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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
MICRON TECHNOLOGY, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions except per share amounts)

(Unaudited)
Quarter Ended Nine Months Ended
June4, May 29, June4, May 29,
2009 2008 2009 2008

Net sales $ 1106 $ 1498 $ 3501 $ 4,392
Cost of goods sold 999 1,450 4,110 4,382

Gross margin 107 48 (609) 10
Selling, general and administrative 80 116 272 348
Research and development 162 170 508 513
Restructure 19 8 58 29
Goodwill impairment - - 58 463
Other operating (income) expense, net 92 (21) 121 (86)

Operating loss (246) (225) (1,626) (1,257)
Interest income 6 15 20 68
Interest expense (37) (21) (102) (62)
Other non-operating income (expense), net (3) -- (15) 7

(280) (231) (1,723 (1,258)

Income tax (provision) benefit 2 (13) (15) (16)
Equity in net losses of equity method investees, net of tax (45) -- (106) -
Noncontrolling interestsin net (income) loss 33 8 97 (1)

Net loss $ (290) $ (236) $ (L747) $ (1,275)
L oss per share:

Basic $ 036) $ (030 $ 2220 $ (1.65)

Diluted (0.36) (0.30) (2.22) (1.65)
Number of shares used in per share calculations:

Basic 8133 772.8 786.5 7724

Diluted 813.3 772.8 786.5 7724

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

CONSOLIDATED BALANCE SHEETS
(in millions except par value)

(Unaudited)
June4, August 28,

Asof 2009 2008
Assets
Cash and equivalents 1306 $ 1,243
Short-term investments - 119
Receivables 750 1,032
Inventories 999 1,291
Other current assets 73 94

Total current assets 3,128 3,779
Intangible assets, net 355 364
Property, plant and equipment, net 7,536 8,811
Equity method investments 306 84
Other assets 339 392

Total assets 11664 $ 13,430
Liabilitiesand shareholders equity
Accounts payable and accrued expenses 1037 $ 1,111
Deferred income 183 114
Equipment purchase contracts 233 98
Current portion of long-term debt 372 275

Total current liabilities 1,825 1,598
Long-term debt 2,752 2,451
Other liabilities 260 338

Total liahilities 4,837 4,387
Commitments and contingencies
Noncontrolling interestsin subsidiaries 2,130 2,865
Common stock, $0.10 par value, authorized 3,000 shares, issued and outstanding 846.8 and 761.1 shares, respectively 85 76
Additional capital 6,841 6,566
Accumulated deficit (2,203) (456)
Accumulated other comprehensive (10ss) (26) (8)

Total shareholders’ equity 4,697 6,178

Total liabilities and shareholders’ equity 11664 $ 13,430

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

CONSOLIDATED STATEMENTSOF CASH FLOWS

(in millions)
(Unaudited)
June4, May 29,
Nine months ended 2009 2008
Cash flows from operating activities
Net loss $ (L747) $ (1,275)
Adjustmentsto reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 1,648 1,528
Provision to write down inventories to estimated market values 603 T
Noncash restructure charges 157 7
Equity in net losses of equity method investees, net of tax 106 --
Goodwill impairment 58 463
(Gain) loss from disposition of equipment, net 55 (70)
Loss on write-down of Aptinaimaging assets 53 -
Noncontrolling interestsin net income (l0ss) (97) 1
Change in operating assets and liabilities:
Decrease in receivables 224 1
(Increase) decrease in inventories (311) 2
Decrease in accounts payable and accrued expenses (6) (48)
Increase (decrease) in deferred income 71 (4)
Other 35 83
Net cash provided by operating activities 849 775
Cash flowsfrom investing activities
Expenditures for property, plant and equipment (439) (1,809)
Acquisition of equity method investment (408) -
Increase in restricted cash (57) -
Purchases of available-for-sale securities (6) (259)
Proceeds from maturities of available-for-sale securities 130 529
Proceeds from sales of property, plant and equipment 13 175
Proceeds from sales of available-for-sale securities -- 24
Other 86 51
Net cash used for investing activities (681) (1,289)
Cash flows from financing activities
Distributions to noncontrolling interests (592) (92)
Repayments of debt (373) (653)
Payments on equi pment purchase contracts (127) (348)
Cash paid for capped call transactions (25) -
Proceeds from debt 716 507
Proceeds from issuance of common stock, net of costs 276 4
Cash received from noncontrolling interests 24 295
Proceeds from equipment sale-leaseback transactions 4 92
Other (8) 9)
Net cash used for financing activities (105) (204)
Net increase (decrease) in cash and equivalents 63 (718)
Cash and equivalents at beginning of period 1,243 2,192
Cash and equivalents at end of period $ 1306 $ 1,474
Supplemental disclosures
Income taxes paid, net $ 14 $ (24)
Interest paid, net of amounts capitalized (87) (59)
Noncash investing and financing activities:
Equipment acquisitions on contracts payable and capital |eases 305 404

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in millions except per share amounts)
(Unaudited)

Business and Significant Accounting Policies

Basisof presentation: Micron Technology, Inc. and its subsidiaries (hereinafter referred to collectively asthe “ Company”) manufacture and market DRAM,
NAND Flash memory, CMOS image sensors and other semiconductor components. The Company has two reportable segments, Memory and Imaging. The
Memory segment’s primary products are DRAM and NAND Flash memory products and the Imaging segment’s primary product is CMOS image sensors. The
accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America
and include the accounts of the Company and its consolidated subsidiaries. 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.

The Company’sfiscal year isthe 52 or 53-week period ending on the Thursday closest to August 31. The Company’sfiscal 2009 contains 53 weeks and the
Company’sfiscal 2008, which ended on August 28, 2008, contained 52 weeks. All period references are to the Company’ s fiscal periods unless otherwise
indicated. Theseinterim financial statements should be read in conjunction with the consolidated financial statements and accompanying notes included in the
Company’s Annual Report on Form 10-K for the year ended August 28, 2008.

Risksand uncertainties: The Company’sliquidity is highly dependent on average selling prices for its products and the timing of capital expenditures, both
of which can vary significantly from period to period. Depending on conditionsin the semiconductor memory market, the Company’s cash flows from operations
and current holdings of cash and investments may not be adequate to meet the Company’s needs for capital expenditures and operations. Historically, the
Company has used external financing to fund these needs. Dueto conditionsin the credit markets, it may be difficult to obtain financing on terms acceptable to
the Company. The Company has significantly reduced its capital expendituresfor 2009. In addition, the Company is considering further financing alternatives,
continuing to limit capital expenditures and implementing further cost reduction initiatives.

Recently issued accounting standards: In June 2009, the Financial Accounting Standards Board (“ FASB") issued Statement No. 167, “ Amendmentsto FASB
Interpretation No. 46(R)” (“SFAS No. 167"), which (1) replaces the quantitative-based risks and rewards cal culation for determining whether an enterpriseisthe
primary beneficiary in avariable interest entity with an approach that is primarily qualitative (2) requires ongoing assessments of whether an enterpriseisthe
primary beneficiary of avariableinterest entity and (3) requires additional disclosures about an enterprise’sinvolvement in variableinterest entities. The
Company isrequired to adopt SFAS No. 167 effective at the beginning of 2011. The Company is evaluating the impact the adoption of SFAS No. 167 will have on
itsfinancial statements.

In May 2008, the FASB issued FSP No. APB 14-1, “ Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion (Including
Partial Cash Settlement).” FSP No. APB 14-1 requires that issuers of convertible debt instruments that may be settled in cash upon conversion separately account
for the liability and equity componentsin amanner such that interest cost will be recognized at the entity’s nonconvertible debt borrowing rate in subsequent
periods. The Company isrequired to adopt FSP No. APB 14-1 effective at the beginning of 2010. Upon adoption, the Company will retrospectively account for its
$1.3 billion of 1.875% convertible senior notes issued in May, 2007 under the provisions of FSP No. APB 14-1. The Company estimates that theinitial carrying
value of its $1.3 billion convertible senior notes would have been approximately $400 million lower under FSP No. APB 14-1. Thisdifference of approximately $400
million would be accreted to interest expense over the approximate seven-year term of the notes and the Company estimates that this will result in additional
interest expense in thefirst year of the notes of approximately $45 million increasing to approximately $70 million per year in the last year of the notes, excluding
the effects of capitalized interest. The Company is continuing to evaluate the full impact the adoption of FSP No. APB 14-1 will have on itsfinancial statements.




In December 2007, the FA SB issued Statement of Financial Accounting Standards (“ SFAS’) No. 141 (revised 2007), “ Business Combinations” (“SFASNo.
141(R)"), which establishes the principles and requirements for how an acquirer in a business combination (1) recognizes and measuresin itsfinancial statements
the identifiable assets acquired, the liabilities assumed, and any noncontrolling interests in the acquiree, (2) recognizes and measures goodwill acquired in the
business combination or again from abargain purchase, and (3) determines what information to disclose. The Company is required to adopt SFAS No. 141(R)
effective at the beginning of 2010. The impact of the adoption of SFAS No. 141(R) will depend on the nature and extent of business combinations occurring after
the beginning of 2010.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interestsin Consolidated Financial Statements — an amendment of ARB No. 51.” SFAS
No. 160 requiresthat (1) noncontrolling interests be reported as a separate component of equity, (2) net income attributable to the parent and to the noncontrolling
interest be separately identified in the statement of operations, (3) changesin a parent’s ownership interest while the parent retainsits controlling interest be
accounted for as equity transactions, and (4) any retained noncontrolling equity investment upon the deconsolidation of asubsidiary beinitially measured at fair
value. The Company isrequired to adopt SFAS No. 160 effective at the beginning of 2010. SFAS No. 160 must be applied prospectively except for the
presentation and disclosure requirements, which must be applied retrospectively. The Company is evaluating the impact the adoption of SFAS No. 160 will have
onitsfinancial statements.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities— Including an amendment of FASB
Statement No. 115.” Under SFAS No. 159, the Company may el ect to measure many financial instruments and certain other items at fair value on an instrument by
instrument basis, subject to certain restrictions. The Company adopted SFAS No. 159 effective at the beginning of 2009. The Company did not elect to measure
any existing items at fair value upon the adoption of SFAS No. 159.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 (as amended by subsequent FSP’s) definesfair value,
establishes aframework for measuring fair value in generally accepted accounting principles and expands disclosures about fair value measurements. The
Company adopted SFAS No. 157 effective at the beginning of 2009 for financial assets and financial liabilities. The adoption did not have asignificant impact on
the Company’sfinancial statements. The Company is required to adopt SFAS No. 157 for al other assets and liabilities effective at the beginning of 2010 and is
evaluating the impact the adoption will have onitsfinancial statements.

Supplemental Balance Sheet I nformation

June4, August 28,
Receivables 2009 2008
Trade receivables (net of allowance of $5 and $2, respectively) $ 601 $ 741
Income and other taxes 24 43
Other 125 248
$ 70 3% 1,032

As of June 4, 2009 and August 28, 2008, other receivablesincluded amounts due from Intel Corporation (“Intel”) of $61 million and $71 million, respectively,
related to NAND Flash product design and process development activities. As of June 4, 2009 and August 28, 2008, other receivables also included $39 million
and $75 million, respectively, due from settlement of litigation (an additional $39 million of the settlement receivable was included as other noncurrent assets as of
August 28, 2008). Other receivables as of August 28, 2008 also included $58 million due from settlements of pricing adjustments with certain suppliers.




June4, August 28,

Inventories 2009 2008
Finished goods $ 286 $ 444
Work in process 596 671
Raw materials and supplies 117 176

$ 999 $ 1,291

The Company’sresults of operations for the second and first quarters of 2009 included charges of $234 million and $369 million, respectively, to write down
the carrying value of work in process and finished goods inventories of memory products (both DRAM and NAND Flash) to their estimated market values. For
the fourth, second and first quarters of 2008, the Company recorded charges for inventory write-downs of $205 million, $15 million and $62 million, respectively.

Intangible Assets

June 4, 2009 August 28, 2008
Gross Accumulated Gross Accumulated
Amount Amortization Amount Amortization
Product and process technol ogy $ 437 % 174) $ 577 $ (320)
Customer relationships 127 (46) 127 (35)
Other 28 (17) 29 (14)
$ 592 $ (237) $ 733 % (369)

During the first nine months of 2009 and 2008, the Company capitalized $82 million and $33 million, respectively, for product and process technology with
weighted-average useful lives of 9 yearsand 10 years, respectively.

Amortization expense for intangible assets was $18 million and $58 million for the third quarter and first nine months of 2009, respectively, and $20 million and
$60 million for the third quarter and first nine months of 2008, respectively. Annual amortization expense for intangible assetsis estimated to be $69 million for
2009, $66 million for 2010, $62 million for 2011, $54 million for 2012 and $49 million for 2013.

June4, August 28,
Property, Plant and Equipment 2009 2008

Land $ 9 3 99
Buildings 4,496 3,829
Equipment 12,483 13,591
Construction in progress 54 611
Software 270 283
17,402 18,413

Accumulated depreciation (9,866) (9,602)

$ 7536 $ 8,811

Depreciation expense was $487 million and $1,571 million for the third quarter and first nine months of 2009, respectively, and $493 million and $1,467 million
for the third quarter and first nine months of 2008, respectively.

The Company, through its IM Flash joint venture, has an unequipped wafer manufacturing facility in Singapore that has been idle since it was completed in
thefirst quarter of 2009. The Company has depreciated the facility since it was completed and its net book value was $633 million as of June 4, 2009. Utilization of
thefacility is dependent upon market conditions, including, but not limited to, worldwide market supply of, and demand for, semiconductor products, availability
of financing, agreement between the Company and its joint venture partner and the Company’s operations, cash flows and alternative capacity utilization
opportunities. (See*“Consolidated Variable Interest Entities— IM Flash” note.)

As part of arestructure plan initiated in 2009 to shut down 200mm manufacturing operations at its Boise, Idaho facilities, the Company recorded impairment
charges of $7 million and $150 million for the third quarter and first nine months of 2009, respectively. In connection therewith, assets with a carrying value of $27
million (original acquisition cost of $704 million) were classified as held for sale and included in other noncurrent assets as of June 4, 2009. (See “Restructure”
note.)




Goodwill

Asof August 28, 2008, other noncurrent assets included goodwill of $58 million, all of which related to the Company’s Imaging segment. In the second
quarter of 2009, the Company wrote off the $58 million of Imaging goodwill based on the results of itstest for impairment. Inthe second quarter of 2008, the
Company wrote off the $463 million of goodwill relating to its Memory segment based on the results of itstest for impairment.

SFASNo. 142, “Goodwill and Other Intangible Assets,” requires that goodwill be tested for impairment at areporting unit level. The Company has determined
that itsreporting units are its Memory and Imaging segments based on its organizational structure and the financial information that is provided to and reviewed
by management. The Company tests goodwill for impairment annually and whenever events or circumstances make it more likely than not that an impairment may
have occurred. Goodwill istested for impairment using atwo-step process. Inthefirst step, the fair value of areporting unit is compared to its carrying value. |If
the carrying value of the net assets assigned to areporting unit exceeds the fair value of areporting unit, the second step of the impairment test is performed in
order to determine the implied fair value of areporting unit’s goodwill. If the carrying value of areporting unit’'s goodwill exceedsitsimplied fair value, goodwill is
deemed impaired and is written down to the extent of the difference.

In the second quarter of 2009, the Company’s Imaging segment experienced a severe decline in sales, margins and profitability due to asignificant declinein
demand as aresult of the downturn in global economic conditions. The drop in market demand resulted in significant declinesin average selling prices and unit
sales. Due to these market and economic conditions, the Company’s Imaging segment and its competitors experienced significant declinesin market value. Asa
result, the Company concluded that there were sufficient factual circumstances for interim impairment analyses under SFAS No. 142. Accordingly, in the second
quarter of 2009, the Company performed an assessment of goodwill for impairment.

In thefirst step of the impairment analysis, the Company performed valuation analyses utilizing both income and market approaches to determine the fair
value of itsreporting units. Under the income approach, the Company determined the fair value based on estimated future cash flows discounted by an estimated
weighted-average cost of capital, which reflects the overall level of inherent risk of the Imaging segment and the rate of return an outside investor would expect to
earn. Estimated future cash flows were based on the Company’ sinternal projection models, industry projections and other assumptions deemed reasonable by
management. Under the market-based approach, the Company derived the fair value of its Imaging segment based on revenue multiples of comparable publicly-
traded peer companies. In the second step of the impairment analysis, the Company determined the implied fair value of goodwill for the Imaging segment by
allocating the fair value of the segment to all of its assets and liabilitiesin accordance with SFAS No. 141, “Business Combinations,” asif the reporting unit had
been acquired in a business combination and the price paid to acquire it was the fair value.

Based on the results of the Company’s assessment of goodwill for impairment, it was determined that the carrying value of the Imaging segment exceeded its
estimated fair value as of the end of the second quarter of 2009. Therefore, the Company performed a preliminary second step of the impairment test to estimate
theimplied fair value of goodwill. The preliminary analysisindicated that there would be no remaining implied value attributable to goodwill in the Imaging
segment and accordingly, the Company wrote off the $58 million of goodwill associated with its Imaging segment in the second quarter of 2009. In the third
quarter of 2009, the Company finalized the second step of the impairment analysis and the results confirmed that there was no implied value attributable to
goodwill in the Imaging segment.

Equity Method Investments

The Company has a partnering arrangement with Nanya Technology Corporation (“Nanya”) pursuant to which the Company and Nanyajointly develop
process technology and designs to manufacture stack DRAM products. Each party generally bears its own development costs and the Company’s devel opment
costsin the near term are expected to exceed Nanya's development costs by a significant amount. In addition, the Company has transferred and licensed certain
intellectual property related to the manufacture of stack DRAM products to Nanya and licensed certain intellectual property from Nanya. Asaresult, the
Company isto receive an aggregate of $207 million from Nanyathrough 2010. The Company recognized $25 million and $79 million of license revenuein net sales
from this agreement in the third quarter and first nine months of 2009, respectively, and since May 2008 through June 4, 2009, has recognized $115 million of
cumulative license revenue. In addition, the Company expects to receive royaltiesin future periods from Nanyafor sales of stack DRAM products manufactured
by or for Nanya.




The Company has also partnered with Nanyain investmentsin two Taiwan DRAM memory companies: InoteraMemories, Inc. (“Inotera’) and MelYa
Technology Corporation (“MelYa’). Asof June 4, 2009, the ownership of Inoterawas held 35.6% by Nanya, 35.5% by the Company and the balance was publicly
held. Asof June 4, 2009, the ownership of MeiY awas held 50% by Nanya and 50% by the Company.

The Company has concluded that both Inoteraand MeiY aare variable interest entities as defined in FIN 46(R), “ Consolidation of Variable Interest Entities—
an interpretation of ARB No. 51,” because of the Inoteraand MeiY a supply agreements with Micron and Nanya. Nanya and the Company are considered related
parties under the provisions of FIN 46(R). The Company reviewed several factors to determine whether it isthe primary beneficiary of Inoteraand MeiY a,
including the size and nature of the entities' operationsrelative to Nanya and the Company, nature of the day-to-day operations and certain other factors. Based
on those factors, the Company determined that Nanyais most closely associated with, and therefore the primary beneficiary of, Inoteraand MeiYa The Company
accounts for itsinterests using the equity method of accounting and does not consolidate these entities.

Inoteraand MeiY a each havefiscal yearsthat end on December 31. The Company recognizesits share of Inotera’sand MeiYa's quarterly earnings or |osses
for the calendar quarter that ends within the Company’sfiscal quarter. Thisresultsin the recognition of the Company’s share of earnings or losses from these
entitiesfor a period that lags the Company’sfiscal periods by approximately two months.

Inotera: Inthefirst quarter of 2009, the Company acquired a 35.5% ownership interest in Inotera, a publicly-traded entity in Taiwan, from Qimonda AG
(“Qimonda”) for $398 million. Theinterest in Inoterawas acquired for cash, a portion of which was funded from loan proceeds of $200 million received by the
Company from Nan Y a Plastics Corporation, an affiliate of Nanya, and $85 million received from Inotera. The loans were recorded at their fair values, which reflect
an aggregate discount of $31 million from their face amounts. This aggregate discount was recorded as a reduction of the Company’sbasisin itsinvestment in
Inotera. The Company also capitalized $10 million of costs and other feesincurred in connection with the acquisition. Asaresult of the above transactions, total
consideration for the Company’s equity investment in Inoterawas $377 million. The Company estimated that, as of the date of acquisition, its proportionate share
of Inotera’ s equity was approximately $250 million higher than the Company’stotal consideration of $377 million. Substantially all of this difference will be
amortized over the estimated five-year weighted-average remaining useful life of Inotera’s production equipment and facilities as of the acquisition date (the
“Inotera Amortization”). (See“Debt” note.)

I'n connection with the acquisition of the sharesin Inotera, the Company and Nanya entered into a supply agreement with Inotera (the “ Supply Agreement”)
pursuant to which Inoterawill sell trench and stack DRAM products to the Company and Nanya. In addition, Inotera charges the Company and Nanyafor a
portion of the costs associated with its underutilized capacity. The Company has rights and obligations to purchase up to 50% of Inotera’swafer production
capacity. Inotera s actual wafer production will vary from time to time based on market and other conditions and its trench production capacity is expected to
transition to the Company’s stack process technology. The pricing formulain the Supply Agreement is based on manufacturing costs and margins associated
with the resale of purchased DRAM products. Under the Supply Agreement, the Company will purchase 50% of Inotera’s aggregate trench DRAM production
(lessthe trench DRAM products sold to Qimonda pursuant to a separate supply agreement between Inotera and Qimonda (the “ Qimonda Supply Agreement”))
and 50% of the aggregate stack DRAM production. Under the Qimonda Supply Agreement, Qimondawas obligated to purchase trench DRAM products resulting
from wafers started for it by Inoterathrough July 2009 in accordance with aramp down schedul e specified in the Qimonda Supply Agreement. In the second
quarter of 2009, Qimonda filed for bankruptcy and defaulted on its obligations to purchase products from I notera.

The Company’sresults of operations for the third quarter of 2009 include aloss of $43 million for the Company’s share of Inotera'sloss for thefirst calendar
quarter of 2009. The Company’s results of operations for the first nine months of 2009 includes losses of $99 million for the Company’s share of Inotera’s|osses
from the acquisition date through thefirst calendar quarter of 2009. Thelosses recorded by the Company in the third quarter and first nine months of 2009 are net
of $15 million and $23 million, respectively, of amortization of the basis difference referred to above as the Inotera Amortization. During the third quarter of 2009,
the Company received $50 million from Inotera pursuant to the terms of atechnology transfer agreement. Asof June 4, 2009, the carrying value of the Company’s
equity investment in Inoterawas $236 million and isincluded in equity method investments in the accompanying consolidated balance sheet. As of June 4, 2009,
the Company had recorded $18 million to accumulated other comprehensive income in the accompanying consolidated balance sheet for cumulative translation
adjustments on itsinvestment in Inotera. Based on the closing trading price of Inotera' s shares on June 4, 2009, the estimated market value of the Company’s
sharesin Inoterawas approximately $618 million.

Pursuant to the Company’s obligations under the Supply Agreement, the Company recorded $15 million and $66 million of chargesin cost of goods sold in
the third quarter and first nine months of 2009 related to underutilized capacity. As of June 4, 2009, accounts payable and other accrued expenses included $33
million of amounts payable to Inotera. As of June 4, 2009, the Company’s maximum exposure to loss on its investment in Inotera equaled the $254 million recorded
in the Company’s consolidated balance sheet for itsinvestment in Inotera. In addition, the Company may incur further lossesin connection with its obligations
under the Supply Agreement to purchase up to 50% of Inotera’s wafer production and for charges for Inotera’ s underutilized capacity.




MeiYa: Inthefourth quarter of 2008, the Company and Nanyaformed MeiY ato manufacture stack DRAM products and sell such products exclusively to the
Company and Nanya. Asof June 4, 2009 and August 28, 2008, the carrying value of the Company’s equity investment in Mei'Y awas $70 million and $84 million,
respectively, and isincluded in the consolidated balance sheets under the caption of equity method investments. As of June 4, 2009, the Company had recorded
$8 million to accumulated other comprehensive income in the accompanying consolidated balance sheet for cumulative translation adjustments on itsinvestment
inMeiYa Inthethird quarter and first nine months of 2009, the Company recognized losses of $2 million and $7 million, respectively, for its shareof MelYa's
results of operations for the three and nine-month periods ended March 31, 2009, respectively. In addition, during the first quarter of 2009, the Company received
$50 million from MeiY a, half of which was accounted for as atechnology transfer fee and half as a reduction of the Company’sinvestmentin MeiYa. The
Company recognized $3 million and $10 million of licensing fee revenuein the third quarter and first nine months of 2009, respectively. Asof June 4, 2009, the
Company had deferred income of $11 million related to the technology transfer fee. As of June 4, 2009, accounts payable and accrued expenses includes $51
million to reimburse MeiY afor technology transfer fees, pursuant to the terms of the Company’s technology transfer agreement with Inotera, under which the
Company received $50 million during the third quarter of 2009. In connection with the purchase of its ownership interest in Inotera, the Company entered into a
series of agreements with Nanya pursuant to which both parties ceased future funding of, and resource commitmentsto, MeiYa. Asof June 4, 2009, the
Company’'s maximum exposure to loss on its Mei Y ainvestment equaled the $78 million recorded in the Company’s consolidated balance sheet for itsinvestment in
MeiYa

June4, August 28,
Accounts Payable and Accrued Expenses 2009 2008

Accounts payable $ 483 $ 597
Customer advances 169 130
Salaries, wages and benefits 151 244
Payable to equity method investees 86 --
Income and other taxes 38 27
Other 110 113

$ 1037 $ 1,111

Asof June 4, 2009 and August 28, 2008, customer advances included $167 million and $129 million, respectively, for the Company’s obligation through
December 2010 to provide certain NAND Flash memory productsto Apple Inc. (“Apple”) pursuant to a prepaid NAND Flash supply agreement. An additional $83
million related to this obligation wasincluded in other noncurrent liabilities as of August 28, 2008. As of June 4, 2009 and August 28, 2008, other accounts payable
and accrued expenses included $23 million and $16 million, respectively, for amounts dueto Intel for NAND Flash product design and process development and
licensing fees pursuant to aresearch and development cost-sharing arrangement. (See “Equity Method Investments” note.)




June4, August 28,

Debt 2009 2008
Convertible senior notes payable, interest rate of 1.875%, due June 2014 $ 1300 $ 1,300
TECH credit facility, effective interest rates of 4.1% and 5.0% , respectively, net of discount of $2 million and $3 million,

respectively, duein periodic installments through May 2012 573 597
Capital lease obligations, weighted-average imputed interest rate of 6.6%, duein monthly installments through February
2023 564 657
Convertible senior notes payable, interest rate of 4.25%, due October 2013 230 --
EDB notes payable, interest rate of 5.4%, due February 2012 207 -
Nan Y a Plastics notes payable, effective imputed interest rate of 12.1%, net of discount of $21 million, due November 201C 179 -
Convertible subordinated notes payable, interest rate of 5.6%, due April 2010 70 70
Notes payabl e, weighted-average effective interest rates of 9.5% and 1.6%, respectively, duein periodic installments
through July 2015 1 102
3,124 2,726
Lesscurrent portion (372) (275)
$ 2752 $ 2,451

Asof June 4, 2009, notes payable and capital |ease obligations above included an aggregate of $289 million, denominated in Singapore dollars, at aweighted-
average interest rate of 5.5%.

On April 15, 2009, the Company issued $230 million of 4.25% Convertible Senior Notes due October 15, 2013 (the “ 4.25% Senior Notes’). |ssuance costs for
the 4.25% Senior Notes totaled $7 million. Theinitial conversion rate for the 4.25% Senior Notesis 196.7052 shares of common stock per $1,000 principal amount,
equivalent to approximately $5.08 per share of common stock, and is subject to adjustment upon the occurrence of certain events specified in the indenture for the
4.25% Senior Notes. Holders of the 4.25% Senior Notes may convert them at any time prior to October 15, 2013. If thereisachangein control, as defined in the
indenture, in certain circumstances the Company may pay a make-whole premium by increasing the conversion rate to holders that convert their 4.25% Senior
Notesin connection with such make-whole changesin control. The Company may not redeem the 4.25% Senior Notes prior to April 20, 2012. On or after April 20,
2012, the Company may redeem for cash all or part of the 4.25% Senior Notes if the closing price of its common stock has been at least 135% of the conversion
pricefor at least 20 trading days during a 30 consecutive trading day period. The redemption price will equal 100% of the principal amount plus a make-whole
premium equal to the present value of the remaining interest payments from the redemption date to the date of maturity of the 4.25% Senior Notes. Upon achange
in control or atermination of trading, the Company may be reguired to repurchase for cash all or a portion of the 4.25% Senior Notes at arepurchase price equal to
100% of the principal plus any accrued and unpaid interest to, but excluding, the repurchase date.

On February 23, 2009, the Company entered into aterm loan agreement with the Singapore Economic Development Board (“ EDB”) enabling the Company to
borrow up to $300 million Singapore dollars at 5.38%. Theterms of the loan agreement require the Company to use the proceeds from any borrowings under the
agreement to make equity contributionsto its joint venture subsidiary, TECH Semiconductor Singapore Pte. Ltd. (“TECH”). The loan agreement further requires
that TECH use the proceeds from the Company’s equity contributions to purchase production assets and meet certain production milestones related to the
implementation of advanced process manufacturing. The loan contains a covenant that limits the amount of indebtedness TECH can incur without approval from
the EDB. Theloan iscollateralized by the Company’s sharesin TECH up to a maximum of 66% of TECH'’s outstanding shares. The Company drew $150 million
Singapore dollars under the facility on February 27, 2009 and another $150 million Singapore dollars on June 2, 2009 (aggregate of $207 million U.S. dollars as of
June 4, 2009), which is due in February 2012 with interest payable quarterly.

In thefirst quarter of 2009, in connection with its purchase of a 35.5% interest in Inotera, the Company entered into atwo-year, variable-rate term loan with
Nan Y a Plastics and received |oan proceeds of $200 million. Under the terms of the |oan agreement, interest is payable quarterly at LIBOR plus 2%. Theinterest
rate resets quarterly and was 2.7% per annum as of June 4, 2009. The Company recorded the debt in the first quarter of 2009 net of a discount of $28 million, which
isrecognized asinterest expense over the life of the loan, based on an imputed interest rate of 12.1%. Theloan is collateralized by afirst priority security interest
in the Inotera shares owned by the Company (approximate carrying value of $261 million as of June 4, 2009). (See“Equity Method Investments’ note.)
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Alsoin thefirst quarter of 2009, in connection with its purchase of a 35.5% interest in Inotera, the Company entered into a six-month, variable-rate term loan
with Inotera and received loan proceeds of $85 million, which was repaid with accrued interest in the third quarter of 2009. The Company imputed an interest rate
of 11.6% and recorded the debt net of adiscount of $3 million, which was recognized as interest expense over the term of theloan. (See“Equity Method
Investments” note.)

Several of the Company’s credit facilities, one of which was modified during the second quarter of 2009, have covenants which require the Company to
maintain minimum levels of tangible net worth and cash and investments. Asof June 4, 2009, the Company was in compliance with its debt covenants.

Contingencies

The Company has accrued aliability and charged operations for the estimated costs of adjudication or settlement of various asserted and unasserted claims
existing as of the balance sheet date, including those described below. The Company is currently aparty to other legal actions arising out of the normal course of
business, none of which is expected to have amaterial adverse effect on the Company’s business, results of operations or financial condition.

In the normal course of business, the Company is a party to avariety of agreements pursuant to which it may be obligated to indemnify the other party. Itis
not possible to predict the maximum potential amount of future payments under these types of agreements due to the conditional nature of the Company’s
obligations and the unique facts and circumstances involved in each particular agreement. Historically, payments made by the Company under these types of
agreements have not had amaterial effect on the Company’s business, results of operations or financial condition.

The Company isinvolved in the following patent, antitrust and securities matters.

Patent Matters: 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 manufacturing processes infringe their intellectual property rights. Inthisregard, the Company isengaged in litigation
with Rambus, Inc. (“Rambus’) relating to certain of Rambus’' patents and certain of the Company’s claims and defenses. Lawsuits between Rambus and the
Company are pending in the U.S. District Court for the District of Delaware, U.S. District Court for the Northern District of California, Germany, France, and
Italy. On January 9, 2009, the Delaware Court entered an opinion in favor of the Company holding that Rambus had engaged in spoliation and that the twelve
Rambus patentsin the suit were unenforceabl e against the Company. Rambus subsequently appeal ed the decision to the U.S. Court of Appealsfor the Federal
Circuit. That appeal ispending. IntheU.S. District Court for the Northern District of California, trial on a patent phase of the case has been stayed pending
resolution of Rambus' appeal of the Delaware spoliation decision or further order of the California Court.

On March 6, 2009, Panavision Imaging, LL C filed suit against the Company and Aptinalmaging Corporation, asubsidiary of the Company (“Aptina’), in the
U.S. District Court for the Central District of California. The complaint alleges that certain of the Company and Aptina’simage sensor productsinfringe four
Panavision Imaging U.S. patents and seeks injunctive relief, damages, attorneys' fees, and costs.

On March 24, 2009, Accolade Systems LL C filed suit against the Company and Aptinain the U.S. District Court for the Eastern District of Texas alleging that
certain of the Company and Aptina’ simage sensor products infringe one Accolade Systems U.S. patent. The complaint seeksinjunctive relief, damages,
attorneys' fees, and costs.

On July 24, 2006, the Company filed a declaratory judgment action against Mosaid Technologies, Inc. (“Mosaid”) in the U.S. District Court for the Northern
District of California seeking, among other things, a court determination that fourteen Mosaid patents are invalid, not enforceable, and/or not infringed. On July
25, 2006, Mosaid filed alawsuit against the Company and othersin the U.S. District Court for the Eastern District of Texas alleging infringement of nine Mosaid
patents. On August 31, 2006, Mosaid filed an amended complaint adding three additional Mosaid patents. On January 31, 2009, the Company and Mosaid agreed
to dismissthe litigation, granting the Company alicense under certain Mosaid patents, and transferring certain Company patents to Mosaid.

Among other things, the above lawsuits pertain to certain of the Company’s SDRAM, DDR SDRAM, DDR2 SDRAM, DDR3 SDRAM, RLDRAM and image
sensor products, which account for a significant portion of net sales.
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The Company is unable to predict the outcome of assertions of infringement made against the Company and therefore cannot estimate the range of possible
loss. A court determination that the Company’s products or manufacturing processesinfringe the intellectual property 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 could have amaterial
adverse effect on the Company’s business, results of operations or financial condition.

Antitrust Matters: At least sixty-eight purported class action price-fixing lawsuits have been filed against the Company and other DRAM suppliersin
various federal and state courtsin the United States and in Puerto Rico on behalf of indirect purchasers alleging price-fixing in violation of federal and state
antitrust laws, violations of state unfair competition law, and/or unjust enrichment relating to the sale and pricing of DRAM products during the period from April
1999 through at |least June 2002. The complaints seek joint and several damages, trebled, in addition to restitution, costs and attorneys’' fees. A number of these
cases have been removed to federal court and transferred to the U.S. District Court for the Northern District of Californiafor consolidated pre-trial
proceedings. On January 29, 2008, the Northern District of Californiacourt granted in part and denied in part the Company’s motion to dismiss plaintiffs' second
amended consolidated complaint. Plaintiffs subsequently filed a motion seeking certification for interlocutory appeal of the decision. On February 27, 2008,
plaintiffsfiled athird amended complaint. On June 26, 2008, the United States Court of Appeals for the Ninth Circuit agreed to consider plaintiffs’ interlocutory
appeal.

In addition, various states, through their Attorneys General, have filed suit against the Company and other DRAM manufacturers. On July 14, 2006, and on
September 8, 2006 in an amended complaint, the following Attorneys General filed suit in the U.S. District Court for the Northern District of California: Alaska,
Arizona, Arkansas, California, Colorado, Delaware, Florida, Hawaii, Idaho, Illinois, lowa, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan,
Minnesota, Mississippi, Nebraska, Nevada, New Hampshire, New Mexico, North Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island,
South Carolina, Tennessee, Texas, Utah, Vermont, Virginia, Washington, West Virginia, Wisconsin and the Commonwealth of the Northern Mariana
Islands. Thereafter, three states, Ohio, New Hampshire, and Texas, voluntarily dismissed their claims. The remaining states filed a third amended complaint on
October 1, 2007. Alaska, Delaware, Kentucky, and Vermont subsequently voluntarily dismissed their claims. The amended complaint alleges, among other things,
violations of the Sherman Act, Cartwright Act, and certain other states' consumer protection and antitrust |aws and seeks joint and several damages, trebled, as
well asinjunctive and other relief. Additionally, on July 13, 2006, the State of New Y ork filed asimilar suit in the U.S. District Court for the Southern District of New
York. That case was subsequently transferred to the U.S. District Court for the Northern District of Californiafor pre-trial purposes. The State of New Y ork filed
an amended complaint on October 1, 2007. On October 3, 2008, the California Attorney General filed asimilar lawsuit in California Superior Court, purportedly on
behalf of local Californiagovernment entities, alleging, among other things, violations of the Cartwright Act and state unfair competition law.

Three purported class action DRAM lawsuits also have been filed against the Company in Quebec, Ontario, and British Columbia, Canada, on behalf of direct
and indirect purchasers, alleging violations of the Canadian Competition Act. The substantive allegationsin these cases are similar to those asserted in the
DRAM antitrust casesfiled in the United States. Plaintiffs’ motion for class certification was denied in the British Columbia and Quebec casesin May and June
2008, respectively. Plaintiffs subsequently filed an appeal of each of those decisions. Those appeals are pending.

In February and March 2007, All American Semiconductor, Inc., Jaco Electronics, Inc., and the DRAM Claims Liquidation Trust each filed suit against the
Company and other DRAM suppliersin the U.S. District Court for the Northern District of California after opting-out of adirect purchaser class action suit that
was settled. The complaints allege, among other things, violations of federal and state antitrust and competition lawsin the DRAM industry, and seek joint and
several damages, trebled, as well asrestitution, attorneys' fees, costs and injunctive relief.

On October 11, 2006, the Company received agrand jury subpoenafrom the U.S. District Court for the Northern District of California seeking information
regarding an investigation by the U.S. Department of Justice (“DOJ’) into possible antitrust violationsin the “ Static Random Access Memory” or “ SRAM”
industry. In December 2008, the Company was informed that the DOJ closed its investigation of the SRAM industry.
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Subsequent to the issuance of subpoenas to the SRAM industry, a number of purported class action lawsuits have been filed against the Company and other
SRAM suppliers. Six cases have been filed in the U.S. District Court for the Northern District of Californiaasserting claims on behalf of a purported class of
individuals and entities that purchased SRAM directly from various SRAM suppliers during the period from November 1, 1996 through December 31,

2005. Additionally, at least 74 cases have been filed in various U.S. district courts asserting claims on behalf of apurported class of individuals and entities that
indirectly purchased SRAM and/or products containing SRAM from various SRAM suppliers during the time period from November 1, 1996 through December 31,
2006. In September 2008, aclass of direct purchasers was certified, and plaintiffs were granted leave to amend their complaint to cover Pseudo-Static RAM or
“PSRAM” productsaswell. The complaintsallege pricefixing in violation of federal antitrust laws and state antitrust and unfair competition laws and seek treble
monetary damages, restitution, costs, interest and attorneys’' fees. On March 19, 2009, the Company executed settlement agreements with both the direct
purchaser class and the purported indirect purchaser class. |If approved by the Court, the agreements would resolve the pending U.S. class action SRAM
litigation against the Company and release the Company from those claims.

Three purported class action SRAM lawsuits also have been filed against the Company in Canada, on behalf of direct and indirect purchasers, alleging
violations of the Canadian Competition Act. The substantive allegationsin these cases are similar to those asserted in the SRAM cases filed in the United States.

In addition, three purported class action lawsuits alleging price-fixing of Flash products have been filed in Canada, asserting violations of the Canadian
Competition Act. These cases assert claims on behalf of a purported class of individuals and entities that purchased Flash memory directly and indirectly from
various Flash memory suppliers.

On May 5, 2004, Rambus filed acomplaint in the Superior Court of the State of California (San Francisco County) against the Company and other DRAM
suppliers. The complaint alleges various causes of action under Californiastate law including conspiracy to restrict output and fix prices of Rambus DRAM
(“RDRAM”) and unfair competition. Trial iscurrently scheduled to beginin September 2009. The complaint seeksjoint and several damages, trebled, punitive
damages, attorneys’ fees, costs, and a permanent injunction enjoining the defendants from the conduct alleged in the complaint.

The Company is unable to predict the outcome of these lawsuits and investigations and therefore cannot estimate the range of possibleloss. Thefinal
resolution of these alleged violations of antitrust laws could result in significant liability and could have a material adverse effect on the Company’s business,
results of operations or financial condition.

Securities Matters: On February 24, 2006, a putative class action complaint was filed against the Company and certain of its officersin the U.S. District Court
for the District of Idaho alleging claims under Section 10(b) and 20(a) of the Securities Exchange Act of 1934, as amended, and Rule 10b-5 promulgated
thereunder. Four substantially similar complaints subsequently were filed in the same Court. The cases purport to be brought on behalf of aclass of purchasers
of the Company’s stock during the pe