products. DRAMs are the most widely used semiconductor componentsin PCs. In recent
years, the growth rate of PCs sold has slowed or declined. If we experience a sustained reduction in the growth rate
of either PCs sold or the average amount of semiconductor memory included in each PC, sales of our semiconductor
products built for those markets could decrease, and our results of operations, cash flows and financial condition
could be adversely affected.

The semiconductor memory industry is highly competitive.

We face intense competition from a number of companies, some of which are large corporations or
conglomerates (e.g. Samsung Semiconductor, Inc.) that may have greater resources to withstand downturnsin the
semiconductor memory market, invest in technology and capitalize on growth opportunities.

Current economic and political conditions may harm our business.

Global economic conditions and the effects of military or terrorist actions may cause significant disruptionsto
worldwide commerce. If these disruptions result in delays or cancellations of customer orders, adecreasein
corporate spending on information technology or our inability to effectively market, manufacture or ship our
products, our results of operations, cash flows and financial condition could be adversely affected. |n addition, our
ability to raise capital for capital expenditures, research and development and ongoing operations is dependent upon
ready accessto capital markets. During times of adverse global economic and political conditions, accessihility to
capital markets could decrease. If we are unable to access the capital markets over an extended period of time, we
may be unable to make capital expenditures, fully carry out our research and development efforts and fund
operations, which could materially adversely affect our results of operations, cash flows and financial condition.

If any one of our major PC customer s significantly reducesits purchases of DRAM from us, our results of
oper ations, cash flows and financial condition could be adver sely affected.

Approximately 80% of the Company’s sales of semiconductor products for the first quarter of 2003 was to the
computer market. Aggregate salesto two of our PC customers approximated 27% of our net salesin the first quarter
of 2003. If any one of our major PC customers significantly reduces its purchases of DRAM from us, our results of
operations, cash flows and financial condition could be adversely affected.

If our TECH joint venture experiences financial difficulty, or if our supply of semiconductor products from
TECH isdisrupted, our results of operations, cash flows and financial condition could be adver sely affected.

TECH supplied approximately 25% of our total megabits of memory produced in the first quarter of 2003, the
first quarter of 2002 and the fourth quarter of 2002. We have agreementsto purchase all of the production from
TECH subject to specific terms and conditions. Any reduction in supply could adversely affect our results of
operations, cash flows and financial condition. TECH’s existing credit facility expires in December 2003, and
TECH is currently seeking external financing to replace its maturing loans and fund ongoing operations, which may
require additional support to be provided by TECH’ s shareholders. If TECH’sfinancing efforts are unsuccessful,
we and other TECH shareholders may be requested to invest additional capital in TECH. If TECH isunable to
obtain new financing or additional capital from its shareholders, it would likely have to discontinue capital spending
and may have to alter its operations. We have pledged $50 million as cash collateral for TECH’ s fully -drawn
revolving line of credit. Asof November 28, 2002, we had remaining unamortized costs of $75 million included in
intangible assets relating to the supply arrangement to purchase product from TECH. Inthe event that our supply of
semiconductor products from TECH isreduced or eliminated, the Company may be required to write off part or all
of these assets and the Company’ s results of operations could be adversely affected.
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We may be unableto maintain or reduce per megabit manufacturing costs at the same rate as we havein the
past.

Historically, we have decreased per megabit manufacturing costs through improvements in our manufacturing
processes, including reducing the die size of our existing products. In future periods, we may be unable to maintain
our per megabit manufacturing costs or reduce costs at historical rates. Our ability to maintain or reduce per
megabit manufacturing costs in future periods may be affected by:

our ability to successfully implement product and process technology upgrades,

our manufacturing wafer output or yields, which may decrease as we implement more complex
technologies, including our transition to 300mm wafer processing, and

our ability to ramp the latest reduced die size versions of existing devices or new generation devices.

If we are unable to respond to customer demand for diversified semiconductor memory products or are
unableto do so in a cost-effective manner, we may lose market share and our results of operations may be
adver sely affected.

In recent periods, the semiconductor memory market has become relatively segmented, with diverse memory
needs being driven by the different requirements of desktop and notebook PCs, servers, workstations, handheld
devices, and communications, industrial and other applications that demand specific memory solutions. We
currently offer customers avariety of memory productsincluding DDR SDRAM, SDRAM, Flash and SRAM. In
addition, we are designing and devel oping other semi conductor products, including DDR |1, GDDR 111, reduced
latency DRAM (“RLDRAM?”), CellularRAM and ternary content addressable memory (“TCAM") aswell as CMOS
imaging sensors.

We need to dedicate significant resources to product design and devel opment to respond to customer demand for
the continued diversification of semiconductor products. If we are unable to invest sufficient resources to meet the
diverse memory needs of customers, we may lose market share. 1n addition, as we diversify our product lineswe
may encounter difficulties penetrating certain markets, particularly markets where we do not have existing
customers. If we are unable to respond to customer demand for market diversification in a cost-effective manner,
our results of operations may be adversely affected.

An adver se determination that our products and processes infringe the intellectual property rights of others
could adversely affect our results of operations, cash flows and financial condition.

Asistypical in the semiconductor and other high technology industries, from time to time, others have asserted,
and may in the future assert, that our products or processes infringe their product or process technology rights. We
are currently engaged in litigation with Rambus, Inc. (“Rambus’) relating to certain of Rambus' patents and certain
of our claims and defenses. On August 28, 2000, we filed a declaratory judgment action against Rambusin the U.S.
District Court for the District of Delaware. On February 1, 2001, we amended our complaint. Pursuant to our
amended complaint, we are seeking (1) relief under the federal antitrust laws for violations by Rambus of Section 2
of the Sherman Act; (2) adeclaratory judgment that (a) certain Rambus patents are not infringed, are invalid and/or
are unenforceable, (b) we have an implied license to Rambus' patents, and (c) Rambus is estopped from enforcing
its patents against us because of its conduct in the Joint Electron Device Engineering Council standards setting body;
and (3) damages and declaratory relief for Rambus' breach of contract, fraud, deceptive trade practices, negligent
misrepresentation, and conduct requiring the application of equitable estoppel. On February 15, 2001, Rambus filed
an answer and counterclaim denying that we are entitled to relief and has alleged willful infringement by us of eight
Rambus patents. In addition, Rambus has filed lawsuits against the Company in Italy, Germany, France and the
United Kingdom alleging infringement of certain Rambus European patents. We are unable to predict the outcome
of the Rambus suits or of other assertions of infringement that have been made, or may in the future be made against
us. A court determination that our manufacturing processes or products infringe the product or process rights of
others could result in significant liability and/or require us to make material changesto our products and/or
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manufacturing processes. Any of the foregoing results could have a material adverse effect on our business, results
of operations or financial condition.

We have a number of patent and intellectual property license agreements. Some of these license agreements
require us to make one time or periodic payments. We may need to obtain additional patent licenses or renew
existing license agreementsin the future. We are unable to predict whether these license agreements can be
obtained or renewed on acceptable terms.

Allegations of anticompetitive practices.

On June 17, 2002, we received a grand jury subpoenafrom the U.S. District Court for the Northern District of
California seeking information regarding an investigation by the Antitrust Division of the Department of Justice (the
“D0J’) into possible antitrust violations in the “ Dynamic Random Access Memory” or “DRAM” industry. We are
cooperating fully with the DOJin itsinvestigation. Subsequent to the commencement of the DOJ investigation, 23
purported class action lawsuits were filed against us and other DRAM suppliersin various federal and state courts
alleging violations of the Federal Sherman Antitrust Act or California s Cartwright Antitrust Act and Unfair
Competition Law relating to the sale and pricing of DRAM products. The complaints seek treble damages for the
alleged damages sustained by purported class members, in addition to restitution, costs and attorneys’ fees, aswell
as an injunction against the allegedly unlawful conduct. There can be no assurance that additional purported class
action lawsuits will not be filed against us, either within or without the United States. We are unable to predict the
outcome of these suits. Based upon our analysis of the claims made and the nature of the DRAM industry, we
believe that class treatment of these casesis not appropriate and that any purported injury alleged by plaintiffs would
be more appropriately resolved on a customer-by-customer basis. A court determination that the Company has
violated federal or state antitrust laws could result in significant liability and could have a material adverse effect on
our results of operations and financial condition.

We may face difficulties integrating our newly acquired Virginia facility.

On April 22, 2002, we acquired substantially all the assets of Toshiba’'s DRAM business as conducted by
Dominion Semiconductor L.L.C., awholly-owned subsidiary of Toshibalocated in Virginia. The success of these
operationsis partially dependent on our ability to operate them in a cost-effective manner. There can be no
assurance that we will successfully integrate these operations and operate them in a cost-effective manner. Until we
are able to complete the transition of our product and process technology and also significantly ramp production at
the Virginiafacility, we expect that the per megabit costs associated with products manufactured at the facility will
exceed the per megabit costs of products manufactured at our other facilities. There can be no assurance that we
will be successful in achieving the same level of manufacturing efficienciesin the Virginia facility as has been
achieved in our other manufacturing facilities.

New product development may not be successful.

We are developing new products that complement our traditional memory products or leverage their underlying
design or process technology. We anticipate expending significant resources for new semiconductor product
development over the next several years. There can be no assurance that our product development efforts will be
successful, that we will be able to cost-effectively manufacture these new products or that we will be able to
successfully market these products.

If we are unable to successfully transition our operationsto 300mm wafer manufacturing processes, our
results of operations, cash flows and financial condition could be adver sely affected.

We have in the past reduced our per megabit manufacturing costs by transitioning to larger wafer sizes. By
transitioning to larger wafers, we should be able to produce significantly more die for each wafer, resulting in
substantially reduced costs for each die. Our transition to 300mm wafer processing will require usto make
substantial capital investments, which will depend on our ability to generate funds from operations or to obtain
funds from external sources. We may al so experience disruptions in manufacturing operations and reduced yields
during our transition to larger wafer sizes. If we are unable to successfully transition to 300mm wafer processing at
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the appropriate time, we could be at a cost disadvantage with respect to our competitors and our results of
operations, cash flows and financial condition could be adversely affected.

Wefacerisksassociated with our international sales and operations that could adver sely affect our results of
operations, cash flows and financial condition.

Sales to customers outside the United States approximated 57% of our consolidated net salesin the first quarter
of 2003. In addition, we have or support manufacturing operationsin Italy, Japan, Scotland and Singapore. Our
international sales and operations are subject to avariety of risks, including:

currency fluctuations, export duties, changes to import and export regul ations, and restrictions on the
transfer of funds,

political and economic instability,

problems with the transportation or delivery of our products,

issues arising from cultural or language differences and labor unrest,

longer payment cycles and greater difficulty in collecting accounts receivable, and

compliance with trade and other lawsin avariety of jurisdictions.
These factors may adversely affect our results of operations, cash flows and financial condition.

If our manufacturing processis disrupted, our results of operations, cash flows and financial condition could
be adversely affected.

We manufacture products using highly conplex processes that require technologically advanced equipment and
continuous modification to improve yields and performance. Difficultiesin the manufacturing process can reduce
yields or disrupt production and may increase our per megabit manufacturing costs. From time to time, we have
experienced minor disruptionsin our manufacturing process as aresult of power outages. If production at a
fabrication facility is disrupted for any reason, manufacturing yields may be adversely affected or we may be unable
to meet our customers’ requirements and they may purchase products from other suppliers. Thiscould resultina
significant increase in manufacturing costs, loss of revenues or damage to customer relationships.

Disruptionsin our supply of raw materials could adversely affect our results of operations, cash flows and
financial position.

Our operations require raw materials that meet exacting standards. We generally have multiple sources of
supply for our raw materials. However, only alimited nunber of suppliers are capable of delivering certain raw
materials that meet our standards. Various factors could reduce the availability of raw materials such as silicon
wafers, photomasks, chemicals, gases, lead frames and molding compound. Shortages may occur from time to time
in the future. In addition, any transportation problems could delay our receipt of raw materials. Lead timesfor the
supply of raw materials have been extended in the past. If our supply of raw materialsis disrupted or our lead times
extended, our results of operations, cash flows and financial condition could be adversely affected.

Productsthat do not meet specifications or that contain, or are perceived by our customersto contain, defects
or that are otherwise incompatible with end uses could impose significant costs on us or otherwise adversely
affect our results of operations, cash flows and financial position.

Because the design and production process for semiconductor memory is highly comple, it is possible that we

may produce products that do not comply with customer specifications, contain defects or are otherwise
incompatible with end uses. If, despite design review, quality control and product qualification procedures,
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problems with nonconforming, defective or incompatible products occur after we have shipped such products, we
could be adversely affected in the following ways:

we may need to replace product or otherwise compensate customers for costs incurred or damages
caused by defective or incompatible product, and

we may encounter adverse publicity, which could cause a decreasein sales of our products.
We expect to make future acquisitions wher e advisable, which involve numerous risks.

We expect to make future acquisitions where we believe it is advisable to enhance our market position.
Acquisitions involve numerous risks, including:

increasing our exposure to changes in average selling prices for semiconductor memory products,
difficultiesin integrating the operations, technologies, and products of the acquired companies,
increasing capital expenditures to upgrade and maintain facilities,

increasing debt to finance any acquisition,

diverting management’ s attention from normal daily operations,

managing larger operations and facilities and employees in separate geographic areas, and

hiring and retaining key employees.

Mergers and acquisitions of high-technology companies are inherently risky, and future acquisitions may not be
successful and may materially adversely affect our results of operations, cash flows or financial condition.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Substantially all of the Company’s liquid investments and debt are at fixed interest rates; therefore, the fair
value of these instrumentsis affected by changes in market interest rates. The Company believes that the market
risk arising from its holdings of liquid investmentsis minimal as the mgjority of the Company’s investments mature
within oneyear. The carrying value of the Company’ s debt was $436 million at November 28, 2002, and $454
million at August 29, 2002. The functional currency for substantially all of the Company’s operationsisthe U.S.
dollar. The Company held aggregate cash and other assetsin foreign currency valued at approximately U.S. $204
million as of November 28, 2002, and U.S. $220 million as of August 29, 2002 (including deferred tax assets
denominated in Japanese Y en valued at approximately U.S. $145 million as of November 28, 2002 and U.S. $165
million as of August 29, 2002). The Company also held aggregate foreign currency liabilities valued at
approximately U.S. $456 million as of November 28, 2002, and U.S. $434 million as of August 29, 2002, (including
debt denominated in Japanese Y en valued at approximately U.S. $197 million as of November 28, 2002, and U.S.
$233 million as of August 29, 2002). Foreign currency receivables and payables are comprised primarily of
Japanese Y en, Euros, Singapore Dollars and British Pounds.

Item 4. Controlsand Procedures

As of adate within the 90-day period prior to the filing date of this report, an evaluation was carried out under
the supervision and with the participation of the Company’s management, including its Chief Executive Officer and
Chief Financial Officer, of the effectiveness of the design and operation of the Company’ s disclosure controls and
procedures (as defined in Rule 13a-14 and 15d-14 under the Securities Exchange Act of 1934). Based upon that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that those disclosure controls and
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procedures were adequate to ensure that material information required to be disclosed by the Company in the reports
that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time
periods specified in the Commission’ srules and forms.

There were no significant changes in the Company’ sinternal controlsor in other factors that could significantly
affect these control s subsequent to the date of their evaluation. There were no significant deficiencies or material
weaknesses noted during the evaluation, and therefore no corrective actions were taken.

PartIl. OTHER INFORMATION

Item 1. Legal Proceedings

On August 28, 2000, the Company filed a declaratory judgment action against Rambus, Inc. (“Rambus’) in U.S.
District Court for the District of Delaware. On February 1, 2001, the Company amended its complaint. Pursuant to
its amended complaint, the Company is seeking (1) relief under the federal antitrust laws for violations by Rambus
of Section 2 of the Sherman Act; (2) a declaratory judgment (a) that certain Rambus patents are not infringed by the
Company, areinvalid, and/or are unenforceable due to, among other reasons, Rambus’' fraudulent conduct in
misusing and enforcing those patents, (b) that the Company has an implied license to those patents and (c) that
Rambus is estopped from enforcing those patents against the Company because of its conduct in the Joint Electron
Device Engineering Council, and (3) damages and declaratory relief for Rambus' breach of contract, fraud,
deceptive trade practices, negligent misrepresentation, and conduct requiring the application of equitable estoppel.
On February 15, 2001, Rambus filed an answer and counterclaim against the Company in Delaware denying the
Company isentitled to relief and alleging infringement of eight Rambus patents subject to the Company’s
declaratory judgment action. On September 1, 2000, Rambus filed suit against Micron Semiconductor GmbH in the
District Court of Mannheim, Germany, alleging that certain SDRAM and DDR SDRAM products infringe German
patent and utility model counterparts to European patent 525 068. On September 13, 2000, Rambus filed suit
against Micron Europe Limited in the High Court of Justice, Chancery Division in London, England, alleging that
certain SDRAM and DDR SDRAM products infringe the U.K. counterpart to European patent 525 068. On
September 22, 2000, Rambus filed a complaint against the Company and Reptronic (a distributor of the Company’s
products) in Court of First Instance of Paris, France, alleging that certain SDRAM and DDR SDRAM products
infringe the French counterpart to European patent 525 068. In its suits against the Company, Rambusis seeking
monetary damages and injunctive relief. On September 29, 2000, the Company filed suit against Rambusin the
Civil Court of Milan, Italy, alleging invalidity and non-infringement of the Italian counterpart to European patent
525 068. On September 29, 2000, Rambus filed a preliminary proceeding against the Company and EBV (a
distributor of the Company’ s products) in the Civil Court of Monza, Italy, alleging that certain SDRAM products
infringe the Italian counterpart to European patent 525 068, and seeking the seizure of certain materials and the entry
of apreliminary injunction as to products manufactured at the Company’s Avezzano, Italy, site. On December 21,
2000, an appeals panel of the Court of Monza held that the Monzatrial court had no jurisdiction to adjudicate the
seizure matter. The Monzatrial court ordered that technical review proceedings continue with respect to the issue of
preliminary injunction. On May 24, 2001, thetrial court rejected Rambus’ assertions of infringement and denied its
reguest for apreliminary injunction. Rambus’ appeal from thetrial judge’s ruling was rejected by the Monza
appeals panel on July 18, 2001. On December 29, 2000, the Company filed suit against Rambus in the Civil Court
of Avezzano, Italy, alleging invalidity and non-infringement of the Italian counterpart to European patent 1 004 956.
On August 10, 2001, Rambus filed suit against the Company and Assitec (an electronics retailer) in the Civil Court
of Pavia, Italy, alleging that certain DDR SDRAM products infringe the Italian counterpart to European patent 1 022
642. The Company is unable to predict the outcome of these suits. A court determination that the Company’s
manufacturing processes or productsinfringe the product or process rights of others could result in significant
liability and/or require the Company to make material changes to its products and/or manufacturing processes. Any
of the foregoing results could have a material adverse effect on the Company’ s business, results of operations or
financial condition.

On June 17, 2002, the Company received agrand jury subpoena from the U.S. District Court for the Northern
District of California as part of an investigation by the Antitrust Division of the U.S. Department of Justice (“DOJ")
regarding possible antitrust violations in the semiconductor memory market known as the “ Dynamic Random
Access Memory” or “DRAM” industry. The Company is cooperating fully with the DOJin its investigation.



Subsequent to the commencement of the DOJ investigation, a number of purported class action lawsuits were filed
against the Company and other DRAM suppliers. Sixteen cases were filed between June 21, 2002 and September
19, 2002 in the following federal district courts: one in the Southern District of New Y ork, fivein the District of
Idaho, and ten in the Northern District of California. Each of the federal district court cases purports to be on behalf
of aclass of individuals and entities who purchased DRAM directly from the various DRAM suppliersduring a
specified time period commencing on or after October 1, 2001. The complaints allege price-fixing in violation of
the Sherman Act and seek treble damages in unspecified amounts, costs, attorneys’ fees, and an injunction against
the allegedly unlawful conduct. On September 26, 2002, the Judicial Panel on Multi-District Litigation (“JPML")
held a hearing and subsequently ordered that the foregoing federal cases be transferred to the U.S. District Court for
the Northern District of California (San Francisco) for coordinated or consolidated pretrial proceedings. Seven
additional cases were filed between August 2, 2002 and October 30, 2002 in the following California state superior
courts: four in San Francisco County, one in Santa Clara County, one in Los Angeles County, and one in Humbolt
County. Each of the California state cases purports to be on behalf of a class of individuals and entities who
indirectly purchased DRAM during a specified time period commencing December 1, 2001. The complaints allege
violations of California’s Cartwright Act and Unfair Competition Law and unjust enrichment and seek treble
damages in unspecified amounts, restitution, costs, attorneys’ fees, and an injunction against the allegedly unlawful
conduct. Inresponseto apetition filed by one of the plaintiffs, a judge appointed by the Judicial Council of
California subsequently ordered that the foregoing state cases be coordinated for pretrial purposes and recommended
that they be transferred to San Francisco County Superior Court for coordinated or consolidated pretrial
proceedings. The Company is unable to predict the outcome of these suits. Based upon the Company’ s analysis of
the claims made and the nature of the DRAM industry, the Company believes that class treatment of these casesis
not appropriate and that any purported injury alleged by plaintiffs would be more appropriately resolved on a
customer-by-customer basis. A court determination that the Company has violated federal or state antitrust laws
could result in significant liability and could have a material adverse effect on the Company’s results of operations
and financial condition.

Item 4. Submission of Mattersto a Vote of Shareholders

Theregistrant’s 2002 Annual Meeting of Shareholders was held on November 26, 2002. At the meeting, the
following items were submitted to a vote of the shareholders:

(@) Thefollowing nominees for Directors were elected. Each person elected as a Director will serve until the
next annual meeting of shareholders or until such person’s successor is elected and qualified.

Votes Votes Cast
Name of Nominee Cast For Against/Withheld
Steven R. Appleton 492,482,922 52,815,219
James W. Bagley 537,485,181 7,812,960
Robert A. Lothrop 487,339,677 57,958,464
Thomas T. Nicholson 487,438,419 57,859,722
Don J. Simplot 486,993,276 58,304,865
Gordon C. Smith 487,208,152 58,089,989
William P. Weber 487,529,510 57,768,631

(b) The proposal by the Company to approve an amendment to the Company’s 1989 Employee Stock Purchase
Plan increasing the number of shares of Common Stock reserved for issuance thereunder by 2,000,000 was
approved with 535,461,521 votesin favor, 6,862,070 votes against, 2,974,550 abstentions and O broker non-votes.

(b) The proposal by the Company to approve an amendment to the Company’s 2001 Stock Option Plan

increasing the number of shares of Common Stock reserved for issuance thereunder by 20,000,000 was approved
with 343,145,174 votes in favor, 198,699,883 votes against, 3,453,084 abstentions and 0 broker non-votes.
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(c) Theratification and appointment of PricewaterhouseCoopers LL P as independent public accountants of the
Company for the fiscal year ending August 28, 2003, was approved with 476,912,875 votes in favor, 65,174,856
votes against, 3,210,410 abstentions and 0 broker non-votes.

(d) The proposal by a shareholder regarding the election of directors to the Company’s Board was not
approved with 101,708,441 votesin favor, 320,394,191 votes against, 29,474,088 abstentions and 93,721,421 broker

non-votes.

Item 6. Exhibitsand Reportson Form 8-K

(@) Thefollowing arefiled as apart of thisreport:

Exhibit

Number

10.112
10.120

10.128
10.129
10.132
10.139
10.151
10.152
9.1

Description of Exhibit

Forms of Severance Agreement (1)

Forms of Agreement and Amendment to Severance Agreement between the Company and
its Executive Officers (2)

Nonstatutory Stock Option Plan, as amended

1997 Nonstatutory Stock Option Plan, as amended

1998 Nonstatutory Stock Option Plan, as amended

1989 Employee Stock Purchase Plan, as amended

2001 Stock Option Plan, as amended

2002 Employment Inducement Stock Option Plan

Certifications Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

(1) Incorporated by Reference to Quarterly Report on Form 10-Q for the fiscal quarter ended February 29,

1996.

(2) Incorporated by Reference to Quarterly Report on Form 10-Q for the fiscal quarter ended February 27,

1997.

(b) The Company filed a Form 8-K on October 15, 2002, submitting the Statements under Oath of the Principal
Executive Office and the Principal Financial Officer in accordance with the Securities and Exchange
Commission’s June 27, 2002 Order requiring the filing of sworn statements pursuant to Section 21 (a) (1) of the
Securities Exchange Act of 1934.
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SIGNATURES

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

Micron Technology, Inc.
(Registrant)

Dated: January 13, 2003 [s/ W. G. Stover, Jr.
Wilbur G. Stover, Jr., Vice President of Finance and
Chief Financial Officer (Principal Financial and
Accounting Officer)



CERTIFICATION

I, Steven R. Appleton, certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Micron Technology, Inc.;

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

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

Theregistrant’s other certifying officersand | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a. designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared,;

b. evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90days
prior to the filing date of this quarterly report (the “ Evaluation Date”); and

c. presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

Theregistrant’ s other certifying officersand | have disclosed, based on our most recent evaluation, to the
registrant’ s auditors and the audit committee of registrant’s board of directors (or persons performing the
equivalent function):

a al significant deficienciesin the design or operation of internal controlswhich could adversely affect the
registrant’s ability to record, process, summarize and report financial data and have identified for the
registrant’ s auditors any material weaknessesin internal controls; and

b. any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’ sinternal controls; and

Theregistrant’s other certifying officersand | have indicated in this quarterly report whether or not there were
significant changesin internal controls or in other factors that could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: January 13, 2003

/s/_Steven R. Appleton
Steven R. Appleton
Chief Executive Officer




CERTIFICATION

I, Wilbur G. Stover, Jr., certify that:

1

2,

| have reviewed this quarterly report on Form 10-Q of Micron Technology, Inc.;

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

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

Theregistrant’s other certifying officersand | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a. designed such disclosure controls and procedures to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared;

b. evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90days
prior to the filing date of this quarterly report (the “ Evaluation Date”); and

c. presented inthisquarterly report our conclusions about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the Evaluation Date;

Theregistrant’ s other certifying officersand | have disclosed, based on our most recent evaluation, to the
registrant’ s auditors and the audit committee of registrant’ s board of directors (or persons performing the
equivalent function):

a al significant deficienciesin the design or operation of internal controlswhich could adversely affect the
registrant’ s ability to record, process, summarize and report financial data and have identified for the
registrant’ s auditors any material weaknessesin internal controls; and

b. any fraud, whether or not material, that involves management or other employees who have a significant
roleintheregistrant’sinternal controls; and

Theregistrant’s other certifying officersand | have indicated in this quarterly report whether or not there were
significant changesin internal controlsor in other factorsthat could significantly affect internal controls
subsequent to the date of our most recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Date: January 13, 2003

/sl W. G. Stover, Jr.
Wilbur G. Stover, Jr.
Chief Financial Officer




