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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)
November 29, November 30,
Quarter ended 2007 2006
Net sales $ 1535 % 1,530
Cost of goods sold 1,530 1,088

Gross margin 5 442
Selling, general and administrative 112 180
Research and devel opment 163 183
Restructure 13 -
Other operating (income) expense, net (23) (31)

Operating income (10ss) (260) 110
Interest income 30 41
Interest expense (21) 1)
Other non-operating income (expense), net (1)

Income (loss) before taxes and noncontrolling interestsin net income (252) 153
Income tax (provision) @] (9)
Noncontrolling interestsin net income (3 (29)
Net income (l0ss) $ (262) $ 115
Earnings (l0ss) per share:

Basic $ 034 $ 0.15

Diluted (0.34) 0.15
Number of shares used in per share calculations:

Basic 7719 767.0

Diluted 771.9 779.6

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

CONSOLIDATED BALANCE SHEETS
(in millions except par value and share amounts)

(Unaudited)
November 29, August 30,

Asof 2007 2007
Assets
Cash and equivalents $ 1880 $ 2,192
Short-term investments 151 424
Receivables 1,067 994
Inventories 1,443 1,532
Prepaid expenses 84 67
Deferred income taxes 27 25

Total current assets 4,652 5,234
Intangible assets, net 392 401
Property, plant and equipment, net 8,576 8,279
Deferred income taxes 68 65
Goodwill 515 515
Other assets 295 324

Total assets $ 14498 $ 14,818
Liabilitiesand shareholders equity
Accounts payable and accrued expenses $ 1317 $ 1,385
Deferred income 87 84
Equipment purchase contracts 167 134
Current portion of long-term debt 281 423

Total current liabilities 1,852 2,026
Long-term debt 1,936 1,987
Deferred income taxes 11 25
Other liabilities 438 421

Total liabilities 4,237 4,459
Commitments and contingencies
Noncontrolling interestsin subsidiaries 2,760 2,607
Common stock, $0.10 par value, authorized 3 billion shares, issued and outstanding 760.5 million and 757.9

million shares, respectively 76 76

Additional capital 6,532 6,519
Retained earnings 901 1,164
Accumulated other comprehensive loss (8) 7)

Total shareholders’ equity 7,501 7,752

Total liabilities and shareholders equity $ 14498 $ 14,818

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

CONSOLIDATED STATEMENTSOF CASH FLOWS

(in millions)
(Unaudited)
November 29, November 30,
Quarter ended 2007 2006
Cash flows from operating activities
Net income (10ss) $ (262) $ 115
Adjustments to reconcile net income (l0ss) to net cash provided by operating activities:
Depreciation and amortization 504 380
Stock-based compensation 13 10
Provision to write-down inventories to estimated market values 62 -
Noncash restructure charges 6 -
Gain from disposition of equipment, net of write-downs (10) (5
Gain from sale of product and process technology -- (30)
Change in operating assets and liabilities:
(Increase) in receivables (80) 2
(Increase) decrease in inventories 27 (151)
Increase (decrease) in accounts payable and accrued expenses (6) 72
Other 22 40
Net cash provided by operating activities 276 429
Cash flowsfrom investing activities
Expenditures for property, plant and equipment (765) (1,099)
Purchases of available-for-sale securities (123) (827)
Proceeds from maturities of available-for-sale securities 365 1,082
Proceeds from sales of property, plant and equipment 64 11
Proceeds from sales of available-for-sale securities 19 66
Proceeds from sale of product and process technology - 30
Decrease in restricted cash - 14
Other 34 (45)
Net cash used for investing activities (406) (768)
Cash flows from financing activities
Cash received from noncontrolling interests 150 388
Proceeds from issuance of common stock 2 41
Repayments of debt (212) (56)
Payments on equipment purchase contracts (122) (161)
Other -- (@)
Net cash provided by (used for) financing activities (182) 211
Net decrease in cash and equival ents (312) (128)
Cash and eguivalents at beginning of period 2,192 1,431
Cash and equivalents at end of period 3$ 1,880 1,303
Supplemental disclosures
Income taxes paid, net $ (6) ©)
Interest paid, net of amounts capitalized (21) 2
Noncash investing and financing activities:
Equipment acquisitions on contracts payable and capital |eases 152 208

See accompanying notes to consolidated financial statements.




MICRON TECHNOLOGY, INC.

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

Significant Accounting Policies

Basis of 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 segments, Memory and Imaging. The Memory
segment’s primary products are DRAM and NAND Flash 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 Americaand 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’sfirst quarter of fiscal 2008 and 2007
ended on November 29, 2007, and November 30, 2006, respectively. The Company’sfiscal 2007 ended on August 30, 2007. All period references are to the
Company’sfiscal periods unless otherwiseindicated. 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 30, 2007.

Recently issued accounting standards: In December 2007, the Financial Accounting Standards Board (“ FASB”) ratified Emerging Issues Task Force
(“EITF") Issue No. 07-1, “ Accounting for Collaborative Arrangements,” which defines collaborative arrangements and establishes reporting and disclosure
requirements for transactions between participants in a collaborative arrangement and between participants in the arrangements and third parties. The Company is
required to adopt EITF No. 07-1 effective at the beginning of 2010. The Company is evaluating the impact that the adoption of EITF No. 07-1 will have onits
financial statements.

In December 2007, the FASB issued Statements of Financial Accounting Standards (“ SFAS”) No. 141 (revised 2007), “ Business
Combinations” (“SFAS No. 141(R)"), which establishes the principles and requirements for how an acquirer in a business combination (1) recognizes and
measuresin itsfinancial statements theidentifiable assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree, (2) recognizes and
measures the goodwill acquired in the business combination or again from abargain purchase, and (3) determineswhat information to disclose to enable users of
the financial statementsto evaluate the nature and financial effects of the business combination. 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 on or after the
beginning of 2010.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements — an amendment of ARB No. 51." SFAS
No. 160 requires that (1) noncontrolling interests be reported as a separate component of equity, (2) net income attributable to the parent and to the non-
controlling interest be separately identified in the income statement, (3) changesin a parent’s ownership interest while the parent retains its 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. The Company is evaluating the impact that the adoption of SFAS No.
160 will have on itsfinancial 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 elect to measure many financial instruments and certain other items at fair value on an instrument by
instrument basis, subject to certain restrictions. The Company isrequired to adopt SFAS No. 159 effective at the beginning of 2009. The impact of the adoption of
SFAS No. 159 on the Company’sfinancial statementswill depend on the extent to which the Company elects to measure eligible items at fair value.




In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 definesfair value, establishes aframework for measuring fair
value in generally accepted accounting principles and expands disclosures about fair value measurements. SFAS No. 157 applies under other accounting
pronouncements that require or permit fair value measurements. The Company isrequired to adopt FAS No. 157 effective at the beginning of 2009. The Company
is evaluating the impact this statement will have on its financial statements.

In June 2006, the FASB issued Interpretation No. 48 (“FIN 48”), “ Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No.
109.” The interpretation contains atwo-step approach to recognizing and measuring uncertain tax positions accounted for in accordance with SFAS No. 109. The
first step isto evaluate the tax position for recognition by determining if the weight of available evidence indicatesit is morelikely than not that the position will be
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step isto measure the tax benefit as the largest amount
which is more than 50% likely of being realized upon ultimate settlement. The Company adopted FIN 48 on August 31, 2007, which did not have asignificant
impact on the Company’ s results of operations or financial position. The Company did not change its policy of recognizing accrued interest and penalties related
to unrecognized tax benefits within theincome tax provision with the adoption of FIN 48. (See “Income Taxes’ note.)

In February 2006, the FASB issued SFAS No. 155, “Accounting for Certain Hybrid Financial Instruments.” SFAS No. 155 permitsfair value remeasurement for
any hybrid financial instrument that contains an embedded derivative that otherwise would require bifurcation. The Company adopted SFAS No. 155 as of the
beginning of 2008. The adoption of SFAS No. 155 did not impact the Company’s results of operations or financial condition.

Supplemental Balance Sheet I nformation

November 29, August 30,
Receivables 2007 2007
Trade receivables $ 783 $ 739
Taxes other than income 51 44
Other 235 215
Allowance for doubtful accounts 2 4
$ 1067 $ 994

As of November 29, 2007 and August 30, 2007, other receivablesincluded $89 million and $108 million, respectively, due from Intel Corporation (“Intel”)
primarily for amountsrelated to NAND Flash product design and process development activities. Other receivables as of November 29, 2007 and August 30, 2007,
included $77 million and $83 million, respectively, due from settlement of litigation.

Other noncurrent assets as of November 29, 2007 and August 30, 2007, included receivables of $73 million and $110 million, respectively, due from settlement
of litigation.

November 29, August 30,
Inventories 2007 2007
Finished goods $ 432 % 517
Work in process 767 772
Raw materials and supplies 244 243
$ 1443  $ 1,532

The Company’ sresults of operationsfor the first quarter of 2008 and fourth quarter of 2007 included charges of $62 million and $20 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.




Goodwill and Intangible Assets

November 29, 2007 August 30, 2007
Gross Accumulated Gross Accumulated
Amount Amortization Amount Amortization
Intangible assets:

Product and process technology $ 555 % (285 $ 544 3 (271)
Customer relationships 127 (23) 127 (19)
Other 29 (1) 29 9
$ 711 3% (3190 $ 700 $ (299)

During the first quarters of 2008 and 2007, the Company capitalized $11 million and $39 million, respectively, for product and process technology with
weighted-average useful lives of 10 yearsand 9 years, respectively.

Amortization expense for intangible assets was $20 million and $17 million for thefirst quarters of 2008 and 2007, respectively. Annual amortization expense
for intangible assets held as of November 29, 2007, is estimated to be $79 million for 2008, $68 million for 2009, $58 million for 2010, $53 million for 2011 and $44
million for 2012.

Asof November 29, 2007 and August 30, 2007, the Company had goodwill of $463 million related to its Memory segment and $52 million related to its Imaging
segment. The Company performsits annual test of impairment for goodwill in the fourth quarter of itsfiscal year.

November 29, August 30,
Property, Plant and Equipment 2007 2007

Land $ 107 $ 107
Buildings 3,658 3,636
Equipment 12,759 12,379
Construction in progress 342 209
Software 273 267
17,139 16,598

Accumulated depreciation (8,563) (8,319)

$ 8576 $ 8,279

Depreciation expense was $484 million and $375 million for thefirst quarters of 2008 and 2007, respectively.
November 29, August 30,
Accounts Payable and Accrued Expenses 2007 2007

Accounts payable $ 811 $ 856
Salaries, wages and benefits 219 247
Customer advances 85 85
Income and other taxes 3 33
Interest payable 18 19
Other 153 145

$ 1317 $ 1,385

As of November 29, 2007 and August 30, 2007, customer advances included $83 million for the Company’s obligation to provide certain NAND Flash memory
products to Apple Computer, Inc. (“Apple”) until December 31, 2010, pursuant to a prepaid NAND Flash supply agreement. As of November 29, 2007 and August
30, 2007, other accounts payable and accrued expenses included $19 million and $17 million for amounts due to Intel for NAND Flash product design and process
development and licensing fees pursuant to a product designs development agreement.

As of November 29, 2007 and August 30, 2007, other noncurrent liabilities included an additional $167 million pursuant to the supply agreement with Apple.




November 29, August 30,

Debt 2007 2007
Convertible senior notes payable, interest rate of 1.875%, due June 2014 $ 1300 $ 1,300
Capital |ease obligations payable in monthly installments through August 2021, weighted-average imputed
interest rates of 6.6% 637 666
Notes payable in periodic installments through July 2015, weighted-average interest rates of 3.5% and 4.5%,
respectively 210 374
Convertible subordinated notes payable, interest rate of 5.6%, due April 2010 70 70
2,217 2,410
Less current portion (281) (423)
$ 1936 $ 1,987

As of November 29, 2007, notes payable and capital |ease obligations above included $141 million, denominated in Japanese yen, at a weighted-average
interest rate of 1.6% and $119 million, denominated in Singapore dollars, at aweighted-average interest rate of 6.5%.

The Company’'s TECH subsidiary has a credit facility that, as of November 29, 2007, enabled it to borrow up to $320 million at Singapore Interbank Offered
Rate (“ SIBOR”) plus 2.5%, subject to customary covenants. Thetotal amount TECH could borrow under the credit facility decreased to $280 million as of
December 27, 2007, and will decline by approximately $40 million every calendar quarter thereafter until the facility expiresin September 2009. Amounts borrowed
under the facility would be duein quarterly installments through September 2009. As of November 29, 2007, TECH had not borrowed any amounts under the
credit facility. Through December 27, 2007, TECH had borrowed $160 million against the credit facility, reducing the amount available under the facility to $120
million.

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 manufacturing processes infringe their intellectual property rights. In this regard, the Company is engaged 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. The Company alsois
engaged in patent litigation with Mosaid Technologies, Inc. (“Mosaid”) in both the U.S. District Court for the Northern District of Californiaand the U.S. District
Court for the Eastern District of Texas. 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 asignificant portion of net sales. In the first quarter of 2008, the Company entered into
a settlement agreement with the Massachusetts I nstitute of Technology (“MIT") that did not have a material impact on the Company’s results of operations or
financial condition.

The Company is unable to predict the outcome of assertions of infringement made against the Company. A court determination that the Company’s products
or manufacturing processes infringe 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 a material adverse effect on the Company’s business, results of
operations or financial condition.

On June 17, 2002, the Company 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 “DOJ’) into possible antitrust violationsin the “ Dynamic Random Access
Memory” or “DRAM” industry. The Company is cooperating fully and actively with the DOJinitsinvestigation. The Company’s cooperation is pursuant to the
terms of the DOJ s Corporate Leniency Policy, which provides that in exchange for the Company’ s full, continuing and complete cooperation in the pending
investigation, the Company will not be subject to prosecution, fines or other penalties from the DOJ.




Subsequent to the commencement of the DOJDRAM investigation, at least sixty-eight purported class action 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 treble damages sustained by purported class members, in addition to
restitution, costs, and attorneys' fees. On June 1, 2007, the Court granted in part and denied in part the Company’s motion to dismiss the consolidated
complaint. Plaintiffs subsequently have filed an amended complaint, and the Company filed aresponse. A motion for class certification has been filed and is
expected to be heard in thefirst half of 2008.

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 |sland,
South Carolina, Tennessee, Texas, Utah, Vermont, Virginia, Washington, West Virginia, Wisconsin and the Commonwealth of the Northern Mariana
Islands. Three states, Ohio, New Hampshire, and Texas, subsequently voluntarily dismissed their claims. The remaining states filed a third amended complaint on
October 1, 2007. Alaska subsequently voluntarily dismissed its claims. The amended complaint alleges, among other things, violations of the Sherman Act,
Cartwright Act, and certain other states' consumer protection and antitrust laws and seeks damages, and injunctive 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.

Three purported class action DRAM lawsuits also have been filed 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 cases filed in the United States.

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 the direct purchaser class action suit that
was settled. The complaints allege, anong other things, violations of federal and state antitrust and competition lawsin the DRAM industry, and seek damages,
injunctive relief, and other remedies.

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 DOJinto possible antitrust violations in the “ Static Random Access Memory” or “SRAM” industry. The Company believes that
itisnot atarget of the investigation and is cooperating with the DOJin itsinvestigation of the SRAM industry.

Subsequent to the commencement of the DOJ SRAM investigation, at |east eighty purported class action lawsuits have been filed against the Company and
other SRAM suppliersin various federal courts on behalf of direct and 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 SRAM products during the period from January 1998
through December 2005. The complaints seek treble monetary damages sustained by purported class members, in addition to restitution, costs, and attorneys’
fees.

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

In September 2007, anumber of memory suppliers confirmed that they had received grand jury subpoenas from the U.S. District Court for the Northern District
of Californiaseeking information regarding an investigation by the DOJinto possible antitrust violationsin the "Flash" industry. The Company has not received a
subpoena and believesthat it is not atarget of the investigation.




At least thirty-four purported class action lawsuits were filed against the Company and other suppliers of Flash memory productsin various federal and state
courts on behalf of direct and 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 Flash memory products during the period from January 1, 1999 through the date the various cases were
filed. The complaints seek treble monetary damages sustained by purported class members, in addition to restitution, costs, and attorneys' fees.

Three purported class action Flash lawsuits al so have been filed 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 Flash casesfiled in the United States.

On May 5, 2004, Rambus filed a complaint 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 California state law including conspiracy to restrict output and fix prices on Rambus DRAM
(“RDRAM”) and unfair competition. The complaint seeks treble damages, 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. The final 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.

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 a class of purchasers of the Company’s
stock during the period February 24, 2001 to February 13, 2003. The five lawsuits have been consolidated and a consolidated amended class action complaint was
filed on July 24, 2006. The complaint generally alleges violations of federal securities|aws based on, among other things, claimed misstatements or omissions
regarding alleged illegal price-fixing conduct. The complaint seeks unspecified damages, interest, attorneys' fees, costs, and expenses.

In addition, on March 23, 2006, a shareholder derivative action was filed in the Fourth District Court for the State of Idaho (Ada County), allegedly on behal f
of and for the benefit of the Company, against certain of the Company’s current and former officers and directors. The Company also was named as a nominal
defendant. An amended complaint was filed on August 23, 2006. The complaint is based on the same allegations of fact asin the securities class actionsfiled in
the U.S. District Court for the District of Idaho and alleges breach of fiduciary duty, abuse of control, gross mismanagement, waste of corporate assets, unjust
enrichment, and insider trading. The complaint seeks unspecified damages, restitution, disgorgement of profits, equitable and injunctive relief, attorneys' fees,
costs, and expenses. The complaint is derivative in nature and does not seek monetary damages from the Company. However, the Company may be required,
throughout the pendency of the action, to advance payment of legal fees and costsincurred by the defendants. On May 29, 2007, the Court granted the
Company's motion to dismiss the complaint but provided plaintiffs |eave to file an amended complaint. On September 6, 2007, plaintiffs filed an amended
complaint.

The Company is unable to predict the outcome of these cases. A court determination in any of these actions against the Company could result in significant
liability and could have amaterial adverse effect on the Company’s business, results of operations or financial condition.




In March 2006, following the Company’s announcement of adefinitive agreement to acquire Lexar Media, Inc. (“Lexar”) in a stock-for-stock merger, four
purported class action complaints were filed in the Superior Court for the State of California (Alameda County) on behalf of shareholders of Lexar against Lexar
and itsdirectors. Two of the complaints also name the Company as a defendant. The complaints allege that the defendants breached, or aided and abetted the
breach of, fiduciary duties owed to L exar shareholders by, among other things, engaging in self-dealing, failing to engage in efforts to obtain the highest price
reasonably available, and failing to properly value Lexar in connection with amerger transaction between Lexar and the Company. The plaintiffs seek, among
other things, injunctive relief preventing, or an order of rescission reversing, the merger, compensatory damages, interest, attorneys' fees, and costs. On May 19,
2006, the plaintiffs filed a motion for preliminary injunction seeking to block the merger. On May 31, 2006, the Court denied the motion. An amended consolidated
complaint was filed on October 10, 2006. On June 14, 2007, the Court granted L exar's and the Company's motions to dismiss the amended complaint but allowed
plaintiffsleave to file afurther amended complaint. On November 8, 2007, the Court granted Lexar's and the Company’ s renewed motion to dismiss the case asto
all parties with prejudice.

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. The Company is currently a party to other legal actions arising out of the normal course of business, none of whichis
expected to have a material 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.

Equity Plans

As of November 29, 2007, the Company had an aggregate of 177.6 million shares of its common stock reserved for issuance under its various equity plans, of
which 124.1 million shares were subject to outstanding stock awards and 53.5 million shares were available for future grants. Awards are subject to terms and
conditions as determined by the Company’s Board of Directors.

Stock Options: The Company granted 0.2 million and 1.0 million shares of stock options during the first quarters of 2008 and 2007, respectively, with a
weighted-average grant-date fair value per share of $4.10 and $5.94, respectively.

Thefair value of each option award is estimated as of the date of grant using the Black-Scholes model. The Black-Scholes option valuation model was
developed for use in estimating the fair value of traded options which have no vesting restrictions and are fully transferable and requires the input of subjective
assumptions, including the expected stock price volatility and estimated option life. Expected volatilities are based on implied volatilities from traded options on
the Company’s stock and historical volatility. The expected life of options granted is based on the simplified method accepted by the Securities and Exchange
Commission. Therisk-free rates are based on the U.S. Treasury yield in effect a