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1934
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OR
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PART |

ITEM 1. BUSINESS

The following discussion contains trend informaténd other forward-looking statements that invavweumber of risks and
uncertainties. Forward-looking statements inclublet, are not limited to, statements such as thasgenin "Products” regarding growth in
demand for NAND Flash products and solid-statealiand the growth in the markets for phase chargmany products; in "Manufacturing”
regarding the transition to smaller line-width pess technologies and increases in output from 18&lFk wafer fabrication facility in
Singapore; and in "Research and Develop” regardon installation at our new research and developtrfecility in Boise, Idaho. Our actual
results could differ materially from our historicedsults and those discussed in the forward-lookiagements. Factors that could cause actual
results to differ materially include, but are nohited to, those identified in "ltem 1A. Risk Fastb All period references are to our fiscal
periods unless otherwise indicate

Corporate Information

Micron Technology, Inc., a Delaware corporationsvirecorporated in 1978. As used herein, "we," 'olus" and similar terms include
Micron Technology, Inc. and its subsidiaries, uslde context indicates otherwise. Our executffiees are located at 8000 South Federal
Way, Boise, Idaho 83716-9632 and our telephone eurish(208) 368-4000. Information about us is Edé on the internet at
www.micron.com. Copies of our Annual Report onrRdr0-K, Quarterly Reports on Form 10-Q and CurReports on Form 8-K, as well as
any amendments to these reports, are availablaghrtihe our website as soon as reasonably praldieter they are electronically filed with or
furnished to the Securities and Exchange Commigsimn"SEC"). Materials filed by us with the SEf@ also available at the SEC’s Public
Reference Room at 100 F Street, NE, Washington, B0649. Information on the operation of the PuBleference Room is available by cal
(800) SEC-0330. Also available on our websitecane Corporate Governance Guidelines, Governarmeeriittee Charter, Compensation
Committee Charter, Audit Committee Charter and CafdBusiness Conduct and Ethics. Any amendmemnigadrers of our Code of Business
Conduct and Ethics will also be posted on our weleati www.micron.com within four business dayshaf amendment or waiver. Copies of
these documents are available to shareholdersngpprest. Information contained or referenced anwabsite is not incorporated by reference
and does not form a part of this Annual Report omt10-K.

Overview

We are a global manufacturer and marketer of semigctor devices, principally DRAM, NAND Flash an®R Flash memory, as well as
other innovative memory technologies, packagingtsmis and semiconductor systems for use in leaddye computing, consumer, network
automotive, industrial and mobile products. Initidd, we manufacture semiconductor componentCtIOS image sensors and other
semiconductor products. We market our productsutlin our internal sales force, independent saf@gsentatives and distributors primarily to
original equipment manufacturers and retailerstiedaround the world. Our success is largely dégenon the market acceptance of our
diversified portfolio of semiconductor productsfi@ént utilization of our manufacturing infrastruce, successful ongoing development of
advanced process technologies and the return eangsand development investments.

We obtain products from three primary sources:p¢byuction from our wholly-owned manufacturingiféies, (2) production from our
joint venture manufacturing facilities and (3) tteaser degree from third party manufacturerstetent years, we have increased
manufacturing scale and product diversity througatsgic acquisitions and various partnering areamgnts, including joint ventures, which
have helped us to attain lower costs than we cotlidrwise achieve through internal investmentsealon




We have made significant investments to developtberietary product and process technology thahjEemented in our worldwide
manufacturing facilities and through our joint vems to enable the production of semiconductor yetsidwith increasing functionality and
performance at lower costs. We generally redueerthnufacturing cost of each generation of prothrough advancements in product and
process technology such as our leading-edge linghvgrocess technology and innovative array archite. We continue to introduce new
generations of products that offer improved perfamoe characteristics, such as higher data traretks, reduced package size, lower power
consumption and increased memory density. To &geeour significant investments in research aneldpwment, we have formed various
strategic joint ventures that have allowed us frehhe costs of developing memory product andge®technologies with our joint venture
partners. In addition, from time to time, we halso sold and/or licensed technology to other gsrtWe continue to pursue additional
opportunities to monetize our investment in intetll@l property through partnering and other arramgygs.

In the second quarter of 2011, we reorganized asiniess to better align with the markets we sekllgorior period amounts have been
retrospectively adjusted to reflect this reorgatiiza After the reorganization, we have the follagifour reportable segments:

DRAM Solutions Group (" DSG"): Includes high-volume DRAM products sold to the B@sumer electronics, networking and server
markets.

NAND Solutions Group (" NSG"): Includes high-volume NAND Flash products sold id&da storage, personal music players, and portions
of computing markets, as well as NAND Flash produsctid to Intel Corporation ("Intel") through ownsolidated IM Flash joint
ventures.

Wireless Solutions Group (" WSG"): Includes DRAM, NAND Flash and NOR Flash produatgjuding multi-chip packages, sold to the
mobile device market.

Embedded Solutions Group (" ESG"): Includes DRAM, NAND Flash and NOR Flash product $oto automotive and industrial
applications, as well as NOR and NAND Flash solddnsumer electronics, networking, PC and servekets

Our other operations do not meet the quantitativesholds of a reportable segment and are repontgelr All Other. All Other includes our
CMOS image sensor, LED, microdisplay and solar ajp@ns.
Products

Over the past several years we have been focusdiversifying our product portfolio beyond DRAM mhocts, which historically had
constituted a substantial majority of our sale2041, sales of DRAM products were less than halftotal sales and in the fourth quarter of

2011 sales of NAND Flash products exceeded salBdk@éfM products for the first time in our history.

Dynamic Random Access Memory ("DRAM")

DRAM products are high-density, low-cost-per-bétndom access memory devices that provide high-spetedstorage and retrieval.
DRAM products were 41%, 60% and 50% of our totdlsades in 2011, 2010 and 2009, respectively. DR&bMucts are sold by the DSG, W
and ESG segments. We offer DRAM products with @etaiof performance, pricing and other charactessincluding high-volume DDR3 and
DDR2 products as well as specialty DRAM memory pieid including Mobile Low Power DRAM ("LPDRAM"), DR, SDRAM, Reduced
Latency DRAM ("RLDRAM") and Pseudo-static DRAM ("R8M").

DDR3 and DDR2 : DDR3 and DDR2 are standardized, high-density, higltbme DRAM products that are sold primarily foeuss
main system memory in computers and servers. DDRI¥R2 products offer high speed and high bandwadta relatively low cost compar
to other DRAM products. DDR3 products were 21%, 28% 7% of our total net sales in 2011, 2010 ari®26Bspectively. DDR2 products
were 10%, 24% and 22% of our total net sales in22010 and 2009, respectively.

We offer DDR3 products in 1 gigabit ("Gb"), 2Gb ah&b densities and DDR2 products in 256 megaMb(), 512 Mb, 1 gigabit and
2 Gb densities. We expect these densities willdmegsary to meet future customer demands for al lanway of products and offer these
products in multiple configurations, speeds andpge types.




Specialty DRAM products : We also offer DRAM memory products including DDRJEDDR2 Mobile LPDRAM, DDR, SDRAM,
RLDRAM and PSRAM in densities ranging from 64 Mb2t&sb. LPDRAM products are used primarily in laptagmputers, tablets, and other
consumer devices that require low power consump@um other specialty DRAM products are used prityam networking devices, servers,
consumer electronics, communications equipmentantouter peripherals as well as computer memoryadss. Aggregate sales of LPDRAM
and our other DRAM products were 10%, 14% and 21%uototal net sales in 2011, 2010 and 2009, retspay.

NAND Flash Memory ("NAND")

NAND products are electrically re-writeable, norlatde semiconductor memory devices that retaint@otwhen power is turned off.
NAND sales were 36%, 28% and 39% of our total atgssin 2011, 2010 and 2009, respectively. NANDdpots are sold by the NSG, WSG
ESG segments. NAND is ideal for mass-storage devdce to its fast erase and write times, high dgresnd low cost per bit relative to other
solid-state memory. Removable storage devices, asithSB and Flash memory cards, are used withatigihs such as personal computers,
digital still cameras, MP3/4 players and mobile pb& Embedded NAND-based storage devices areegtiizmobile phones, MP3/4 players,
computers, solid-state drives ("SSDs"), tabletsathér personal and consumer applications. The ebéok NAND products has grown rapidly
and we expect it to continue to grow due to denfanthese and other removable and embedded stdeagees.

Our NAND products feature a small cell structurattbnables higher densities for demanding apptinatiWe offer Single-Level Cell
("SLC") NAND products and Multi-Level Cell ("MLC"NAND products, which have two or more times thedatsity of SLC NAND products.
In 2011, we offered SLC NAND products in 1 Gb, 2,@l5b and 8 Gb densities. In addition, we offe8e@b, 16 Gb, 32 Gb and 64 Gb 2-bit-
per-cell MLC NAND products and 32 Gb and 64 Gb 8gar-cell MLC NAND products. We offer high-speedND products that are
compatible with advanced interfaces. We offer NARBsh in multichip packages ("MCPs") that incorperdAND Flash with other memory
products to create a single package that simplifessgn while improving performance and functiotyali

We offer next-generation RealSSD™ solid-state driog enterprise server and notebook applicatiomisfeature higher performance,
reduced power consumption and enhanced relialasityompared to typical hard disk drives. Using®IU€ and MLC NAND process
technology, these SSDs are offered in 2.5-inchla8dnch form factors, with densities up to 512ajigtes. We also offer embedded USB
devices with densities up to 16 gigabytes. We anepding enterprise PCle SSDs with capacities ugdfd gigabytes. We expect that demand for
SSDs will continue to increase significantly oviee next several years.

Through our Lexar™ brand, we sell high-performadicgtal media products and other flash-based stopgducts through retail and
original equipment manufacturing ("OEM") channésir digital media products include a variety osflamemory cards and JumpDrive ™
products with a range of speeds, capacities ancevadided features. We offer flash memory cardsviarigty of speeds and capacities and in all
major media formats, including: CompactFlash, Mgntick and Secure Digital ("SD"). CompactFlash M&mory Stick products sold by us
incorporate our patented controller technology.e®tiroducts, including SD memory cards and someplrive ™ products, incorporate third
party controllers. We sell products under our L&&rand and manufacture products that are soldrustter brand names. We also resell flash
memory products that are purchased from other NA3h suppliers.

NOR Flash Memory ("NOR")

NOR products are electrically re-writeable, nonatibd semiconductor memory devices that retaineanivhen power is turned off, offer
fast read times due to random access capabilithhand execute-in-place ("XiP") capability that eleatprocessors to read NOR without first
accessing RAM. These capabilities make NOR ideastiaring program code in wireless and embeddedicapipns. Our NOR sales originated
from the May 7, 2010 acquisition of Numonyx and ev&B% and 5% of our total net sales for 2011 arid 2@espectively. NOR products are
sold by the WSG and ESG segments.

We offer both parallel and serial interface NORdutts in a broad range of densities, packagesfeatdres. Our parallel NOR products are
constructed to meet the needs of the consumeratécs, industrial, wired and wireless communicasiocomputing and automotive applicatic
These products offer high densities, XiP perforneaacchitectural flexibility and proven reliability rigorous industrial settings. Our serial N
products are designed to meet the needs of conselewronics, industrial, wired communications, andhputing applications. These products
offer industry-standard packaging, pinouts, commsetd and chipset compatibility.




Phase Change Memory ("PCM")

PCM is a new memory technology that combines ttrébates of NOR, NAND and RAM, simplifying memoryd producing more
capabilities within a single chip. PCM is bit-alibte, non-volatile memory featuring fast read/wWetase speeds that is highly scalable to lower
line-width technologies. We currently offer bothrgléel and serial interface PCM products and exgleat the market for these products will
increase significantly in the next several years.

Partnering Arrangements

The following is a summary of our partnering arramgnts as of September 1, 2011:

Approximate Micron Formed/
Partner(s) Ownership Interest Acquired Product Market
Consolidated Entities:
IMFT (1) Intel Corporation 51% 2006 NAND Flash
IMFS Q) Intel Corporation 86% 2007 NAND Flash
MP Mask (2) Photronics, Inc. 50% 2006 Photomasks
Equity Method Investments:
Inotera 3) Nanya Technology Corporation 30% 2009DRAM
MeiYa 3) Nanya Technology Corporation 50% 2008DRAM
Transform (4) Origin Energy Limited 50% 2010Solar Panels
Aptina (5) Riverwood Capital LLC and TPG CMOS Image
Partners VI, L.P. 35% 2009 Sensors

(1) IM Flash: We partner with Intel Corporation ("Intel") for tlikesign, development and manufacture of NAND Ffasiducts. In
connection therewith, we have formed two joint vees with Intel to manufacture NAND Flash memorgaicts for the exclusive
benefit of the partners: IM Flash TechnologiesCLUIMFT") and IM Flash Singapore LLP ("IMFS") (dettively, "IM Flash"). As of
September 1, 2011, we owned an approximate 51%esiten IMFT and an approximate 86% interest in BAkith the remaining
interests held by Intel. Our ownership interedMirS increased from 51% prior to the second quatt€010 to 86% on September 1,
2011 as Intel did not match our capital contribmgio On September 26, 2011, Intel participateddagital call of IMFS by contributing
$131 million. After that capital call, our ownerphnterest in IMFS was reduced to 82%. The partakese the output of IM Flash
generally in proportion to their investment in INaBh. We sell NAND Flash products to Intel throulyhFlash at long-term negotiated
prices approximating cost. We generally share pecbdesign and other research and development eqstdly with Intel. In 2011, IM
Flash began ramping production at a new Singapafenfabrication facility and we expect that outfrem this facility will
significantly increase our overall NAND Flash pratian in 2012. (See "Item 8. Financial Statement$ Supplementary Data — Notes
to Consolidated Financial Statements — Consoliddtathble Interest Entities — NAND Flash joint vergs with Intel" note.)

(2) MP Mask: We produce photomasks for leading-edge and advameddyeneration semiconductors through MP Mashiielogy
Center, LLC ("MP Mask"), a joint venture with Phartics, Inc. ("Photronics"). We and Photronics dlawe supply arrangements
wherein we purchase a substantial majority of #teles produced by MP Mask. (See "ltem 8. Finalnstatements and Supplement
Data — Notes to Consolidated Financial Statemesnsolidated Variable Interest Entities — MP Ma&skhnology Center, LLC."
note.)




(3) Inoteraand MeiYa: We partner with Nanya Technology Corporation ("Nabyor the design, development and manufactuistaxfk
DRAM products, including the joint development dRBM process technology. In connection therewitk, vave partnered with Nar
in two Taiwan DRAM memory companies, Inotera Merasyilnc. ("Inotera™) and MeiYa Technology Corparat("MeiYa"). We havt
a supply agreement with Inotera and Nanya whickgiys the right and obligation to purchase 50%ofidra’s semiconductor memory
capacity subject to specific terms and conditiodsder the formula for this supply agreement, alties’ manufacturing costs related
wafers supplied by Inotera, as well as our and ldangevenue for the resale of products from wasergplied by Inotera, are considered
in determining costs for wafers from Inotera. Imataccounted for 37% of our DRAM gigabit productiarthe fourth quarter of 2011.
We also partner with Nanya to jointly develop psstechnology and designs to manufacture stack DRAIucts. In connection with
the partnering agreement, we have also deployedi@rbed certain intellectual property relatedht® manufacture of stack DRAM
products to Nanya and licensed certain intellegaperty from Nanya. Under a cost-sharing arrameyg effective beginning in April
2010, we generally share DRAM development costalgwith Nanya. In addition, in 2010 we beganei®ing royalties from Nanya
for sales of stack DRAM products manufactured bfooiNanya with technology developed prior to A@#U10. (See "Item 8. Financial
Statements and Supplementary Data — Notes to ddatad Financial Statements — Equity Method Investts — Inotera and MeiYa
DRAM Joint Ventures with Nanya" note.)

(4) Transform: On December 18, 2009, we acquired a 50% intereBtansform Solar Pty Limited ("Transform"), a subary of Origin
Energy Limited ("Origin") in exchange for nonmoaset assets with a fair value of $65 million, cotiaig of manufacturing facilities,
equipment, intellectual property and a fully-pagdde to a portion of our Boise, Idaho manufactui@egities. Transform develops and
manufactures photovoltaic solar panels. (See "Befinancial Statements and Supplementary DatatesNo Consolidated Financial
Statements — Equity Method Investments — Transforoté.)

(5) Aptina: We manufacture CMOS image sensor products for Aptimder a wafer supply agreement. We own 64% ¢hAjs common
stock and none of their preferred stock resulting total ownership interest in Aptina of 35%. @westment in Aptina is accounted
for as an equity method investment, in which wegeize our share of Aptina’s results of operatibased on our 64% share of
Aptina’s common stock. (See "Item 8. Financialt&tzents and Supplementary Data — Notes to Conselidéinancial Statements —
Equity Method Investments — Aptina" note.)

Manufacturing

Our manufacturing facilities are located in the tddiStates, China, Israel, Italy, Malaysia, Puiitt and Singapore. Our Inotera joint
venture also has a wafer fabrication facility inwan. In 2011, we sold our wafer fabrication fagilin Japan to Tower Semiconductor Ltd.
("Tower") and entered into a supply agreement fmwér to manufacture products for us in the factlityough approximately May 2014. Our
manufacturing facilities generally operate 24 hquesday, 7 days per week. Semiconductor manufagtis extremely capital intensive,
requiring large investments in sophisticated fdesi and equipment. A significant portion of ouméeonductor equipment is replaced every tl
to five years with increasingly advanced equipmBiRAM, NAND and NOR share common manufacturing psses, enabling us to leverage
our product and process technologies and manufagtinfrastructure across these product lines.

Our process for manufacturing semiconductor pragdisctomplex, involving a number of precise stépduding wafer fabrication,
assembly and test. Efficient production of semieandr products requires utilization of advanced isemductor manufacturing techniques and
effective deployment of these techniques acrossipteifacilities. The primary determinants of maactiiring cost are die size, number of mask
layers, number of fabrication steps and numbemofigdie produced on each wafer. Other factorsdbiatribute to manufacturing costs are wi
size, cost and sophistication of manufacturing gaeint, equipment utilization, process complexibstof raw materials, labor productivity,
package type and cleanliness of the manufacturimganment. We continuously enhance our produgpiacesses, reducing die sizes and
transitioning to higher density products. In 200/&, transitioned the majority of our DRAM productitm42nm line-width process technology
and began transitioning to 30nm line-width prodesfinology. In 2011 most of our NAND Flash memorgducts were manufactured on our
25nm line-width process technology and we expecbtdinue transitioning to 20nm line-width procésshnology in 2012. In 2011, we
manufactured all of our NAND Flash and our highawok DRAM products on 300mm wafers. We manufacttid®R Flash, some specialty
DRAM and CMOS image sensor products on 200mm walier8011, the majority of our NOR Flash memorydwats were manufactured on
our 65nm line-width process technology and we ekfmecontinue transitioning to 45nm line-width tectogy in 2012.




Wafer fabrication occurs in a highly controllede@h environment to minimize dust and other yieldtt quality-limiting contaminants.
Despite stringent manufacturing controls, equipnagrdrs, minute impurities in materials, defectplmtomasks, circuit design marginalities or
defects and dust particles can lead to wafers sirapped and individual circuits being nonfunctiioisuccess of our manufacturing operations
depends largely on minimizing defects to maximieddyof high-quality circuits. In this regard, wenploy rigorous quality controls throughout
the manufacturing, screening and testing proce¥¥esare able to recover many nonstandard devicésstiyng and grading them to their highest
level of functionality.

After fabrication, most silicon wafers are sepadateo individual die. We sell semiconductor protduin both packaged and unpackaged
(i.e. "bare die") forms. For packaged productscfiomal die are sorted, connected to external leadisencapsulated in plastic packages. We
assemble products in a variety of packages, ineu@iSOP (thin small outline package), TQFP (thindjflat package) and FBGA (fine pitch
ball grid array). Bare die products address custoreguirements for smaller form factors and higiemory densities and provide superior
flexibility for use in packaging technologies suahsystems-in-a-package (SIPs) and multi-chip geek@CPs), which reduce the board area
required.

We test our products at various stages in the naatwfing process, perform high temperature burnifinished products and conduct
numerous quality control inspections throughoutehgre production flow. In addition, we use ouoprietary AMBYX™ line of intelligent test
and burn-in systems to perform simultaneous citesits of DRAM die during the burn-in process, aapg quality and reliability data and
reducing testing time and cost.

We assemble a significant portion of our memorydpats into memory modules. Memory modules condiancarray of memory
components attached to printed circuit boards ("®ECBat insert directly into computer systems theo electronic devices. We also contract
with independent foundries and assembly and testiggnizations to manufacture Lexar-brand flashiemptbducts such as memory cards and
USB devices.

We utilize subcontractors to perform a significpattion of our assembly and module assembly sesviogitsourcing these services enables
us to reduce costs and minimize our capital investm

In recent years, we have produced an increasimgligdoportfolio of products, which enhances ourighbib allocate resources to our most
profitable products but also increases the complefiour manufacturing process. Although our prtdines generally use similar
manufacturing processes, our overall cost effigiazan be affected by frequent conversions to newdymts, the allocation of manufacturing
capacity to more complex, smaller-volume parts thedreallocation of manufacturing capacity acraasous product lines.

NAND Flash Joint Ventures with Intel Corporation

Our IM Flash joint ventures with Intel manufacttid&ND Flash memory products for the exclusive benafihe partners. We share the
output of IM Flash with Intel generally in propanti to our and Intel's investment in IM Flash. IrL20IM Flash began ramping production at a
new Singapore wafer fabrication facility and we eafpthat output from this facility will significalytincrease our overall NAND Flash
production in 2012,

Inotera

Under a supply agreement with Inotera, we haveitig and obligation to obtain 50% of Inotera'satatapacity of approximately 130,000
300mm DRAM wafer starts per month as of Septembg011. Inotera accounted for 33% of our DRAM gigaboduction in 2011.

MP Mask

We produce photomasks for leading-edge and advamddyeneration semiconductors through MP Mask awtePhotronics also have
supply arrangements wherein we have agreed to asech substantial majority of the reticles produne®P Mask.

Aptina Supply Agreement

We manufacture CMOS image sensor products for Aptimder a wafer supply agreement.

(See "Partnering Arrangements")




Availability of Raw Materials

Our production processes require raw materialsritest exacting standards, including several thatastomized for, or are unique to,
us. We generally have multiple sources and sefficavailability of supply. However, only a limitedimber of suppliers are capable of
delivering certain raw materials that meet our déaids. In some cases, materials are providedsiiygée supplier. Various factors could reduce
the availability of raw materials such as silicoafers, photomasks, chemicals, gases, photoresast ftames, molding compound and other
materials. Shortages may occur from time to timthe future. In addition, transportation problernsid delay our receipt of raw
materials. Lead times for the supply of raw maflerhave been extended in the past. If our supfplgiw materials is interrupted or our lead
times extended, our results of operations or firdrmondition could be adversely affected.

Marketing and Customers

Our products are sold into computing, consumeryording, telecommunications, automotive, industaiatl imaging markets. Market
concentrations from 2011 net sales were approxisnatefollows: computing (including desktop PCayvses, notebooks and workstations),
30% ; mobile, 25% ; consumer electronics, 15% ;m&tvorking and storage, 15% . Sales to Intel, grily of NAND Flash from our IM Flash
joint ventures, were 10% of our net sales in 2@24,0f our net sales in 2010, and 20% of our netssial 2009. Sales to Hewl-Packard
Company, primarily of DRAM, were 9% of our net sale 2011 and 13% of our net sales in 2010.

Our semiconductor memory products are offered utideMicron, Lexar®, Crucial™, SpecTek® and Numa®ybrand names and private
labels. We market our semiconductor memory prodaigisarily through our own direct sales force anaimtain sales offices in our primary
markets around the world. We sell Lexar-branded WANash memory products primarily through retaidshels and our Crucial™-branded
products through a web-based customer direct shkasnel as well as channel and distribution pastr@ur products are also offered through
independent sales representatives and distributmlependent sales representatives obtain ordbjsciuo final acceptance by us and are
compensated on a commission basis. We make shipragainst these orders directly to the customestributors carry our products in
inventory and typically sell a variety of other deanductor products, including competitors' produd¥/e maintain inventory at locations in
close proximity to certain key customers to faatht rapid delivery of products.

We offer products designed to meet the diversesieédomputing, server, automotive, networking, owercial/industrial, consumer
electronics, mobile, embedded, security and medipplications. Many of our customers require adhgh review or qualification of
semiconductor products, which may take several hwont

Backlog

Because of volatile industry conditions, custonmaesreluctant to enter into long-term, fixed-pricstracts. Accordingly, new order
volumes for our semiconductor products fluctuagmidicantly. We typically accept orders with ackviedgment that the terms may be adjusted
to reflect market conditions at the date of shipmd¥or these reasons, we do not believe that merdacklog as of any particular date is a
reliable indicator of actual sales for any succegdtieriod.

Product Warranty

Because the design and manufacturing processificeeductor products is highly complex, it is pasithat we may produce products 1
do not comply with customer specifications, contdéfiects or are otherwise incompatible with endsude accordance with industry practice,
we generally provide a limited warranty that oungucts are in compliance with our specificationstxg at the time of delivery. Under our
general terms and conditions of sale, liability dertain failures of product during a stated waygueriod is usually limited to repair or
replacement of defective items or return of, oredit with respect to, amounts paid for such itetdsder certain circumstances, we provide
more extensive limited warranty coverage than phavided under our general terms and conditions.




Competition

We face intense competition in the semiconductanmorg markets from a number of companies, includihgida Memory, Inc.; Hynix
Semiconductor Inc.; Samsung Electronics Co., Lah[@sk Corporation; Spansion Inc. and Toshiba Carpan. Some of our competitors are
large corporations or conglomerates that may hasatgr resources to withstand downturns in the samdiuctor markets in which we compete,
invest in technology and capitalize on growth opaities. Our competitors seek to increase silicapacity, improve yields, reduce die size and
minimize mask levels in their product designs risglin significantly increased worldwide supplydadownward pressure on prices. Many of
our high-volume memory products are manufactureddastry standard specifications, and as suche kawilar performance characteristics to
our competitors. For these high-volume memory petglithe principal competitive factors are gengnatice and performance characteristics
including: operating speed, power consumptionabglity, compatibility, size and form factors. Four other memory products, the
aforementioned performance characteristics geyeie precedent to pricing.

Research and Development

Our process technology research and developme®iY"Refforts are focused primarily on developmefisaccessively smaller line-width
process technologies, which are designed to fatglibur transition to next generation memory présiutdditional process technology R&D
efforts focus on advanced computing and mobile mgrarchitectures, the investigation of new oppoittas that leverage our core
semiconductor expertise and the development ofmamufacturing materials. Product design and devedop efforts are concentrated on our
high density DDR3 DRAM and LP-DDR2 mobile LPDRAMaatucts as well as high density and mobile NAND Flasemory (including multi-
level cell technology), NOR Flash memory, speciatigmory, PCM and other next-generation memoriesa@mhory systems.

Our R&D expenses were $791 million, $624 milliord&#647 million in 2011, 2010 and 2009, respectiveéle generally share R&D
process and design costs for NAND Flash equalliz initel and for DRAM equally with Nanya. As a resofl reimbursements under our NAND
Flash and DRAM cost sharing arrangements with oiat yenture partners, our overall R&D expenseseweduced by $236 million, $155
million and $107 million in 2011, 2010 and 200%pectively.

To compete in the semiconductor memory industrypwst continue to develop technologically advanmediucts and processes. We
believe that expansion of our semiconductor prodiferings is necessary to meet expected marketaddrfor specific memory solutions. Our
process development center and largest designrametéocated at our corporate headquarters ineBédaho. In 2011, we began construction of
a new 450mm-wafer capable R&D facility in Boise alihiwe expect will be ready for tool installationsthe beginning of calendar year 2012.
We have several additional product design centeosher strategic locations around the world. Idithoh, we develop leading edge
photolithography mask technology at our MP Maskteienture facility in Boise.

R&D expenses vary primarily with the number of depenent wafers processed, the cost of advancegeguit dedicated to new product
and process development, and personnel costs. 8=cdthe lead times necessary to manufacturerodupts, we typically begin to process
wafers before completion of performance and rdiigtiiesting. We deem development of a product cieteponce the product has been
thoroughly reviewed and tested for performancerafidbility. R&D expenses can vary significantlypgasding on the timing of product
qualification.

Geographic Information

Sales to customers outside the United States tb$let billion for 2011 and included $3.0 billiamnsales to China, $924 million in sales to
Europe, $744 million in sales to Taiwan, $737 roillin sales to Malaysia and $1.5 billion in satethe rest of the Asia Pacific region (excluc
China, Malaysia and Taiwan). Sales to custometsidrithe United States totaled $7.1 billion fol@@nd $3.9 billion for 2009. As of
September 1, 2011, we had net property, plant gonghment of $3.6 billion in Singapore, $3.5 billionthe United States, $190 million in Italy,
$179 million in China, $94 million in Israel, an@&million in other countries. (See "ltem 8. Finah Statements and Supplementary Data —
Notes to Consolidated Financial Statem« Geographic Information” note and "ltem 1A. Risdctors.")




Patents and Licenses

In recent years, we have been recognized as arlgaper capita and quality of patents issued.ofSeptember 1, 2011, we owned
approximately 17,100 U.S. patents and 3,200 forpigents. In addition, we have numerous U.S. arglgn patent applications pending. Our
patents have various terms expiring through 2030.

We have a number of patent and intellectual prgdense agreements. Some of these license agrégemequire us to make one-time or
periodic payments. We may need to obtain additipatent licenses or renew existing license agrexsria the future. We are unable to predict
whether these license agreements can be obtaimed@wed on acceptable terms.

In recent years, we have recovered some of oustmant in technology through sales or licensestelflectual property rights to joint
venture partners and other third parties. We arsying additional opportunities to recover ourdgstment in intellectual property through
additional sales or licenses of intellectual propand potential partnering arrangements.

Employees

As of September 1, 2011, we had approximately Zbekfiployees, of which approximately 15,500 wereidetthe United States, including
approximately 7,600 in Singapore, 3,300 in Italy,0D in China, 1,300 in Israel and 1,000 in MalaysDur employees include approximately
2,800 in our IM Flash joint ventures, primarily &ed in the United States and Singapore. Our gmpat levels can vary depending on market
conditions and the level of our production, reskaned product and process development. Many oéoynloyees are highly skilled and our
continued success depends in part upon our atbliggtract and retain such employees. The lo&gypersonnel could have a material adverse
effect on our business, results of operationsraricial condition.

Environmental Compliance

Government regulations impose various environmergatrols on raw materials and discharges, emissaowl solid wastes from our
manufacturing processes. In 2011, our wholly-owweéer fabrication facilities continued to confotmthe requirements of ISO
14001certification. To continue certification, weet annual requirements in environmental policynpliance, planning, management, structure
and responsibility, training, communication, docunneontrol, operational control, emergency prepaesg and response, record keeping and
management review. While we have not experienogdheaterially adverse effects to our operationsifenvironmental regulations, changes in
the regulations could necessitate additional chgitpenditures, modification of our operations titews compliance actions.

Directors and Executive Officers of the Registrant
Our officers are appointed annually by the Boar@®wéctors and our directors are elected annuallglr shareholders. Any directors

appointed by the Board of Directors to fill vacaxbn the Board serve until the next election leystareholders. All officers and directors s¢
until their successors are duly chosen or eleateldymalified, except in the case of earlier demhignation or removal.
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As of September 1, 2011, the following executiviicefs and directors were subject to the repontegirements of Section 16(a) of the
Securities Exchange Act of 1934, as amended.

Name Age Position

Mark W. Adams 47  Vice President of Worldwide Sales

Steven R. Appleton 51 Chairman and Chief Executive Officer

D. Mark Durcan 50 President and Chief Operating Officer

Thomas T. Eby 50 Vice President of Embedded Solutions

Ronald C. Foster 61 Vice President of Finance and Chief Financial @iffic
Glen W. Hawk 49 Vice President of NAND Solutions

Roderic W. Lewis 56 Vice President of Legal Affairs, General Counsel &vorporate Secretary
Matrio Licciardello 69 Vice President of Wireless Solutions

Patrick T. Otte 49 Vice President of Human Resources

Brian J. Shields 49 Vice President of Worldwide Operations

Brian M. Shirley 42  Vice President of DRAM Solutions

Teruaki Aoki 69 Director

James W. Bagley 72 Director

Robert L. Bailey 54  Director

Patrick J. Byrne 50 Director

Mercedes Johnson 57 Director

Lawrence N. Mondry 51 Director

Robert E. Switz 65 Director

Mark W. Adamgoined us in June 2006. From January 2006, untibimed us, Mr. Adams was the Chief Operating Gffiof Lexar Media,
Inc. Mr. Adams served as the Vice President of Saiel Marketing for Creative Labs, Inc. from Decem®002 to January 2006. From March
2000 to September 2002, Mr. Adams was the Chiettixee Officer of Coresma, Inc. Mr. Adams holds A B Economics from Boston
College and an MBA from Harvard Business School.

Steven R. Appletdnined us in February 1983 and has served in varapacities since that time. Mr. Appleton firstéme an officer in
August 1989 and has served in various officer posstsince that time. From April 1991 until July9®and since May 1994, Mr. Appleton has
served on our Board of Directors. From Septemb@d16 June 2007, Mr. Appleton served as our Chiefchtive Officer, President and
Chairman of the Board of Directors. From June 2007 Appleton served as our Chief Executive Offiead Chairman of the Board. Mr.
Appleton holds a BA in Business Management fromsBd@tate University.

D. Mark Durcanjoined us in June 1984 and has served in variosgipas since that time. Mr. Durcan was appoirgad Chief Operating
Officer in February 2006 and President in June 20d@¥. Durcan has been an officer since 1996. Dincan holds a BS and MChE in Chemi
Engineering from Rice University.

Thomas T. Ebjpined us in September 2010 and serves as ourRfiesident of Embedded Solutions. Mr. Eby was wihrision Inc from
October 2005 to September 2010 where he held lgadlas in strategy and communications, sales aatteting, and integration. He was also
the General Manager of and Excutive Vice PresidéSpansion's embedded group. Mr. Eby previouslg ae/ariety of positions in sales and
marketing and strategy with AMD. Mr. Eby holds a 8&jree in Electrical Engineering and Computerr@adrom Princeton University.

Ronald C. Fostejoined us in April 2008 and is the Chief Financial OfficerdaWice President of Finance. In this position, oster has
oversight responsibilities of the financial aspeadtMicron's worldwide operations. He was appainte his current position in 2008 after sern
as a member of the Board of Directors from Junet206pril 2005. Before joining Micron, Mr. Fostesras the chief financial officer of
FormFactor, Inc. He previously served as the Chie&ncial Officer for JDS Uniphase, Inc., and Ngvac., and has held senior financial
management positions at Hewlett-Packard and Appliatkrials. He is currently a member of the Boafr®irectors of Luxim, Inc. Mr. Foster
holds an MBA from the University of Chicago and A Bl Economics from Whitman College.

Glen W. Hawkoined us in May 2010 and serves as our Vice Peasidf NAND Solutions. Mr. Hawk served as the VRmesident and
General Manger of the Embedded Business Group tiondthyx from 2008 to May 2010. Prior to Numonyx,.Miawk served as General
Manager of the Flash Product Group for Intel Coagtion. Mr. Hawk holds a BS in Chemical Engineetfiram the University of California,
Berkeley.
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Roderic W. Lewifined us in August 1991 and has served in variaacities since that time. Mr. Lewis has sensedu Vice President
of Legal Affairs, General Counsel and Corporater&eacy since July 1996. Mr. Lewis holds a BA imbBomics and Asian Studies from
Brigham Young University and a JD from Columbia Wrisity School of Law.

Mario Licciardellojoined us in May 2010 and serves as our Vice Pegsidf Wireless Solutions. Mr. Licciardello senesithe Chief
Operating Officer for Numonyx since its inception2008 through May 2010. Prior to Numonyx, Mr. liamdello served as Corporate Vice
President and General Manager of the Flash Mem@Gnieap at STMicroelectronics N.V. Mr. Licciardebwolds a BS in Physics from the
University of Catania, Italy.

Patrick T. Ottgoined us in 1987 and has served in various pastaf increasing responsibility, including prodoatiand operations
manager in several of our fabrication facilitiesl aite director for our facility in Manassas, Ving. Mr. Otte has served as our Vice Preside
Human Resources since March 2007. Mr. Otte holS degree from St. Paul Bible College in Minneapdinnesota.

Brian J. Shieldgoined us in November 1986 and has served in vari@erational positions with us. Mr. Shields flsstame an officer in
March 2003 and was Vice President of Wafer Falidoadtarting December 2005 and has served as \fesdent of Worldwide Operations
from June 2010.

Brian M. Shirleyjoined us in August 1992 and has served in vanmsitions since that time. Mr. Shirley became \Weesident of Memor
in February 2006 and has served as Vice PresidédRAM Solutions from June 2010. Mr. Shirley hol@d®8S in Electrical Engineering from
Stanford University.

Teruaki Aokihas served as President of Sony University sinad 2p05. Dr. Aoki has been associated with Sanges 1970 and has held
various executive positions, including Senior Exa@uVice President and Executive Officer of Sorgri@ration as well as President and Chief
Operating Officer of Sony Electronics, a U.S. sdlasiy. Dr. Aoki holds a Ph.D. in Material Sciendesm Northwestern University as well as a
BS in Applied Physics from the University of Tokyble was elected as an IEEE Fellow in 2003 andeseag Advisory Board Member of
Kellogg School of Management of Northwestern Unsityr Dr. Aoki also serves on the board of Citizéwldings Co., Ltd. Dr. Aoki is the
Chairman of the Board's Compensation Committee h&$eserved on our Board of Directors since 2006.

James W. Baglelyecame the Executive Chairman of Lam Research Catipo ("Lam"), a supplier of semiconductor mantfaing
equipment, in June 2005. From August 1997 thraligte 2005, Mr. Bagley served as the Chairman aief Ekecutive Officer of Lam. Mr.
Bagley is a member of the Board of Directors ofaligne, Inc. He has served on our Board of Dirsctorce June 1997. Mr. Bagley holds MS
and BS degrees in Electrical Engineering from Misigipi State University.

Robert L. Baileywas the Chairman of the Board of Directors of PM€&ra ("PMC") from 2005 until May 2011 and alsowsst as PMC's
Chairman from February 2000 until February 2003%. B&iley served as a director of PMC since Octdi$96. He also served as the President
and Chief Executive Officer of PMC from July 1997tiiMay 2008. PMC is a leading provider of broadd communication and semicondut
storage solutions for the negéneration Internet. Mr. Bailey currently servestioe Board of Directors of Entropic Communicatiohdr. Bailey
holds a BS degree in Electrical Engineering fromthniversity of Bridgeport and an MBA from the Uaigity of Dallas. He has served on our
Board of Directors since 2007.

Patrick J. Byrnehas served as Director, President and Chief Exez@fficer of Intermec, Inc. (“Intermec”) since yi007. Intermec
develops and integrates products, services andadémgies that identify, track and manage supplyirchasets and information. Prior to joining
Intermec, Mr. Byrne served as a Senior Vice Pregidad President of the Electronic Measurement @udlAgilent Technologies Inc., a bio-
analytical and electronic measurement company, ffebruary 2005 to March 2007. Prior to assumingpbaition, Mr. Byrne served as Vice
President and General Manager for Agilent's Eledtr&roducts and Solutions Group's Wireless Busiugst from September 2001 to February
2005. He served as Vice President for Agilent'stbaic Products and Solutions Group's Product &dioe Units from 1999 to 2001. Mr.
Byrne is also a member of the Board of DirectorElofv International, a manufacturer of ultrahiglegsure waterjet technology, and a leading
provider of robotics and assembly equipment. MrrByreceived his BS degree in Electrical Enginggefiom the University of California,
Berkeley, and his MS degree in Electrical Engimggfrom Stanford University. Mr. Byrne joined ouo&d of Directors in April 2011.
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Mercedes Johnsomas the Senior Vice President and Chief Financféit€ of Avago Technologies Limited, a supplierasfalog interface
components for communications, industrial and coresuapplications, from December 2005 to August 208Be also served as the Senior Vice
President, Finance, of Lam from June 2004 to Jgn2@05 and as Lam's Chief Financial Officer fromyM#97 to May 2004. Ms. Johnson
holds a degree in Accounting from the UniversityBoenos Aires and currently serves on the Boa@ifctors for Intersil Corporation and
Juniper Networks, Inc. Ms. Johnson is the Chairwfahe Board's Audit Committee and has servedwrBoard of Directors since 2005.

Lawrence N. Mondrwas the President and Chief Executive Officer oK@&ito Corporation ("CSK"), a specialty retailer afitomotive
aftermarket parts, from August 2007 to July 2088ior to his appointment at CSK, Mr. Mondry senasdthe Chief Executive Officer of
CompUSA Inc. from November 2003 to May 2006. Miomdry joined CompUSA in 1990. Mr. Mondry is theaman of the Board's
Governance Committee and Presiding Director. Heskaged on our Board of Directors since 2005.

Robert E. Switavas the Chairman, President and Chief Executive@fbf ADC Telecommunications, Inc., ("ADC"), applier of network
infrastructure products and services from Augu§t30ntil December 2010, when Tyco Electronics kittjuired ADC. Mr. Switz joined ADC
in 1994 and throughout his career there held nunseleadership positions. Mr. Switz holds an MB@énfrthe University of Bridgeport as well
as a degree in Marketing/Economics from Quinnifacversity. Mr. Switz also serves on the Boardafectors for Broadcom Corporation, GT
Advanced Technologies and Leap Wireless Internatjdnc. He has served on our Board of Directarses2006.

There are no family relationships between any efditectors or executive officers.
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ITEM 1A. RISK FACTORS

In addition to the factors discussed elsewherigFEorm 10-K, the following are important factevhich could cause actual results or
events to differ materially from those containediny forward-looking statements made by or on Hedfals.

We have experienced dramatic declines in averagellggg prices for our semiconductor memory productswhich have adversely affected
our business.

If average selling prices for our memory produasrdase faster than we can decrease per gigatst oos business, results of operations or
financial condition could be materially adversetfeated. We have experienced significant decressear average selling prices in recent years
as noted in the table below. In some prior periagderage selling prices for our memory productehazeen below our manufacturing costs.

DRAM NAND Flash
(percentage change in average selling prices)

2011 from 2010 (39)% (17)%
2010 from 2009 289 * (18)%
2009 from 2008 (52)% (56)%
2008 from 2007 (51)% (67)%
2007 from 2006 (23)% (56)%

* Only increase in DRAM pricing since 2004.
We may be unable to reduce our per gigabit manufaating costs at the rate average selling prices dece.

Our gross margins are dependent upon continuingeeses in per gigabit manufacturing costs achiivedigh improvements in our
manufacturing processes, including reducing thesidie of our existing products. In future periogs, may be unable to reduce our per gigabit
manufacturing costs at sufficient levels to improvenaintain gross margins. Factors that may louit ability to reduce costs include, but are
limited to, strategic product diversification ddoiss affecting product mix, the increasing comptexif manufacturing processes, technological
barriers and changes in process technologies dupte that may require relatively larger die si&ey. gigabit manufacturing costs may also be
affected by the relatively smaller production qutéeg and shorter product lifecycles of certaincgity memory products.

An adverse outcome relating to allegations of ant@mpetitive conduct could materially adversely affecour business, results of operatior
or financial condition.

On May 5, 2004, Rambus, Inc. ("Rambus") filed a ptaimt in the Superior Court of the State of Califia (San Francisco County) against
us and other DRAM suppliers alleging that the ddéeris harmed Rambus by engaging in concerted dad/fun efforts affecting Rambus
DRAM ("RDRAM") by eliminating competition and stiflg innovation in the market for computer memormhieology and computer memory
chips. Rambus' complaint alleges various causastain under California state law including, amaiger things, a conspiracy to restrict our
and fix prices, a conspiracy to monopolize, intemdl interference with prospective economic advgatand unfair competition. Rambus is
seeking a judgment for damages of approximatel9 $Blion, joint and several liability, trebling a@famages awarded, punitive damages, a
permanent injunction enjoining the defendants fthenconduct alleged in the complaint, interest, amorneys' fees and costs. Trial began on
June 20, 2011, and the case went to the jury oteBdyer 21, 2011. At the time of this filing, a jurgrdict is pending. We cannot predict when a
verdict will be reached or when a formal judgmenotnd be entered by the Court subsequent to a vterttiche event of an adverse judgment,
we would anticipate filing appropriate post-judgrerotions and appeals. We may be required togpbsihd or other security to stay
enforcement of an adverse judgment pending apf2gthending on the amount required, we cannot agsuwreve would be able to obtain
sufficient security to pursue an appeal. We arhieto predict the outcome of this lawsuit anddf@e cannot determine the likelihood of loss
nor estimate a range of possible loss. Accordingl/have not provided an accrual for an adverdgment in the September 1, 2011, financial
statements. However, we have accrued a liability @éharged operations for estimated costs to ssfidhsdefend the matter. An adverse
judgment may have a material impact on our busjmessilts of operations and financial conditiorg|uiding liquidity.
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On September 24, 2010, Oracle America Inc. ("Ofacteiccessor to Sun Microsystems, a DRAM purchtissropted-out of a direct
purchaser class action suit that was settled, filétlagainst us in U.S. District Court for the Narn District of California. The complaint alleg
DRAM price-fixing and other violations of federal@state antitrust and unfair competition laws Hase purported conduct for the period from
August 1, 1998 through at least June 15, 2002.1®iaceeking joint and several damages, trebkedyedl as restitution, disgorgement, attorn
fees, costs and injunctive relief.

We are unable to predict the outcome of these lasvsiin adverse court determination in any of thlegesuits alleging violations of antitrt
laws could result in significant liability and colihave a material adverse effect on our businesslts of operations or financial condition.

The semiconductor memory industry is highly competive.

We face intense competition in the semiconductamorg market from a number of companies, includifigida Memory, Inc.; Hynix
Semiconductor Inc.; Samsung Electronics Co., [8dnDisk Corporation; Spansion Inc. and Toshiba @@atpon. Some of our competitors are
large corporations or conglomerates that may hasatgr resources to withstand downturns in the samdiuctor markets in which we compete,
invest in technology and capitalize on growth opaities. Our competitors seek to increase silicapacity, improve yields, reduce die size and
minimize mask levels in their product designs. Thasitions to smaller line-width process techn@egnd 300mm wafers in the industry have
resulted in significant increases in the worldwsdgply of semiconductor memory. Increases in woidévsupply of semiconductor memory &
result from semiconductor memory fab capacity espars, either by way of new facilities, increasegarcity utilization or reallocation of other
semiconductor production to semiconductor memoogipction. Our competitors may increase capital egfiares resulting in future increases
in worldwide supply. Increases in worldwide suppfysemiconductor memory, if not accompanied witmotensurate increases in demand,
would lead to further declines in average sellinggs for our products and would materially advirsdfect our business, results of operations
or financial condition.

The downturn in the worldwide economy may harm ourbusiness.

The downturn in the worldwide economy had an adveffect on our business. A continuation or furttheterioration of depressed
economic conditions could have an even greaterradwffect on our business. Adverse economic cionditaffect demand for devices that
incorporate our products, such as personal congpatet other computing and networking products, teatgvices, Flash memory cards and
USB devices. Reduced demand for our products aaslalt in continued market oversupply and signiftadecreases in our average selling
prices. A continuation of current negative condition worldwide credit markets would limit our atyilto obtain external financing to fund our
operations and capital expenditures. In additiommay experience losses on our holdings of castinamedtments due to failures of financial
institutions and other parties. Difficult econonsimnditions may also result in a higher rate ofésssn our accounts receivables due to credit
defaults. As a result, our business, results ofatfmns or financial condition could be materiaigversely affected.

Inotera's liquidity risk may adversely impact our ownership interest and supply agreement.

Because of significant market declines in the sglpprice of DRAM, Inotera incurred net losses of $illion for the six-month period
ended June 30, 2011. Also, Inotera's current ltaslexceeded its current assets by $2.3 billoofaJune 30, 2011, which exposes Inotera to
liquidity risk. Further, under generally accepted@unting principles in the Republic of China, kerat reported a loss for its quarter ended
September 30, 2011 of an additional New Taiwanadsl¥,022 million (approximately $241 million Ullars). Inotera's management has
developed plans to improve its liquidity. If Inoes unable to adequately improve its liquidity, mvay have to impair our $323 million
investment in Inotera. In connection with our owsiép equity interest in Inotera, we have rights ahligations to purchase 50% of the wafer
production capacity of Inotera. In 2011, we pureub$ 641 million of DRAM products from Inotera, aodr supply from Inotera accounted for
37% or our DRAM gigabit production in the fourthagter of 2011. As a result, if our supply of DRAKbdM Inotera is impacted, our business,
results of operations or financial condition cob&lmaterially adversely affected.

Our supply agreement with Inotera involves numerousisks.
Our supply agreement with Inotera involves numerrigls including the following:
« we have experienced difficulties and delaysaimping production at Inotera on our technology ew@y continue to experience
difficulties and delays in the future;

¢ we may experience continued difficulties in sfamring technology to Inotera;
e costs associated with manufacturing inefficiesaiesulting from underutilized capacity;
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- difficulties in obtaining high yield and througlit due to differences in Inotera's manufacturiragpsses from our other fabrication
facilities;

e uncertainties around the timing and amount diewaupply we will receive under the supply agreetnand

« the cost of our product obtained from Inoteraripacted by Nanya's revenue and back-end manuigtcosts for product obtained
from Inotera.

The acquisition of our ownership interest in Inotela from Qimonda has been legally challenged by thedeinistrator of the insolvency
proceedings for Qimonda.

On January 20, 2011, Dr. Michael Jaffé, administrédr Qimonda AG ("Qimonda") insolvency proceedinfiled suit against us and
Micron Semiconductor B.V., our Netherlands subsidia the District Court of Munich, Civil ChambeFhe complaint seeks to void under
Section 133 of the German Insolvency Act a sharelase agreement between us and Qimonda in fal @0Gsuant to which we purchased all
of Qimonda's shares of Inotera Memories, Inc. aeks an order requiring us to retransfer the lacsbares to the Qimonda estate. The
complaint also seeks to terminate under SectioB1033 of the German Insolvency Code a patersisciioense between us and Qimonda
entered into at the same time as the share purelgasement. A hearing is scheduled to begin on Mbee 9, 2011. We are unable to predict
outcome of this lawsuit. The final resolution oistlawsuit could result in the loss of the Inotehares or equivalent monetary damages and the
termination of the patent cross license, which ddwdve a material adverse effect on our businesa|ts of operation or financial condition.

Our future success may depend on our ability to detop and produce competitive new memory technologse

Our key semiconductor memory technologies of DRAMND Flash and NOR Flash face technological basrtercontinue to meet long-
term customer needs. These barriers include patdimiitations on the ability to shrink productsander to reduce costs, meet higher density
requirements, and improve power consumption andhiéity. To meet these requirements, we expedtitiea memory technologies will be
developed by the semiconductor memory industry. @uamnpetitors are working to develop new memory nebdbgies that may offer performar
and/or cost advantages to our existing memory t@olgies and render existing technologies obsoksteordingly, our future success may
depend on our ability to develop and produce viallgé competitive new memory technologid$ere can be no assurance of the following:

« that we will be successful in developing comjpetinew semiconductor memory technologies;

« that we will be able to cost-effectively manufae new products;

« that we will be able to successfully market theechnologies; and

« that margins generated from sales of these jgtsduill allow us to recover costs of developmeifbres.

If our efforts to develop new semiconductor memtachnologies are unsuccessful, our business resdfubigerations or financial condition
may be adversely affected.

We may be unable to generate sufficient cash floves obtain access to external financing necessary fand our operations and make
adequate capital investments.

Our cash flows from operations depend primariltleevolume of semiconductor memory sold, averamgerices and per unit
manufacturing costs. To develop new product andgs® technologies, support future growth, achigesaiing efficiencies and maintain
product quality, we must make significant capiteldstments in manufacturing technology, capitaifgmgent, facilities, research and
development, and product and process technologyestimate that capital spending for 2012 will bpragimately $2 billion. The actual
amounts for 2012 will vary depending on fundingtiggpation by joint venture partners and marketdibans. As of September 1, 2011 , we had
cash and equivalents of $2,160 million , of whicB2¥ million consisted of cash and investmentdwFlash that is generally not available to
finance our other operations. In the past we hdiiead external sources of financing when needad a result of the downturn in general
economic conditions and the adverse conditionkerctedit marketsit may be difficult for us to obtain financing oerins acceptable to us. We
cannot assure you that we will be able to genewafiicient cash flows or find other sources of fioang to fund our operations, make adequate
capital investments to remain competitive in teohgechnology development and cost efficiency,aress capital markets. Our inability to do
the foregoing could have a material adverse efieatur business and results of operations.
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Our joint ventures and strategic partnerships invol’e numerous risks.

We have entered into partnering arrangements tafaeture products and develop new manufacturinggs® technologies and products.
These arrangements include our IM Flash NAND F|astt ventures with Intel, our Inotera DRAM joinemture with Nanya, our MP Mask joint
venture with Photronics, our Transform joint veetwith Origin Energy and our CMOS image sensor wsifply agreement with Aptina
These joint ventures and strategic partnershipswvgct to various risks that could adverselydffee value of our investments and our results
of operations. These risks include the following:

e our interests could diverge from our partnersvzermay not be able to agree with partners on angoianufacturing and operational
activities, or on the amount, timing or nature wtltier investments in our joint venture;

« we may experience difficulties in transferrimgtinology to joint ventures;

* we may experience difficulties and delays in parg production at joint ventures;

e our control over the operations of our joint tees is limited;

e we may need to recognize our share of losses notera, Aptina or Transform in our future resudf operations;

¢ due to financial constraints, our joint ventpegtners may be unable to meet their commitmentis tor our joint ventures and may pose
credit risks for our transactions with them;

* due to differing business models or long-termibess goals, our partners may decide not to j@im gapital contributions to our joint
ventures, which may result in us increasing ouitabpontributions to such ventures, resulting ddiéional cash expenditures by us; for
example, our contributions to IM Flash Singapor@@1 and 2010 totaled $ 1,580 million and $128iom] respectively, while Intel's
contributions totaled $ 0 and $38 million, respesdy;

e the terms of our partnering arrangements may d¢ut to be unfavorable;

« cash flows may be inadequate to fund increaapdat requirements; and

e changes in tax, legal or regulatory requirememy necessitate changes in the agreements withbaotiners.

If our joint ventures and strategic partnershigswarsuccessful, our business, results of operatiofisancial condition may be adversely
affected.

An adverse determination that our products or manuécturing processes infringe the intellectual propey rights of others could
materially adversely affect our business, resultsfmperations or financial condition.

On January 13, 2006, Rambus filed a lawsuit agais$h the U.S. District Court for the Northern @it of California. Rambus alleges that
certain of our DDR2, DDR3, RLDRAM, and RLDRAM Il pducts infringe as many as fourteen Rambus pasemtseeks monetary damages,
treble damages, and injunctive relief. The accyweducts account for a significant portion of oet sales. On June 2, 2006, we filed an answer
and counterclaim against Rambus alleging, amoner dktings, antitrust and fraud claims. On Januad089, in another lawsuit involving us
and Rambus and involving allegations by Rambusatént infringement against us in the U.S. Dist@ourt for the District of Delaware, Judge
Robinson entered an opinion in favor of us holdmat Rambus had engaged in spoliation and thatblee Rambus patents in the suit were
unenforceable against us. Rambus subsequently lagpgba Delaware Court's decision to the U.S. ColuAppeals for the Federal Circuit. On
May 13, 2011, the Federal Circuit affirmed JudgéiRson's finding of spoliation, but vacated thenssal sanction and remanded the case to
the Delaware District Court for analysis of the szip based on the Federal Circuit's decision. Theehdm District of California Court stayed a
trial of the patent phase of the Northern Distot€California case upon appeal of the spoliatiGuésto the Federal Circuit. (See "ltem 1. Legal
Proceedings" for additional details on this lawsuit other Rambus matters pending in the U.S. aindpe.)

We are unable to predict the outcome of assertbimgringement made against us. A court deterniamethat our products or manufactur
processes infringe the intellectual property righftethers could result in significant liability @or require us to make material changes to our
products and/or manufacturing processes. Any ofdhegoing results could have a material adverfecebn our business, results of operations
or financial condition.

We have a number of patent and intellectual prgdEtnse agreements. Some of these license agnéemeguire us to make one time or

periodic payments. We may need to obtain additipaédnt licenses or renew existing license agre&smnerhe future. We are unable to predict
whether these license agreements can be obtaimed@wed on acceptable terms.
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Products that fail to meet specifications, are defgive or that are otherwise incompatible with end ges could impose significant costs on
us.

Products that do not meet specifications or thatain, or are perceived by our customers to contifects or that are otherwise
incompatible with end uses could impose significa#ts on us or otherwise materially adverselycafbeir business, results of operations or
financial condition. In recent periods we havetertdiversified and expanded our product offeriwhgch could potentially increase the chance
that one of our products could fail to meet speaifons in a particular application. If problemghwionconforming, defective or incompatible
products occur after we have shipped such prodwetsould be adversely affected in several waygduding the following:

* we may be required to replace product or othewompensate customers for costs incurred or desyeagised by defective or
incompatible product, and
* we may encounter adverse publicity, which ca#dse a decrease in sales of our products.

We may make future acquisitions and alliances, whitinvolve numerous risks.

Acquisitions and the formation of alliances, sushant ventures and other partnering arrangemeénts|ve numerous risks including the
following:

e integrating the operations, technologies andlpcts of acquired or newly formed entities into operations;

* increasing capital expenditures to upgrade aathtain facilities;

¢ increasing debt to finance an acquisition onfation of a new business;

« diverting management's attention from normalydaperations;

e managing larger or more complex operations adities and employees in separate and diversgrgpbic areas; and
< hiring and retaining key employees.

Acquisitions of, or alliances with, high-technologympanies are inherently risky, and future tratisas may not be successful and may
materially adversely affect our business, resuligperations or financial condition.

The limited availability of raw materials, suppliesor capital equipment could materially adversely afect our business, results of
operations or financial condition.

Our operations require raw materials that meettex@standards. We generally have multiple souofessipply for our raw materials.
However, only a limited number of suppliers areatdp of delivering certain raw materials that nmaat standards. In some cases, materials are
provided by a single supplier. Various factors dowduce the availability of raw materials suclsidison wafers, photomasks, chemicals, gases,
photoresist, lead frames and molding compound.t89es may occur from time to time in the futureadidition, disruptions in transportation
lines could delay our receipt of raw materials.d.@aes for the supply of raw materials have bedareled in the past. If our supply of raw
materials is disrupted or our lead times extendadbusiness, results of operations or financiabéon could be materially adversely affected.

Our operations are dependent on our ability to ym®advanced semiconductor equipment that endidesensition to lower cost
manufacturing processes. For certain key typesjoippenent, including photolithography tools, we acenetimes dependent on a single supplier.
In recent periods we have experienced difficuliiesbtaining some equipment on a timely basis dufé supplier's limited capacity. Our
inability to obtain this equipment timely could aulsely affect our ability to transition to next geation manufacturing processes and reduce
costs. Delays in obtaining equipment could alsoddgpour ability to ramp production at new facit@nd increase our overall costs of the ramp.
If we are unable to obtain advanced semiconducjoipenent timely, our business, results of operationfinancial condition could be materia
adversely affected.
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New product development may be unsuccessful.

We are developing new products that complementraditional memory products or leverage their uhdieg design or process technolo
We have made significant investments in productmodess technologies and anticipate expendindfisignt resources for new semiconductor
product development over the next several years.prbcess to develop DRAM, NAND Flash, NOR Flasti egrtain specialty memory
products requires us to demonstrate advanced @natiiy and performance, many times well in advamica planned ramp of production, in
order to secure design wins with our customers céfgot assure you that our product developmenttsffall be successful, that we will be a
to cost-effectively manufacture new products, thatwill be able to successfully market these présloc that margins generated from sales of
these products will allow us to recover costs ofadi@oment efforts.

Our net operating loss and tax credit carryforwardsmay be limited.

We have a valuation allowance against substantdilly.S. net deferred tax assets. As of Septerhp2011, our federal, state and foreign
net operating loss carryforwards were $2.9 billi$2.0 billion and $529 million, respectively. Iftnatilized, substantially all of our federal and
state net operating loss carryforwards will exjir@022 to 2031 and the foreign net operating t@ssyforwards will begin to expire in 2015. As
of September 1, 2011, our federal and state takitararryforwards were $206 million and $215 miflicespectively. If not utilized, substantially
all of our federal and state tax credit carryfordgawill expire in 2013 to 2031. As a consequencprimfr business acquisitions, utilization of the
tax benefits for some of the tax carryforwardsuisjsct to limitations imposed by Section 382 of khiernal Revenue Code and some portion or
all of these carryforwards may not be availableffeet any future taxable income. The determinatibthese tax limitations is complex and
requires a significant amount of judgment by uswéspect to analysis of past transactions.

Changes in foreign currency exchange rates could rtexially adversely affect our business, results afperations or financial condition.

Across our multi-national operations, there aradegtions and balances denominated in currendies titan the U.S. dollar (our reporting
currency), primarily the Singapore dollar, euro ged. We recorded net losses from changes in aryrexchange rates of $ 6 million for 2011
and $23 million for 2010. To the extent our asseid liabilities denominated in currencies othentttee U.S. dollar as of September 1, 2011 are
not hedged, we estimate that a 1% change in tHeaexge rate versus the U.S. dollar would expose fmréign currency gains or losses of
approximately U.S. $ 2 million for the euro and U$SL million for the yen and Singapore dollarilie event that the U.S. dollar weakens
significantly compared to the Singapore dollar,cenir yen, our results of operations or financialdition may be adversely affected.

We face risks associated with our international sak and operations that could materially adverselyféect our business, results of
operations or financial condition.

Sales to customers outside the United States ajppated 84% of our consolidated net sales for 201 addition, a substantial portion of «
manufacturing operations are located outside thiedistates. In particular, a significant portidroar manufacturing operations are
concentrated in Singapore. Our international sahesoperations are subject to a variety of rigksuiding:

< export and import duties, changes to import @xbrt regulations, and restrictions on the transféunds;

« compliance with U.S. and international laws ilwrg international operations, including the FgreiCorrupt Practices Act, export
control laws and similar rules and regulations;

e political and economic instability;

e problems with the transportation or deliveryoof products;

e issues arising from cultural or language differes and labor unrest;

< longer payment cycles and greater difficultcallecting accounts receivable;

« compliance with trade, technical standards ghdrdaws in a variety of jurisdictions;

e contractual and regulatory limitations on ouiligbto maintain flexibility with our staffing leegls;

e disruptions to our manufacturing operations assallt of actions imposed by foreign governments;

« changes in economic policies of foreign governtsgand

- difficulties in staffing and managing internata operations.

These factors may materially adversely affect awsiiess, results of operations or financial coaditi
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If our manufacturing process is disrupted, our business, results of operations or financial conditiomould be materially adversely
affected.

We manufacture products using highly complex preesshat require technologically advanced equipraedtcontinuous modification to
improve yields and performance. Difficulties in tiianufacturing process or the effects from a shiftroduct mix can reduce yields or disrupt
production and may increase our per gigabit manufang costs. Additionally, our control over opeoats at our IM Flash, Inotera, MP Mask
Transform joint ventures is limited by our agreetsemith our partners. From time to time, we havpegienced disruptions in our manufactu
process as a result of power outages, impropengtioning equipment and equipment failures. If prctibn at a fabrication facility is disrupted
for any reason, manufacturing yields may be adieeféected or we may be unable to meet our custemequirements and they may purchase
products from other suppliers. This could result isignificant increase in manufacturing costosslof revenues or damage to customer
relationships, which could materially adverselyeaffour business, results of operations or findrciadition.

We may incur additional material restructure charges in future periods.

In response to a severe downturn in the semiconduatmory industry and global economic conditioms,implemented restructure
initiatives that resulted in net charges of $70iorilin 2009 and $33 million in 2008. We may needniplement further restructure initiatives in
future periods. As a result of these initiatives, @ould incur restructure charges, lose produdiigput, lose key personnel and experience
disruptions in our operations and difficulties iglilering products timely.

Consolidation of industry participants and governmatal assistance to some of our competitors may caitiute to uncertainty in the
semiconductor memory industry and negatively impacbur ability to compete.

In recent years, supply of memory products hasifgigntly exceeded customer demand resulting inificant declines in average selling
prices of DRAM, NAND Flash and NOR Flash produatsl substantial operating losses by us and our ctitogse The operating losses as well
as limited access to sources of financing havedete deterioration in the financial conditionaohumber of industry participants. Some of our
competitors may try to enhance their capacity amekel their cost structure through consolidationadidition, some governments have provided,
or are considering providing, significant financisistance to some of our competitors. Consatidatf industry competitors could put us at a
competitive disadvantage.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our corporate headquarters are located in Boisdydd The following is a summary of our principatifities as of September 1, 2011:

Location Principal Operations

Boise, Idaho R&D including wafer fabrication and reticle manufaing
Lehi, Utah Wafer fabrication

Manassas, Virginia Wafer fabrication

Singapore Three wafer fabrication facilities and a test, adsly and module assembly facility
Avezzano, Italy Wafer fabrication

Nampa, Idaho Test

Aguadilla, Puerto Rico Module assembly and test

Xi'an, China Test

Qiryat Gat, Israel Wafer fabrication

Muar, Malaysia Module assembly and test

Agrate, Italy R&D including wafer fabrication
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We also own and lease a number of other facilitidecations throughout the world that are useddesign, research and development, and
sales and marketing activities.

Our facility in Lehi and one of our facilities inrfgapore are owned and operated by our IM Flastt j@nture with Intel. (See "ltem 8.
Financial Statements and Supplementary Data — Not€snsolidated Financial Statements — Consoliistiable Interest Entities — NAND
Flash Joint Ventures with Intel" note.)

We believe that our existing facilities are suitahhd adequate for our present purposes. We ddetify or allocate assets by operating
segment. (See "ltem 8. Financial Statements apgl&mentary Data — Notes to Consolidated Finargtaiements — Geographic Information”
note.)

ITEM 3. LEGAL PROCEEDINGS

Antitrust Matters

On May 5, 2004, Rambus, Inc. ("Rambus") filed a ptaimt in the Superior Court of the State of Califia (San Francisco County) against
us and other DRAM suppliers alleging that the deé&erts harmed Rambus by engaging in concerted dad/fuh efforts affecting Rambus
DRAM ("RDRAM") by eliminating competition and stiflg innovation in the market for computer memormhieology and computer memory
chips. Rambus' complaint alleges various causestan under California state law including, amaiger things, a conspiracy to restrict oul
and fix prices, a conspiracy to monopolize, intemal interference with prospective economic advgatand unfair competition. Rambus is
seeking a judgment for damages of approximatel9 $Blion, joint and several liability, trebling alamages awarded, punitive damages, a
permanent injunction enjoining the defendants ftbenconduct alleged in the complaint, interest, amorneys' fees and costs. Trial began on
June 20, 2011, and the case went to the jury ote8dger 21, 2011. At the time of this filing, a jurgrdict is pending. We cannot predict when a
verdict will be reached or when a formal judgmeoiid be entered by the Court subsequent to a vtertfiche event of an adverse judgment,
we would anticipate filing appropriate post-judgrerotions and appeals. We may be required togpbsind or other security to stay
enforcement of an adverse judgment pending apf2gbending on the amount required, we cannot agswreve would be able to obtain
sufficient security to pursue an appeal. We amblento predict the outcome of this lawsuit anddf@e cannot determine the likelihood of loss
nor estimate a range of possible loss. Accordingly have not provided an accrual for an adverdgment in the September 1, 2011, financial
statements. However, we have accrued a liabitity @harged operations for estimated costs to ssftdsdefend the matter. An adverse
judgment may have a material impact on our busijiressilts of operations and financial conditiorc|uding liquidity.

A number of purported class action price-fixing faits have been filed against us and other DRAMBers. Four cases have been filed in
the U.S. District Court for the Northern Distridt@alifornia asserting claims on behalf of a putpdrclass of individuals and entities that
indirectly purchased DRAM and/or products contagndbRAM from various DRAM suppliers during the timperiod from April 1, 1999 through
at least June 30, 2002. The complaints allege fisicey in violation of federal antitrust laws andrious state antitrust and unfair competition
laws and seek treble monetary damages, restitut@sts, interest and attorneys' fees. In addiibfeast sixty-four cases have been filed in
various state courts asserting claims on behafmirported class of indirect purchasers of DRAMJIUly 2006, the Attorneys General for
approximately forty U.S. states and territoriesdikuit in the U.S. District Court for the Northéistrict of California. The complaints allege,
among other things, violations of the Sherman &etitwright Act, and certain other states' consupnetection and antitrust laws and seek joint
and several damages, trebled, as well as injunatideother relief. On October 3, 2008, the Califmttorney General filed a similar lawsuit in
California Superior Court, purportedly on behall@tal California government entities, alleging,arg other things, violations of the Cartwri
Act and state unfair competition law. On June ZB,(® we executed a settlement agreement resolvaggtpurported class-action indirect
purchaser cases and the pending cases of the éytofbeneral relating to alleged DRAM price-fiximgthe United States. Subject to certain
conditions, including final court approval of thiags settlements, we agreed to pay a total of appedely $67 million in three equal
installments over a two-year period.
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Three purported class action cases alleging piidegf of DRAM products have been filed againstmshe following Canadian courts:
Superior Court, District of Montreal, Province ofi€bec; Ontario Superior Court of Justice, Ontaaiaj Supreme Court of British Columbia,
Vancouver Registry, British Columbia. The substamtillegations in these cases are similar to theserted in the DRAM antitrust cases file
the United States. Plaintiffs' motion for classtifieation was denied in the British Columbia andeéDec cases in May and June 2008,
respectively. Plaintiffs have filed an appeal ofleaf those decisions. On November 12, 2009, tlitssBColumbia Court of Appeal reversed the
denial of class certification and remanded the éasturther proceedings. The appeal of the Quelaee is still pending.

On February 28, 2007, February 28, 2007 and May@®@7, cases were filed against us and other raaturers of DRAM in the U.S.
District Court for the Northern District of Califioia by All American Semiconductor, Inc., Jaco Henics, Inc. and DRAM Claims Liquidation
Trust, respectively, that opted-out of a directghaser class action suit that was settled. The g allege, among other things, violations of
federal and state antitrust and competition lawthénDRAM industry, and seek joint and several dgesatrebled, as well as restitution,
attorneys' fees, costs, and injunctive relief. Oy 11, 2011, we made a collective payment to hee plaintiffs to settle all claims of an amount
that was not significant to our business, resultsperations or financial condition.

On June 21, 2010, the Brazil Secretariat of Econdraiv of the Ministry of Justice ("SDE") announdédt it had initiated an investigation
relating to alleged anticompetitive activities viitthe DRAM industry. The SDE's Notice of Investiga names various DRAM manufacturers
and certain executives, including ours, and focosethe period from July 1998 to June 2002.

On September 24, 2010, Oracle America Inc. ("Ofacteiccessor to Sun Microsystems, a DRAM purchtissropted-out of a direct
purchaser class action suit that was settled, filétlagainst us in U.S. District Court for the Narn District of California. The complaint alleg
DRAM price-fixing and other violations of federal@state antitrust and unfair competition laws Hase purported conduct for the period from
August 1, 1998 through at least June 15, 2002.1®iaseeking joint and several damages, trebkedyedl as restitution, disgorgement, attorn
fees, costs and injunctive relief.

We are unable to predict the outcome of these lasysxcept as noted in the U.S. indirect purcheasases above. The final resolution of
these alleged violations of antitrust laws coulsliein significant liability and could have a magéd adverse effect on our business, results of
operations or financial condition.

Patent Matters

On August 28, 2000, we filed a complaint againsihBas in the U.S. District Court for the DistrictD&laware seeking declaratory and
injunctive relief. Among other things, our complaias amended) alleges violation of federal argittaws, breach of contract, fraud, deceptive
trade practices, and negligent misrepresentatiba.cbmplaint also seeks a declaratory judgmerthét)we did not infringe on certain of
Rambus' patents or that such patents are invatitbaare unenforceable, (2) that we have an impigathse to those patents, and (3) that
Rambus is estopped from enforcing those pateniastgss. On February 15, 2001, Rambus filed an answd counterclaim in Delaware
denying that we are entitled to relief, allegingimgement of the eight Rambus patents (later areérid add four additional patents) named in
our declaratory judgment claim, and seeking mogetamages and injunctive relief. In the Delawar#oa¢ we subsequently added claims and
defenses based on Rambus' alleged spoliation déeee and litigation misconduct. The spoliation kightion misconduct claims and defenses
were heard in a bench trial before Judge Robinsd@ctober 2007. On January 9, 2009, Judge Robiestared an opinion in favor of us hold
that Rambus had engaged in spoliation and thattblwe Rambus patents in the suit were unenforeeadpinst us. Rambus subsequently
appealed the decision to the U.S. Court of Apptalthe Federal Circuit. On May 13, 2011, the Fet@ircuit affirmed Judge Robinson's
finding of spoliation, but vacated the dismissalct@n and remanded the case to the Delaware &ti€durt for further analysis of the
appropriate remedy.
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A number of other suits involving Rambus are cuttyepending in Europe alleging that certain of @DRAM and DDR SDRAM products
infringe various of Rambus' country counterpartgsdcuropean patent 525 068, including: on Sep&rb2000, Rambus filed suit against
Micron Semiconductor (Deutschland) GmbH in the BistCourt of Mannheim, Germany; on September 2B Rambus filed a complaint
against us and Reptronic (a distributor of our piatgl) in the Court of First Instance of Paris, [Eggron September 29, 2000, we filed suit agi
Rambus in the Civil Court of Milan, Italy, allegirigvalidity and non-infringement. In addition, ore€ember 29, 2000, we filed suit against
Rambus in the Civil Court of Avezzano, Italy, alleg invalidity and non-infringement of the Itali@ounterpart to European patent 1 004 956.
Additionally, on August 14, 2001, Rambus filed sagiinst Micron Semiconductor (Deutschland) Gmbkh@District Court of Mannheim,
Germany alleging that certain of our DDR SDRAM prot$ infringe Rambus' country counterparts to itsogean patent 1 022 642. In the
European suits against us, Rambus is seeking mgragenages and injunctive relief. Subsequent tdiling of the various European suits, the
European Patent Office (the "EPO") declared Ranti25'068, 1 022 642, and 1 004 956 European patergkd and revoked the patents. The
declaration of invalidity with respect to the '0&8d '642 patents was upheld on appeal. The origiaghs of the '956 patent also were declared
invalid on appeal, but the EPO ultimately grantédRlaanbus request to amend the claims by adding dewuaf limitations.

On January 13, 2006, Rambus filed a lawsuit agaisigt the U.S. District Court for the Northern st of California. Rambus alleges that
certain of our DDR2, DDR3, RLDRAM, and RLDRAM Il pducts infringe as many as fourteen Rambus patentseeks monetary damages,
treble damages, and injunctive relief. The accyseducts account for a significant portion of oet sales. On June 2, 2006, we filed an answer
and counterclaim against Rambus alleging, amongr atfings, antitrust and fraud claims. On Janua@0®9, in another lawsuit involving us
and Rambus and involving allegations by Rambusatént infringement against us in the U.S. Dist@ourt for the District of Delaware, Judge
Robinson entered an opinion in favor of us holdmgt Rambus had engaged in spoliation and thattblwe Rambus patents in the suit were
unenforceable against us. Rambus subsequently laggba Delaware Court's decision to the U.S. Colu&ppeals for the Federal Circuit. On
May 13, 2011, the Federal Circuit affirmed JudgéiRson's finding of spoliation, but vacated themi&sal sanction and remanded the case to
the Delaware District Court for analysis of the eziy based on the Federal Circuit's decision. Thehdm District of California Court stayed a
trial of the patent phase of the Northern DistotCalifornia case upon appeal of the spoliaticuésto the Federal Circuit.

On March 6, 2009, Panavision Imaging, LLC filedtsgainst us and Aptina Imaging Corporation, thevhally-owned subsidiary
("Aptina"), in the U.S. District Court for the Ceat District of California. The complaint allegeltat certain of our and Aptina's image sensor
products infringed four Panavision Imaging U.Sep#s and sought injunctive relief, damages, aty@'fees, and costs. On February 7, 2011
Court ruled that one of the four patents in suisivevalid for indefiniteness. On March 10, 201 hjels relating to the remaining three patents in
suit were dismissed with prejudice. Panavision egbently filed a motion for reconsideration of tbeurt's decision regarding invalidity of the
first patent, and we filed a motion for summarygouent of non-infringement of such patent. On Jylg@®L1, the Court issued an order that
rescinded its prior indefiniteness decision, and kieat the disputed term does not render the damsuit indefinite. A hearing on motions for
summary judgment regarding infringement and validitscheduled for April 2, 2012.

On September 1, 2011, HSM Portfolio LLC and TechgglProperties Limited LLC filed a patent infringent action in the U.S. District
Court for the District of Delaware against us aadesiteen other defendants. The complaint alldggscertain Company DRAM and image
sensor products infringe two U.S. patents.

On September 9, 2011, Advanced Data Access LL@ &lpatent infringement action in the U.S. Dist@aurt for the Eastern District of
Texas against the Company and seven other defend@he complaint alleges that certain Company DR#bHucts infringe a single U.S.
patent.

On September 14, 2011, Smart Memory Solutions Liléd fa patent infringement action in the U.S. Dist€Court for the District of
Delaware against the Company and Winbond Electso@mrporation of America. The complaint allegest ttertain NOR Flash products
infringe a single U.S. patent.

We are unable to predict the outcome of these.shit®urt determination that our products or mantifeng processes infringe the product
or process intellectual property rights of otheyald result in significant liability and/or requites to make material changes to our products
and/or manufacturing processes. Any of the forego@sults could have a material adverse effectusrbosiness, results of operations or
financial condition.
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Securities Matters

On February 24, 2006, a putative class action caimiplvas filed against us and certain of our ofide the U.S. District Court for the
District of Idaho alleging claims under Sectiond)dénd 20(a) of the Securities Exchange Act of 1834amended, and Rule 10b-5 promulgated
thereunder. Four substantially similar complaintssequently were filed in the same Court. The cpagsort to be brought on behalf of a class
of purchasers of our stock during the period Felyr@d, 2001 to February 13, 2003. The five lawshése been consolidated and a consolidated
amended class action complaint was filed on July2R06. The complaint generally alleges violatiohfederal securities laws based on, among
other things, claimed misstatements or omissiogarding alleged illegal price-fixing conduct or amperations and financial results. The
complaint seeks unspecified damages, interestnaffe' fees, costs, and expenses. On Decembe®Q®, the Court issued an order certifying
the class but reducing the class period to purchageur stock during the period from February 2301 to September 18, 2002. On August 24,
2010, we executed a settlement agreement resalvasg purported class-action cases. Subject taicednditions, including final court
approval of the class settlement, we agreed tdbpayillion as our contribution to the settlemenin &pril 28, 2011, the Court entered final
approval of the class settlement.

Commercial Matters

On January 20, 2011, Dr. Michael Jaffé, adminietrédr Qimonda AG ("Qimonda") insolvency proceedinfiled suit against us and
Micron Semiconductor B.V., our Netherlands subsidian the District Court of Munich, Civil ChambeFhe complaint seeks to void under
Section 133 of the German Insolvency Act a sharelfase agreement between us and Qimonda in fal @0suant to which we purchased all
of Qimonda's shares of Inotera Memories, Inc. aeks an order requiring us to retransfer the lacdbares to the Qimonda estate. The
complaint also seeks to terminate under SectioB1A33 of the German Insolvency Code a patersiscioense between us and Qimonda
entered into at the same time as the share purelgasement. A hearing is scheduled to begin on Mbes 9, 2011. We are unable to predict
outcome of this lawsuit. The final resolution oistlawsuit could result in the loss of the Inotehares or equivalent monetary damages and the
termination of the patent cross license, which ddwdve a material adverse effect on our business|ts of operation or financial condition.

(See "ltem 1A. Risk Factors.")

ITEM 4. (REMOVED AND RESERVED)
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Market for Common Stock

Our common stock is listed on the NASDAQ GlobaleseMarket and trades under the symbol "MU" andddaunder the same symbol on
the New York Stock Exchange through December 20920he following table represents the high amd ¢tosing sales prices for our common
stock for each quarter of 2011 and 2010, as repdryeBloomberg L.P.:

Fourth Quarter Third Quarter Second Quarter First Quarter
2011
High $ 9.1¢ $ 11.8C $ 11.8C % 8.6€
Low 5.2t 9.41 7.7t 6.51
2010
High $ 10.02 % 11.3C % 11.22 % 8.91
Low 6.4¢€ 8.57 8.4 6.5¢

Holders of Record

As of October 18, 2011, there were 2,909 sharem®loferecord of our common stock.

Dividends

We have not declared or paid cash dividends sif&é and do not intend to pay cash dividends fofdheseeable future.

Equity Compensation Plan Information

The information required by this item is incorp@cby reference from the information set forthtemt 12 of this Annual Report on Form
10-K.

Issuer Sales of Unregistered Securities

On May 7, 2010, we issued an aggregate of 137 lfomilinregistered shares of common stock (withimaviaue of $1,091 million on the
issuance date) to Intel Corporation, Intel Techgplésia Pte Ltd, STMicroelectronics N.V., Redwooldéker S.a.r.l. and PK Flash, LLC as
consideration for all the outstanding shares of Noyx Holdings, B.V. The shares we issued were gtdrom registration under Section 4(2)
of the Securities Act of 1933.

Issuer Purchases of Equity Securities

On July 26, 2011, we repurchased 19.7 million shafeeommon stock at $7.60 per share. During tbetfioquarter of 2011, we acquired, as
payment of withholding taxes in connection with thesting of restricted stock and restricted stack awards, 9,692 shares of our common
stock at an average price of $6.40 per share. éfifed the 9,692 shares in the fourth quarter 4120
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(d) Maximum Number (or
Approximate Dollar Value)

(a) Total (c) Total Number of Shares  of Shares (or Units) That
Number of (b) Average (or Units) Purchased As May Yet Be Purchased
Shares Price Paid Per Part of Publicly Announced Under the Plans or
Period Purchased Share Plans or Programs Programs
June 3,201- July 7, 2011 1,00¢ $ 7.92 N/A N/A
July 8, 201:- August 4, 2011 19,739,44 7.6C N/A N/A
August 5, 201:- September 1, 2011 6,081 5.6€ N/A N/A
19,746,53 7.6

Performance Graph

The following graph illustrates a five-year compan of cumulative total returns for our common kfdbe S&P 500 Composite Index and
the Philadelphia Semiconductor Index (SOX) from Asig31, 2006, through August 31, 2011.

Note: Management cautions that the stock pricégoerance information shown in the graph below isided as of fiscal ye-end and may nu
be indicative of current stock price levels or fietstock price performance.
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We operate on a 52 or 53 week fiscal year whicls emdthe Thursday closest to August 31. Accorgintle last day of our fiscal year
varies. For consistent presentation and compatstime industry indices shown herein, we haveutated our stock performance graph
assuming an August 31 year end. The performaragghgassumes $100 was invested on August 31, 2088imon stock of Micron
Technology, Inc., the S&P 500 Composite Index d@dRhiladelphia Semiconductor Index (SOX). Anyidiéwds paid during the period
presented were assumed to be reinvested. Therpenice was plotted using the following data:

2006 2007 2008 2009 2010 2011
Micron Technology, Inc. $ 10C $ 66 $ 25 % 43 $ 37 % 34
S&P 500 Composite Index 10C 11t 102 84 88 104
Philadelphia Semiconductor Index (SOX) 10C 112 80 71 72 85
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ITEM 6. SELECTED FINANCIAL DATA

Amounts and balances in the table below have béjsted for the retrospective application of newaamting standards for noncontrolling
interests and certain convertible debt instruments.

2011 2010 2009 2008 2007
(in millions)
Net sales $ 8,78t $ 8,48 $ 4,80: $ 5841 $ 5,68¢
Gross margin 1,75¢ 2,71¢ (440) (55) 1,07¢
Operating income (loss) 75& 1,58¢ (1,676 (1,595 (280)
Net income (loss) 19C 1,90( (1,999 (1,665 (209)
Net income (loss) attributable to Micron 167 1,85(C (1,882 (1,655 (331)
Diluted earnings (loss) per share 0.17 1.8t (2.35) (2.19) (0.43%)
Cash and short-term investments 2,16( 2,91: 1,48¢ 1,36z 2,61¢€
Total current assets 5,83: 6,33 3,344 3,77¢ 5,23¢
Property, plant and equipment, net 7,55¢ 6,601 7,08¢ 8,81¢ 8,27¢
Total assets 14,75: 14,69: 11,45¢ 13,43: 14,81(
Total current liabilities 2,48( 2,702 1,892 1,59¢ 2,02¢
Long-term debt 1,861 1,64¢ 2,37¢ 2,10¢€ 1,597
Total Micron shareholders’ equity 8,47( 8,02( 4,95: 6,52¢ 8,13t
Noncontrolling interests in subsidiaries 1,382 1,79¢ 1,98¢ 2,86t 2,601
Total equity 9,852 9,81¢ 6,93¢ 9,39( 10,74:

On May 7, 2010, we acquired Numonyx Holdings B \Nuymonyx"), which manufactured and sold primarilpR Flash and NAND Flash
memory products. The total fair value of the coasidion paid for Numonyx was $1,112 million and sisted of 137.7 million shares of our
common stock issued to the Numonyx shareholderglahrillion restricted stock units issued to enygles of Numonyx. In connection with t
acquisition, we recorded net assets of $1,549anillBecause the fair value of the net assets amjaikceeded the purchase price, we recognize
a gain on the acquisition of $437 million in thé@dhquarter of 2010. In addition, we recognizedba #illion income tax benefit in connection
with the acquisition. (See "ltem 8. Financial Stag¢ats and Supplementary Data — Notes to Consotidétencial Statements — Numonyx"
note.)

In the first quarter of 2009, we acquired a nonaahibg interest in Inotera Memories, Inc. ("Incédy, a publicly-traded DRAM
manufacturer in Taiwan. In connection therewitle,emtered into a supply agreement with Inoteraitolmse 50% of Inotermwafer productiol
capacity and substantially began purchasing produtte fourth quarter of 2009. As of Septembe21,1, our ownership interest was
29.7%. (See "ltem 8. Financial Statements and l®upgntary Data — Notes to Consolidated Financiale®tents — Equity Method Investments —
Inotera and MeiYa DRAM joint ventures with Nanyajte.)

We have two joint ventures with Intel Corporatidil: Flash Technologies, LLC ("IMFT"), formed in Jaamy, 2006, and IM Flash Singap:
LLP ("IMFS"), formed in February, 2007 (collectiyellM Flash"), to manufacture NAND Flash memory guoats for the exclusive benefit of 1
partners. As of September 1, 2011, we owned arpappate 51% interest in IMFT and an approximat&déterest in IMFS with the remaini
interests held by Intel. Our ownership interestMirS has increased from 51% prior to the secorattqu of 2010 to 86% on September 1, 2011
as Intel did not match our capital contributiol®n September 26, 2011, Intel participated in atadpall of IMFS by contributing $131 million.
After that capital call, our ownership interestiFS was reduced to 82%. We consolidate IM Flaghraport Intel’'s ownership interests as
noncontrolling interests in subsidiaries. (Seemi® Financial Statements and Supplementary Datates to Consolidated Financial Statements
— Consolidated Variable Interest Entities — NANDgFH3goint venture with Intel" note.)

In the third quarter of 2007 through the secondtguaf 2011, we acquired in a series of transastihe noncontrolling interests in TECH
Semiconductor Singapore Pte. Ltd. ("TECH"). (S¢ertil 8. Financial Statements and Supplementary Batates to Consolidated Financial
Statements — TECH Semiconductor Singapore Pte.rdt¥.)

(See "lItem 1A. Risk Factors" and "Item 8. Finan8&dtements and Supplementary Data — Notes to Gdatsal Financial Statements.")
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF
OPERATIONS

As used herein, "we," "our," "us" and similar terimslude Micron Technology, Inc. and its subsidéatiunless the context indicates
otherwise. The following discussion contains treidrmation and other forward-looking statementattimvolve a number of risks and
uncertainties. Forward-looking statements incluolet, are not limited to, statements such as thosgenta"Operating Results by Business
Segment" regarding future royalty and other payradrdm Nanya; future increases in NAND Flash prdaucresulting from the continued
ramp of production at IM Flash's new fabricatiorcility and lower underutilized capacity costs a¢ thew IM flash fabrication facility in future
periods; in "Selling, General and Administrativedgarding SG&A costs for the first quarter of 20&2;'Research and Development" regard
R&D costs for the first quarter of 2012; in "Liquid and Capital Resources" regarding capital spewgdin 2012, future distributions from |
Flash to Intel, future contribution by us to IM Blaand the timing of payments for certain contrattbligations; and in "Recently Issu
Accounting Standards" regarding the impact fromakeption of new accounting standards. Our actesiuits could differ materially from o
historical results and those discussed in the fadalaoking statements. Factors that could cause@atesults to differ materially include, but
are not limited to, those identified in "ltem 1AsIRFactors." This discussion should be read injeoation with the Consolidated Financial
Statements and accompanying notes for the yeadebeptember 1, 2011. All period references areutdiscal periods unless otherwise
indicated. Our fiscal year is the 52 or 53-weekiperending on the Thursday closest to August 31.fScal 2011, which ended on September 1,
2011, contained 52 weeks, our fiscal 2010 contabzd/eeks and our fiscal 2009 contained 53 wedkpr@duction data includes the
production of our consolidated joint ventures and other partnering arrangements. All tabular dallmounts are in millions

Our Management's Discussion and Analysis of Firedri@ondition and Results of Operations ("MD&A")dsovided in addition to the
accompanying consolidated financial statementsnanels to assist readers in understanding our sesiiperations, financial condition, and
cash flows. MD&A is organized as follows:

e Overview: Highlights of key transactions and events thataoted our 2011 results of operations.
¢ Resultsof Operation: An analysis of our financial results comparing 204 2010 and comparing 2010 to 2009.
o Consolidated results
o Operating results by business segment
o QOperating results by product
o Operating expenses and other
< Liquidity and Capital Resources: An analysis of changes in our balance sheets asi ftows and discussion of our financial condition
and potential sources of liquidity. Also includes eontractual obligations.
« Off-Balance-Sheet Arrangements: Contingent liabilities, commitments and off-balarsteet arrangements outstanding as of Septembe
1, 2011, including expected payment schedule.
« Critical Accounting Estimates: Accounting estimates that we believe are most o to understanding the assumptions and
judgments incorporated in our reported financialtes and forecasts. Also includes changes in atoaystandards

Overview
Our results of operations for 2011 were impactethieyfollowing key transactions and events:

Rambus Antitrust Litigation

On May 5, 2004, Rambus, Inc. ("Rambus") filed a ptaimt in the Superior Court of the State of Califia (San Francisco County) against
us and other DRAM suppliers alleging that the deé&erts harmed Rambus by engaging in concerted dad/fuh efforts affecting Rambus
DRAM ("RDRAM") by eliminating competition and stiflg innovation in the market for computer memormhieology and computer memory
chips. Rambus' complaint alleges various causestan under California state law including, amaiger things, a conspiracy to restrict oul
and fix prices, a conspiracy to monopolize, intemal interference with prospective economic advgatand unfair competition. Rambus is
seeking a judgment for damages of approximatel9 $Blion, joint and several liability, trebling alamages awarded, punitive damages, a
permanent injunction enjoining the defendants ftbenconduct alleged in the complaint, interest, amorneys' fees and costs. Trial began on
June 20, 2011, and the case went to the jury ore8dger 21, 2011. At the time of this filing, a jurgrdict is pending. We cannot predict when a
verdict will be reached or when a formal judgmenoind be entered by the Court subsequent to a wer@n September 29, 2011, we entered
into a judgment sharing agreement with Hynix Seméttator, Inc., a co-defendant in the case, pursioanhich each party agreed, if found
liable, to share equally any joint and several
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damages. In the event of an adverse judgment, autdwanticipate filing appropriate postdgment motions and appeals. We may be requi
post a bond or other security to stay enforceméahadverse judgment pending appeal. Dependingeamount required, there can be no
assurance we would be able to obtain sufficientisigrcto pursue an appeal. We are unable to préldécoutcome of this lawsuit and therefore
cannot determine the likelihood of loss nor estereatange of possible loss. Accordingly, we hastepnovided an accrual for an adverse
judgment in the September 1, 2011, financial statésr However, we have accrued a liability and@ba operations for estimated cost:
successfully defend the matter. An adverse judgmmety have a material impact on our business, tesfibperations and financial condition,
including liquidity.

Numonyx Holdings B.V. ("Numonyx")

On May 7, 2010, we acquired Numonyx, which manuwfiged and sold primarily NOR Flash and NAND Flashmoey products. The total
fair value of the consideration paid for Numonyxsv$d ,112 million and consisted of 137.7 million gsaof our common stock issued to the
Numonyx shareholders and 4.8 million restrictealstanits issued to employees of Numonyx. In cotinaavith the acquisition, we record:
net assets of $1,549 million. Because the fainevalf the net assets acquired exceeded the purphiesgwe recognized a gain on the acquis
of $437 million in the third quarter of 2010. Iddition, we recognized a $51 million income tax &f#nin connection with the acquisition. (See
"Item 8. Financial Statements — Notes to Consdadid&tinancial Statements — Numonyx" note.)

Japan Fabrication Facility

On June 2, 2011, we sold our wafer fabricationlitgan Japan (the "Japan Fab") to Tower Semicomatulctd. ("Tower"). Under the
arrangement, Tower paid $ 40 million in cash angreximately 20 million of Tower ordinary shares.dddition, we will receive an aggregate
amount of $ 20 million in twelve equal monthly iaktents beginning in the second quarter of 2012.ré¢orded a gain of $ 54 million (net of
transaction costs of $ 3 million ) in connectionihnthe sale of the Japan Fab. We also recorded@daision of $ 74 million related to the gain
on the sale and to write down certain deferrecagsets associated with the Japan Fab. In connewitiothe sale of the Japan Fab, we entered
into a supply agreement for Tower to manufactucapcts for us in the facility through approximatétay 2014.

Business Segments

In the second quarter of 2011, we reorganized asiniess to better align with the markets we seAdeprior period amounts have been
retrospectively adjusted to reflect this reorgatiima After the reorganization, we have the folingvfour reportable segments:

DRAM Solutions Group (" DSG"): Includes DRAM products sold to the PC, consumettadaics, networking and server markets.

NAND Solutions Group (" NSG"): Includes high-volume NAND Flash products sold id&da storage, personal music players, and the
high-density computing markets, as well as NANDsRlaroducts sold to Intel through our consoliddMdrlash joint ventures.

Wireless Solutions Group ("WSG"):  Includes DRAM, NAND Flash and NOR Flash produats]uding multi-chip packages, sold to
the mobile device market.

Embedded Solutions Group (" ESG"): Includes DRAM, NAND Flash and NOR Flash productisl$noto automotive and industrial
applications, as well as NOR and NAND flash solddasumer electronics, networking, PC and servekets.

Our other operations do not meet the quantitativesholds of a reportable segment and are reponger All Other. All Other includes ol
CMOS image sensor, LED, microdisplay and solar ajp@ns.
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Results of Operations

Consolidated Results

2011 2010 2009
(amounts in millions and as a percent of net sales)
Net sales $ 8,78¢ 10C% $ 8,48 10C% $ 4,80¢ 10C %
Cost of goods sold 7,03( 80 % 5,76¢ 68 % 5,24: 10€ %
Gross margin 1,75¢ 20 % 2,71 32% (440 (9%
Selling, general and administrative 592 7% 528 6 % 354 7%
Research and development 791 9% 624 7% 647 13%
Other operating (income) expense, net (380) (4% (27) — % 23% 5%
Operating income (loss) 75& 9% 1,58¢ 19% (1,67¢ (35)%
Gain on acquisition of Numonyx — — % 437 5% — — %
Interest income (expense), net (201) (D)% (160) (2)% (160) (3)%
Other non-operating income (expense), net (109) ()% 54 1% (16) — %
Income tax (provision) benefit (20%) (2% 19 — % D — %
Equity in net income (loss) of equity method ineest (15¢) (2% (39) — % (140 B®)%
Net (income) loss attributable to noncontrollinggirests (23 — % (50) ()% 111 2%
Net income (loss) attributable to Micron $ 167 29 $  1,85( 2% _$ (1,88 (39%
Net Sales
2011 2010 2009

DSG $ 3,20% 36% $ 4,63 55% $  2,10C 44%
NSG 2,19¢ 25% 2,11z 25% 1,747 36%
WSG 1,95¢ 22% 77¢ 9% 247 5%
ESG 1,002 11% 521 6% 17¢ 4%
All Other 42¢ 6% 432 5% 531 11%

$ 8,78t 10% $ 8,48 10% $ 4,80 10C%

Total net sales for 2011 increased 4%, as compar2d10 primarily due to increases in WSG and E8l&ssas a result of the acquisition of
Numonyx in May 2010. DSG sales for 2011 decread€d 8s compared to 2010 primarily due to declinesverage selling prices mitigated
increases in gigabit sales. NSG sales for 201 kasmd 4% as compared to 2010 primarily due to@sein gigabit sales partially offset by
declines in average selling prices.

Total net sales for 2010 increased 77% as compar2d09 as a result of improved sales across adirtable segments. Increases in DSG
and NSG sales for 2010 primarily reflect significarcreases in gigabits sold for both segmentsimaptdoved average selling prices for DSG
products. Increases in ESG and WSG sales for 2@t8 primarily the result of the acquisition of Numya.

Gross Margin
Our overall gross margin percentage declined fr@#b 3or 2010 to 20% for 2011 primarily due to a $igant decline in the gross margin
for DSG as a result of the dramatic decreasesenage selling prices mitigated by a reduction iste@er gigabit. Declines in the gross margins

of NSG, WSG and ESG, primarily due to declinesvierage selling prices, also contributed to the alVelecrease in gross margin for 2011 as
compared to 2010. The impact of declines in avesafjing prices for 2011 was partially offset bysteeductions.
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Our overall gross margin percentage improved to 892010 from negative 9% for 2009 primarily deemprovements in the gross
margin for all reportable segments as a resulbef ceductions and improved DRAM pricing. Our grosrgin percentage was also impacted by
our acquisition of Numonyx in May of 2010 as grasargins for Numonyx activities were 19% for the @Qieriod after the acquisition.

Our gross margins in prior years were impactediarges to write down inventories to their estimatetket values as a result of the
significant decreases in average selling pricedéh DRAM and NAND Flash products. As charges tdexdown inventories are recorded in
advance of when inventories are sold, gross margisgbsequent reporting periods are higher thay ttherwise would be. Our gross margins
for 2010 and 2009 were $40 million and $164 milllmgher as a result of the net impact of salesrodpcts that had been written down to their
estimated marked values in prior periods. In fupggods, we will be required to record additiomadentory write-downs if estimated average
selling prices of products held in finished goodd aork in process inventories at a quarter-end de¢ below the manufacturing cost of those
products.

Operating Results by Business Segments

DRAM Solutions Group (" DSG")

2011 2010 2009
Net sales $ 3,20 % 4,63t $ 2,10(
Operating income (loss) 29C 1,26¢ (902)

DSG sales and operating results track closely auithaverage selling prices, gigabit sales volunmescast per gigabit for our consolidated
sales of DRAM products. (See "Operating Result®imduct Groups - DRAM" for further detail.) DSGesffor 2011 decreased 31% from 2010
primarily due to significant declines in averag#isg prices partially offset by an increase inesal’/olume. DSG operating income decreased
from 2010 to 2011 primarily as a result of the figant declines in average selling prices, mitegghby reductions in manufacturing costs per
gigabit as a result of improved production efficims.

The significant declines in DSG sales and margin26011 compared to 2010 was primarily attributabla severe decrease in demand for
PC DRAM, particularly for DDR3 DRAM, due to overalleakness in the PC market. Decreases in PC DRAMingfor 2011 were mitigated
by the relatively higher margins in our server atfter premium markets.

DSG operating income for 2011 benefited from tHWing items as compared to the correspondingogisriof 2010:

* Lower SG&A costs primarily due to costs recoguaiin the third quarter of 2010 from the settlenedritigation in DRAM antitrust
matters;

« Lower R&D costs primarily due to the DRAM R&D stesharing agreement with Nanya that commencelgeirthird quarter of 2010;
and

e A $75 million gain in 2011 from a license arrengent with Samsung.

We have formed partnering arrangements and hadeosdicensed technology to other parties. DSG gaed royalty and license revenue
of $25 million in 2011, $83 million in 2010 and ¥Ltillion in 2009. We have a partnering arrangenvettt Nanya pursuant to which we and
Nanya jointly develop process technology and destgrmanufacture stack DRAM products. In additiwe,have deployed and licensed cer
intellectual property related to the manufacturstatk DRAM products to Nanya and licensed ceiitétgllectual property from Nanya. We
recognized $65 million and $105 million of licengwenue in net sales from this arrangement dur@i@2nd 2009, respectively. In April 2010
the license agreement was completed and we begdrate DRAM development costs with Nanya on an@pprately equal basis. This cost-
sharing arrangement reduced our overall researthievelopment costs by $141 million and $51 million2011 and 2010, respectively, of
which $109 million and $51 million was attributel®SG. DSG received royalties of $25 million andr§ilion in 2011 and 2010, respectively,
from Nanya for sales of stack DRAM products mantufeed by or for Nanya on process nodes of 50nnargiel and we expect to continue to
receive royalties from Nanya associated with tetdmodeveloped prior to the cost-sharing arrangdémen
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DSG sales for 2010 increased 121% from 2009 prigndtie to increases in gigabits sold and averaliegerices per gigabit. The increase
in gigabits sold for 2010 was largely due to addiéil supply obtained from Inotera, which accourited3% of our DRAM gigabit production
2010 as compared to 4% for 2009. The increasedrage selling prices in 2010 for DSG products fiomproved market conditions was
partially offset by a shift in product mix resulgifrom increases in sales of Inotera trench DRABpKcts that had significantly lower average
selling prices per gigabit than our other DSG prislu

NAND Solutions Group (" NSG")
2011 2010 2009

Net sales $ 2,19¢ $ 2,11 % 1,747
Operating income (loss) 26¢ 24C (573

NSG sales and operating results track closely auithaverage selling prices, gigabit sales volunmescast per gigabit for our consolidated
sales of NAND Flash products. NSG sales for 20tteiased 4% from 2010 primarily due to increasaggabits sold partially offset by declines
in average selling prices. We sell NSG producthiae principal channels: (1) to Intel Corporat{tintel") through our IM Flash consolidated
joint ventures at lor-term negotiated prices approximating cost, (Zriginal equipment manufacturers ("OEMs") and ottesellers and (3) to
retailers.

NSG sales through IM Flash to Intel were $884 wnillfor 2011, $764 million for 2010 and $886 millitor 2009. The ramp of production
IM Flash's new wafer fabrication facility in Singap began to increase our NAND Flash productiathénsecond half of 2011 and we expect
that it will significantly increase our NAND Flagitoduction in 2012. Our share of the operatingsast supply of NAND Flash from IMFS
adjusts in proportion to changes in our ownershigra either 12 months or 8 months (depending osttitas of IMFS' production ramp) from
the date of the applicable ownership change. Aéoghg, we anticipate that our share of IMFS costd aupply will increase from 57% as of
September 1, 201tb our current ownership interest in IMFS during ttourse of 2012. In September 2011, subsequéme tend of our 2011, v
contributed $103 million and Intel contributed $8ilion to IMFS, decreasing our ownership interestMFS to 82%. The following table
presents the contributions and ownership percestafMFS:

Contributions Ownership Percentage

Micron Intel Micron Intel
Prior to the second quarter of 2010 51% 49%
Second quarter of 2010 $ 25 3 — 53% 47%
Third quarter of 2010 26 24 53% 47%
Fourth quarter of 2010 77 14 57% 43%
First quarter of 2011 392 — 71% 29%
Second quarter of 2011 343 — 78% 22%
Third quarter of 2011 40¢ — 83% 17%
Fourth quarter of 2011 421 — 86% 14%
Subsequent to fourth quarter of 2011 through Octabé1 103 131 82% 18%

NSG sales of NAND Flash products to our OEM, resadhd retail customers decreased 2% for 2011rapaed to 2010 primarily due to
declines in average selling prices partially offsgtan an increase in gigabits sold. NSG operatingme increased for 2011 as compared to
2010 despite declines in average selling pricestal(&) reductions in manufacturing costs per gigab a result of improved production
efficiencies and higher NAND Flash production aBfidther operating gains including a $57 millionnglrom the Samsung license arrangern
NSG's costs of goods sold for 2011, 2010 and 266@ded $81 million, $60 million and $60 milliorespectively of underutilized capacity cc
from the IMFS's wafer fabrication facility in Singare. We expect that the underutilized capacityscavll decrease significantly in 2012 due to
the qualification of IMFS products for sale in tird quarter of 2011.
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NSG sales for 2010 increased 21% from 2009 primdrike to an increase in gigabits produced partiafiyet by a decline in average selling
prices per gigabit. The decline in average seltinges was primarily due to declines in prices ales of NAND Flash to Intel as a result of cost
reductions and were partially offset by increaseavierage selling prices to trade customers. N§@&sating income improved for 2010 from
2009 primarily due to reductions in costs per gigdthe reductions in manufacturing costs per gigfain 2010 were partially offset by the
declines in overall average selling prices per lgig&'SG's operating income for 2009 included aadllion gain from termination of a supply
agreement with Intel.

Wireless Solutions Group (" WSG")
2011 2010 2009

Net sales $ 1,95¢ $ 77 $ 247
Operating income (loss) 20 (23) (63)

In 2011, WSG sales were composed of NOR Flash, NANISh and DRAM in decreasing order of revenue. T5#% increase in WSG
sales for 2011 as compared to 2010 was primariytduhe acquisition of Numonyx in May of 2010. W8&berienced pricing pressure in 2011
due to weakness in demand from certain customeesddition, during 2011 and 2010, a portion of d#eND Flash sold by WSG was obtained
from Hynix at market prices and by the end of 2Gistantially all of this supply was obtained frtower-cost Micron production. The
improvement in WSG's operating income for 2011risarily due to a $95 million gain from the Samsuicgnse arrangement recognized by
WSG in 2011.

The significant increase in WSG sales for 2010cespared to 2009 was primarily due to the acquisiitbNumonyx. Operating loss for
WSG improved for 2010 from 2009 primarily due testmeductions and improvements in average sellifagg, partially offset by higher R&D
expenses.

Embedded Solutions Group (" ESG")
2011 2010 2009

Net sales $ 1,00z $ 521 $ 17€
Operating income (loss) 237 152 37

In 2011, ESG sales were composed of NOR Flash, DRAMNAND Flash in decreasing order of revenue. 92# increase in ESG sales
for 2011 as compared to 2010 was primarily dudéoacquisition of Numonyx in May of 2010. Absenpimcts from the Numonyx acquisition,
ESG's performance in the automotive, industrial eitvorking markets was relatively stable from 2€4@011. In addition, during 2011 and
2010, a portion of the NAND Flash sold by ESG whtamed from Hynix at market prices and by the ehd011, the majority of this supply
was obtained from lower-cost Micron production. Timgrovement in ESG's operating income for 201drisarily due to the acquisition of
Numonyx. In addition, ESG recognized a $33 millgain from the Samsung license arrangement in 2

The significant increase in ESG sales for 2010omspared to 2009 was primarily due to the acquisitbNumonyx. Operating income for
ESG improved for 2010 from 2009 primarily due teteeductions and improvements in average selliragg, partially offset by higher R&D
expenses.

Operating Results by Product

Net Sales by Product
2011 2010 2009
DRAM $ 3,62( 41% $ 5,052 60% $ 242 50%
NAND Flash 3,19: 36% 2,55t 30% 1,857 3%9%
NOR Flash 1,547 18% 451 5% — —%
Other 42¢€ 5% 424 5% 524 11%
$ 8,78¢ 100% $ 8,48 100% $ 4,80¢ 10C%
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Partially as a result of a decrease in DRAM prodades in 2011 and an increase in NAND Flash proskles during the same period, in
fourth quarter of 2011, sales of NAND Flash produgere higher than sales of DRAM products. Thiska#ine first time in our history that the
primary product by revenue was not DRAM.

DRAM
2011 2010
(percentage change from prior year)
Net sales (28)% 10€ %
Average selling prices per gigabit (39)% 28%
Gigabits sold 19 % 69 %
Cost reduction per gigabit (23)% (35)%

The increase in gigabit sales of DRAM productsZ0t1 as compared to 2010 was primarily due to aszd output obtained from our
Inotera joint venture and improved production efficies. Sales of DDR3 and DDR2 DRAM, were 51% 5%, respectively, of total DRAM
sales for 2011 and 37% and 40%, respectively,taf @IRAM sales for 2010.

The gross margin percentage on sales of DRAM prsdoc 2011 declined significantly as compared@&@ primarily due to the declines
average selling prices particularly for DDR3 DRABIG into the PC market, partially offset by cosduetions resulting from improvements in
manufacturing efficiencies. The gross margin petaga for 2011 was also adversely affected by areasing percentage of products obtained
from Inotera. The gross margin percentage on sdlBRAM products for 2010 improved significantly esmpared to 2009 primarily due to ¢
reductions and increases in average selling prices.

We have rights and obligations to purchase 50%atielra’'s wafer production capacity under a supgtgement with Inotera (the "Inotera
Supply Agreement"). DRAM products acquired fromtbra accounted for 33% of our DRAM gigabit prodactin 2011 as compared to 23%
for 2010 and 4% for 2009. Products obtained frootdra in 2011 were primarily DDR3 for the PC markatr cost of wafers purchased under
the Inotera Supply Agreement is based on a martganisy formula among Nanya, Inotera, and ourseldesler such formula, all parties'
manufacturing costs related to wafers suppliednioydra, as well as our and Nanya's revenue faretbee of products from wafers supplied by
Inotera, are considered in determining costs fdeveaacquired from Inotera. In 2011, the cost oferspurchased from Inotera was significal
higher than our cost of wafers manufactured infaaitities. Because of significant market decliimeshe selling price of DRAM, Inotera
incurred net losses of $278 million for the six-rttoperiod ended June 30, 2011. Also, Inotera'soutiabilities exceeded its current assets by
$2.3 billion as of June 30, 2011, which exposesdroto liquidity risk. Further, under generallycapted accounting principles in the Republi
China, Inotera reported a loss for its quarter drifieptember 30, 2011 of an additional New Taiwdlado7,022 million (approximately $241
million U.S. dollars). Inotera's management hasttgped plans to improve its liquidity. We cannada® you that Inotera's plan to improve its
liquidity will be successful.

NAND Flash

2011 2010
(percentage change from prior year)

NAND Flash sales to trade customers:

Net sales 31% 81%
Average selling prices per gigabit (12)% 26 %
Gigabits sold 50 % 44 %
Cost (reduction) increase per gigabit 2% (31)%

NAND Flash sales to Intel:

Net sales 16 % (14)%
Average selling prices per gigabit 29)% (49%
Gigabits sold 53% 71%
Cost reduction per gigabit (25)% (50)%
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Approximately half of our output of NAND Flash pratts has been sold to Intel through our IM Flastsotidated joint ventures at long-
term negotiated prices approximating cost. Sal@$AdfiD Flash products to Intel were $884 million 2011, $764 million for 2010 and $886
million for 2009. (See "Segment Operating ResuRMAND Solutions Group" for further detail.) The ramder of our sales of NAND Flash
products is to "trade" customers (i.e., customérerathan Intel).

We sell NAND Flash products in various forms, irdihg discrete standalone devices as well as ini+olip packages ("MCPs") and other
NAND Flash systems solution products. MCPs andesysolutions products, which combine NAND Flashickes with a controller and/or oth
semiconductor devices, generally have significahifjher average selling prices and costs per digladn discrete NAND Flash devices. Our
sales of MCPs and other system solution NAND Ffasiducts increased in 2011 from 2010 due primaoilgur acquisition of Numonyx and to
targeted efforts at increasing sales of these mtsd@ur mix of single-level cell ("SLC") and mulével cell ("MLC") NAND Flash products
also impacted our average selling prices and salesnes. SLC products have fewer bits per waferligtier average selling prices per gigabit
as compared to MLC products. These shifts in theahbur products increased our average sellingegrand cost per gigabit in 2011 as
compared to 2010.

Increases in gigabits sold for both 2011 and 20&fevprimarily due to increased production efficiescThe ramp of the IMFS wafer
fabrication facility in Singapore also contributiedthe increase in production for 2011. Our acggisiof Numonyx in May 2010 also contribu
to increases in sales volumes to trade custom&®8lith and 2010.

The gross margin percentage on sales of NAND Rpastiucts to trade customers for 2011 declined agpeoed to 2010 primarily due to !
declines in average selling prices. The gross margicentage on sales of NAND Flash products ttetrustomers for 2010 improved as
compared to 2009 primarily due to cost reductiamg lay the increases in average selling prices.

NOR Flash

The increases in our sales of NOR Flash product®Gdl and 2010 were primarily due to our acquisinf Numonyx in May 2010 as all of
our sales of NOR Flash originated from this acdjaisi Our gross margin percentage on sales of N@Euyzts for 2011 improved slightly as

compared to 2010 primarily due to cost reductions.

Operating Expenses and Other

Selling, General and Administrative

Selling, general and administrative ("SG&A") expemsor 2011 increased 12% as compared to 2010 plyndae to increased costs
associated with Numonyx operations and higher phgosts, partially offset by a reduction in legalsts. The reduction in legal costs from 2010
to 2011 was primarily due to $64 million of costs2010 for estimated settlements in an indirectipasers antitrust case and other matters.

SG&A expenses for 2010 increased 49% from 2009 amilyndue to the costs associated with the indipeethasers settlements, increased
costs associated with Numonyx operations, highgrglacosts and Numonyx acquisition costs. The@ase in SG&A expenses for 2010 was
partially offset by a reduction in expenses for ging operations as a result of the sale of a 63&gest in Aptina Imaging Corporation
("Aptina") in the fourth quarter of 2009. We expétat SG&A expenses will approximate $155 milliont165 million for the first quarter of
2012.

Research and Development

R&D expenses for 2011 increased 27% from 2010 piiyndue to the following:

. increased costs associated with R&D activitiesafiuired Numonyx operations;

. higher payroll costs; and

. a higher volume of pre-qualification wafers presed.

Increases in R&D costs for 2011 from the abovediactvas partially offset by amounts received uradBIRAM cost-sharing arrangement

with Nanya that commenced in the third quarter@f@ As a result of amounts reimbursable from Namder the DRAM R&D cost-sharing
arrangement, R&D expenses were reduced by $14ibmfthr 2011 and $51 million for 2010.
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R&D expenses for 2010 decreased 4% from 2009 pilyrdue to the following:

« a DRAM cost-sharing arrangement with Nanya twehmenced in 2010; and
e areduction in R&D costs for imaging productsaasult of the sale of a 65% interest in Aptiméhie fourth quarter of 2009.

Decreases in R&D costs for 2010 from the aboveofaawas partially offset by higher payroll expenssulting from the accrual of
incentive-based compensation costs and additiofahdlllion of R&D expenses in connection with the7, 2010 acquisition of Numonyx.

As a result of amounts reimbursable from Intel uradl®lAND Flash R&D cost-sharing arrangement, R&Penxses were reduced by $95
million, $104 million and $107 million for 2011, 20 and 2009 respectively. We expect that R&D expgnset of amounts reimbursable from
our R&D partners, will be approximately $200 miflico $230 million for the first quarter of 2012.

Our process technology R&D efforts are focused garily on development of successively smaller hmidth process technologies which
designed to facilitate our transition to next getien memory products. Additional process technplB&D efforts focus on the enablement of
advanced computing and mobile memory architectdinesinvestigation of new opportunities that leygr@ur core semiconductor expertise and
the development of new manufacturing materialsd®cbdesign and development efforts are conceuti@teour high density DDR3 DRAM a
LP-DDR2 Mobile Low Power DRAM products as well dagthdensity and mobile NAND Flash memory (includmglti-level cell technology),
NOR Flash memory, specialty memory, phase chanderemory system:

I nterest | ncome (Expense)

Interest expense for 2011, 2010 and 2009, incladgglegate amounts of non-cash amortization of disbbunt and issuance costs of $60
million, $76 million and $71 million, respectivelilet proceeds received at inception from some otonvertible notes were allocated between
a liability component (issued at a discount) aneaumity component. The debt discount is being amemtfrom issuance through the expected
maturity dates of such convertible notes, withaheortization recorded as additional nmash interest expense. Included in the aggregateast
interest expense is amortization on the convertibles of $54 million for 2011, $56 million for 20&nd $52 million for 2009. (See "ltem 1.
Financial Statements — Notes to Consolidated Fiah8tatements — Debt" note.)

Other Non-Operating | ncome (Expense), Net

Other non-operating expense for 2011 included d $dillion loss recognized in the first quarter &l12 in connection with a series of debt
restructure transactions with certain holders afaonvertible notes. (See "Item 1. Financial Stests — Notes to Consolidated Financial
Statements — Debt" note.)

Other non-operating income for 2011 also includ8 fillion in connection with the release of oulagantee of debt in a joint venture in
which we previously participated. (See "ltem 1.dfioial Statements — Notes to Consolidated Finaste&tements — Debt" note.)

Other non-operating income for 2010 included a @&i®56 million recognized in the first quarter2i10 in connection with an issuance of
common shares in a public offering by Inotera Maemrinc. (“"Inotera™). As a result of the issugrmér interest in Inotera decreased from
35.5% to 29.8%. (See "ltem 1. Financial Statemerit®tes to Consolidated Financial Statements -tfEdfethod Investments — Inotera and
MeiYa DRAM joint ventures with Nanya" note.)

Other Operating and Non-operating | ncome and Expenses

Further discussion of operating and non-operatiggrine and expenses can be found in the followingsnoontained in "ltem 8. Financial
Statements and Supplementary Data — Notes to ddated Financial Statements":

e Other Operating (Income) Expense, Net
e« TECH Semiconductor Singapore Pte. Ltd.
¢ Income Taxes

¢ Equity Method Investments

e Equity Plans
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Liquidity and Capital Resources

As of September 1, 2011 and September 2, 2010ad¢eHe following cash and equivalents:

As of 2011 2010
Bank deposit accounts $ 54z § 37z
Money market accounts 1,46 2,17(
Certificates of deposit 15E 371
Aggregate cash and equivalents (includes $327anilind $246 million held by IM Flash) $ 2,16C $ 2,91t

To mitigate credit risk, we invest through highditeguality financial institutions and, by policgenerally limit the concentration of credit
exposure by restricting investments with any sirgdigor. Our ability to access funds held by IM§th to finance our other operations is subject
to agreement by the joint venture partners andraotntal limitations. Amounts held by IM Flash ax anticipated to be available to finance our
other operations.

Cash generated by operations is our primary saafriiquidity. Our liquidity is highly dependent average selling prices for our products
and the timing and level of our capital expendisyteoth of which can vary significantly from peritaperiod. Depending on conditions in the
semiconductor memory market, our cash flows fromrafions and current holdings of cash and investsmaay not be adequate to meet our
needs for capital expenditures and operations. \Afepursue additional financing alternatives infilteire as cost effective and strategic
opportunities arise.

Operating activities

Net cash provided by operating activities was $2 dfillion for 2011, which reflected approximatel®,823 million generated from the
production and sales of our products, $230 mil(iogt of tax) from a patent cross-license agreemitht Samsung offset by a net $169 million
effect from an increase in the amount investedankimg capital, primarily due to a $357 million hease in inventories.

Investing activities

Net cash used for investing activities was $2,2@lan for 2011, which consisted primarily of caskpenditures of $2,550 million for
property, plant and equipment and $159 milliontfar acquisition of noncontrolling interests in TEGartially offset by $330 million released
from restricted cash. We believe that to develop peoduct and process technologies, support figtoeith, achieve operating efficiencies and
maintain product quality, we must continue to irtvesnanufacturing technologies, facilities anditalpequipment and research and
development. We estimate that capital spendin@®32 will be approximately $2 billion, the majority which is expected to be incurred in the
first half of 2012. The actual amounts for 2012 wiry depending on market conditions. As of Sefterri, 2011, we had commitments of
approximately $600 million for the acquisition abperty, plant and equipment, substantially alivbich is expected to be paid within one year.

Amounts released to us from restricted cash in 20d!lided the following:
*  $250 million of restricted cash collateral reded to us in connection with the termination of guarantee of a loan for a former joint
venture as a result of the underlying loan beiqgid and

»  $ 60 million of previously restricted cash thats released to us as a result of our prepaymehedfECH credit facility in 2011.

Financing activities

Net cash used for financing activities was $1,03ian for 2011, which included $1,215 million ofgments on debt, $322 million of
payments on equipment purchase contracts, $22Bmdf distributions to joint venture partners jelly offset by $690 million of proceeds
from convertible debt offerings and $268 millionpbceeds from equipment sale-leaseback financamgactions.
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On July 26, 2011 , we issued $ 345 million of 1.6%nvertible Senior Notes due August 1, 2031 (tHG81A Notes") and $ 345 million of
1.875% Convertible Senior Notes due August 1, 2@34 "2031B Notes" and together with the 2031A Natee "2031 Notes") at face val
Issuance costs for the 2031 Notes totaled $18anilli

On July 26, 2011, concurrent with the offering leé 2031 Notes, we entered into capped call traiosecfthe "2011 Capped Calls") that
have an initial strike price of approximately $9fr share, subject to certain adjustments, whiah set to equal initial conversion price of the
2031 Notes.

On July 26, 2011, we paid $150 million to repureh&8.7 million shares of common stock at $7.60spare.
In the third quarter of 2011, we prepaid the renmgji$250 million outstanding under our TECH sulssigis credit facility.

On November 3, 2010, we completed the followingeseof debt restructure transactions in connectiith separate privately negotiated
agreements entered into on October 28, 2010 withioeholders of our convertible notes:

* Repurchased $176 million in aggregate princgpabunt of our 1.875% Convertible Senior Notes dd®42the "2014 Notes") for $171
million in cash.

* Repurchased $91 million in aggregate principabant of our 4.25% Convertible Senior Notes due3f@t $166 million in cash.

«  Exchanged $175 million in aggregate principabant of our 2014 Notes for $175 million in aggregptincipal amount of the 1.875%
Convertible Senior Notes due 2027 (the"2027 Notebl)lders of the 2027 Notes have an option toirequs to purchase the 2027
Notes on June 1, 2017, and in certain other cirtamegs, at a price equal to 100 percent of thecipa@h amount of the 2027 Notes p
accrued and unpaid interest.

(See "lItem 1. Financial Statements - Notes to Clafeted Financial Statements - Debt" and "ItemihaRcial Statements - Notes to
Consolidated Financial Statements - Shareholderstf notes.)

Joint ventures

In 2011, IM Flash distributed $225 million to Int&liming of future distributions to Intel is subje¢o market conditions and availability of
cash. In 2011, IM Flash began installing toolganhew 300mm wafer fabrication facility in Singapowe made contributions to IM Flash of
$1,580 million in 2011 and $103 million in SeptemB@11, subsequent to 2011. Intel did not makecamyributions to IM Flash in 2011 but
contributed $131 million in September 2011. We expe make additional significant contributionslk Flash in future periods in connection
with tool installations and the further ramp of gation at the Singapore facility. The level of duture capital contributions to IM Flash will
depend on market conditions and the extent to wimiteh participates with us in future IM Flash dapicalls.

In the second quarter of 2011, we acquired HP'SGarbn's interests in our TECH subsidiary for agregate of $159 million and we
became a 100% owner of TECH as a result of thessactions.

Contractual Obligations

The following table summarizes our significant cantual obligations as of September 1, 2011:

Less than More than
Total 1 year 1-3 years 3-5 years 5 years
Notes payablé&’ $ 2,13¢ % 39 $ 1,16 $ 30 $ 904
Capital lease obligatiori8 497 151 15¢ 11€ 70
Operating leases 11€ 32 42 17 25
Purchase obligations 1,781 1,271 48€ 9 9
Other long-term liabilities 55¢ — 282 152 12&
Total $ 508¢ $ 1,49¢ % 2,131 % 32¢ % 1,13:

® Includes interest
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The obligations disclosed above do not include remttial obligations recorded on our balance steetierent liabilities except for the
current portion of long-term debt. The expecteatrng of payment amounts of the obligations discdsg®ve is estimated based on current
information. Timing and actual amounts paid médfedidepending on the timing of receipt of goodservices, market prices, changes to
agreed-upon amounts or timing of certain eventsdone obligations.

Purchase obligations include all commitments tapase goods or services of either a fixed or mininguiantity that meet any of the
following criteria: (1) they are noncancellable) {2 would incur a penalty if the agreement wascedad, or (3) we must make specified
minimum payments even if it does not take delivarithe contracted products or services ("take-gr-palf the obligation to purchase goods or
services is noncancellable, the entire value ottigract was included in the above table. Ifdbkgation is cancellable, but we would incur a
penalty if canceled, the dollar amount of the pgnaks included as a purchase obligation. Corgchotinimum amounts specified in take-or-
pay contracts are also included in the above tabliey represent the portion of each contractishefirm commitment.

Pursuant to the Inotera Supply Agreement, we hawebiigation to purchase 50% of Inotera’s semicaolumemory capacity subject to
specific terms and conditions. As purchase quaatire based on qualified production output, tlredra Supply Agreement does not contain a
fixed or minimum purchase quantity and thereforedigenot include our obligations under the Inot8tegpply Agreement in the contractual
obligations table above. Our obligation underltietera Supply Agreement also fluctuates due tampgiwhich is based on manufacturing costs
and revenues associated with the resale of DRAMymts. We purchased $641 million of DRAM productsif Inotera in 2011 under the
Inotera Supply Agreement.

Off-Balance Sheet Arrangements

Concurrent with the offering of the 2031 Notes aly 26, 2011, we entered into capped call transast{the "2011 Capped Calls") that h
an initial strike price of approximately $9.50 @brare, subject to certain adjustments, which watdgbe initial conversion price of the 2031
Notes. The 2011 Capped Calls are in four equattres, have cap prices of $11.40, $12.16, $12.6%28.17 per share, and cover, subje:
anti-dilution adjustments similar to those contdifrethe 2031 Notes, an approximate combined tft@R.6 million shares of common
stock. The 2011 Capped Calls expire on varioussdaetween July 2014 and February 2016. The 2@ppé&ei Calls are intended to reduce the
potential dilution upon conversion of the 2031 Note

Concurrent with the offering of the 4.25% ConvddiBenior Notes due 2013 (the "2013 Notes") in X009, we paid approximately $25
million for three capped call instruments that hawenitial strike price of approximately $5.08 hare (the "2009 Capped Calls"). The 2009
Capped Calls have a cap price of $6.64 per shate@rer an aggregate of approximately 45.2 milsbares of common stock. The 2009
Capped Calls expire in October and November of 20h2 2009 Capped Calls are intended to reducenpiatelilution upon conversion of the
2013 Notes.

Concurrent with the offering of the 2014 Notes iayv2007, we paid approximately $151 million foretrCapped Call transactions (the
"2007 Capped Calls"). The 2007 Capped Calls conexggregate of approximately 91.3 million sharesashmon stock. The 2007 Capped C
are in three equal tranches with cap prices of28,%20.13 and $23.00 per share, respectively, witbhan initial strike price of approximately
$14.23 per share, subject to certain adjustmeiies.ZD07 Capped Calls expire on various dates betiNegember 2011 and December 2012.
The 2007 Capped Calls are intended to reduce pateliitition upon conversion of the 2014 Notes.

(See "Item 8. Financial Statements and SupplemeBtata - Notes to Consolidated Financial StatemeBigpplemental Balance Sheet
Information - Shareholders' Equity - Capped Ca#ligactions" note.)

Critical Accounting Estimates

The preparation of financial statements and reldieclosures in conformity with U.S. GAAP requirasnagement to make estimates and
judgments that affect the reported amounts of askabilities, revenues, expenses and relatedadisres. Estimates and judgments are base
historical experience, forecasted events and vardier assumptions that we believe to be reasenalder the circumstances. Estimates and
judgments may vary under different assumptionsoadiions. We evaluate our estimates and judgmamen ongoing basis. Our managen
believes the accounting policies below are critinghe portrayal of our financial condition andués of operations and requires management's
most difficult, subjective or complex judgments.
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Business Acquisitions : Accounting for acquisitions requires us to estinthtefair value of consideration paid and the ifdlial assets and
liabilities acquired, which involves a number ofigments, assumptions and estimates that could ialtexffect the amount and timing of costs
recognized. We typically obtain independent tipiadity valuation studies to assist in determinirig\alues, including assistance in determining
future cash flows, appropriate discount rates amdparable market values.

Consolidations: We have interests in joint venture entities that\dariable Interest Entities ("VIES"). Determiningnether to consolidate a
VIE may require judgment in assessing (1) whetheergity is a VIE and (2) if we are the entity'&npary beneficiary. To determine if we are
primary beneficiary of a VIE, we evaluate whether mave (1) the power to direct the activities thast significantly impact the VIE's econor
performance and (2) the obligation to absorb losséle right to receive benefits of the VIE thatld potentially be significant to the VIE. Our
evaluation includes identification of significardti&ities and an assessment of our ability to diteose activities based on governance provis
and arrangements to provide or receive producipancess technology, product supply, operations@esyequity funding and financing and
other applicable agreements and circumstances.asd@ssment of whether we are the primary bensfiofeour VIEs requires significant
assumptions and judgment.

Contingencies: We are subject to the possibility of losses fromous contingencies. Considerable judgment is searg to estimate the
probability and amount of any loss from such caygimcies. An accrual is made when it is probaldé @Hiability has been incurred or an asset
has been impaired and the amount of loss can ksemeahly estimated. We accrue a liability and changerations for the estimated costs of
adjudication or settlement of asserted and unasbelaims existing as of the balance sheet date.

Income Taxes: We are required to estimate our provision for inedaxes and amounts ultimately payable or recolermmumerous tax
jurisdictions around the world. These estimateslive judgment and interpretations of regulationd are inherently complex. Resolution
income tax treatments in individual jurisdictionaymot be known for many years after completioarof fiscal year. We are also required to
evaluate the realizability of our deferred tax &ss& an ongoing basis in accordance with U.S. GA#Hch requires the assessment of our
performance and other relevant factors. Realinatfodeferred tax assets is dependent on ouryatiligenerate future taxable income.

Inventories : Inventories are stated at the lower of average @mostarket value and we recorded charges of $60Bmin aggregate for
2009 and $282 million in aggregate for 2008 to evdbwn the carrying value of inventories of mempmyducts to their estimated market
values. Cost includes labor, material and overhests, including product and process technologyscoDetermining market value of
inventories involves numerous judgments, inclugingjecting average selling prices and sales voluimefuture periods and costs to complete
products in work in process inventories. To prbfaerage selling prices and sales volumes, wewergcent sales volumes, existing customer
orders, current contract prices, industry analgésupply and demand, seasonal factors, generabetic trends and other information. When
these analyses reflect estimated market valuesvimlo manufacturing costs, we record a charge $0 @bgoods sold in advance of when the
inventory is actually sold. Differences in foretsasaverage selling prices used in calculating foefeost or market adjustments can result in
significant changes in the estimated net realizahlee of product inventories and accordingly theant of write-down recorded. For example,
a 5% variance in the estimated selling prices whalde changed the estimated market value of ouraneimventory by approximately $143
million at September 1, 2011. Due to the volatid¢ure of the semiconductor memory industry, actelling prices and volumes often vary
significantly from projected prices and volumes aasla result, the timing of when product costscaerged to operations can vary significantly.

U.S. GAAP provides for products to be grouped tategories in order to compare costs to markeegal’he amount of any inventory
write-down can vary significantly depending on tletermination of inventory categories. Our inveie® have been categorized as memory,
imaging and microdisplay products. The major cbimstics we consider in determining inventoryeggtries are product type and markets.

Property, Plant and Equipment : We review the carrying value of property, plant &esdipment for impairment when events and
circumstances indicate that the carrying valuenc@sset or group of assets may not be recovenatrtethe estimated future cash flows expected
to result from its use and/or disposition. In casfere undiscounted expected future cash flowkeasethan the carrying value, an impairment
loss is recognized equal to the amount by whickclreying value exceeds the estimated fair valub®fassets. The estimation of future cash
flows involves numerous assumptions which requidgment by us, include, but are not limited toufatuse of the assets for our operations
versus sale or disposal of the assets, futurengggliices for our products and future productiod sales volumes. In addition, judgment is
required by us in determining the groups of asieteshich impairment tests are separately performed
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Research and Development : Costs related to the conceptual formulation andgdesf products and processes are expensed ascleseda
development as incurred. Determining when prodegtlopment is complete requires judgment by ug. ddem development of a product
complete once the product has been thoroughlywedeand tested for performance and reliability bsaquent to product qualification, product
costs are valued in inventory.

Stock-based Compensation : Compensation cost for stock-based compensatiostima&ted at the grant date based on the fair-vafitiee
award and is recognized as expense ratably oveethasite service period of the award. For stbaked compensation awards with graded
vesting that were granted after 2005, we recogeirepensation expense using the straight-line apaditin method. For performance-based
stock awards, the expense recognized is dependghegrobability of the performance measure bairtgeved. We utilize forecasts of future
performance to assess these probabilities anadssisssment requires considerable judgment.

Determining the appropriate fair-value model anidudating the fair value of stock-based awardsatgrant date requires considerable
judgment, including estimating stock price vol#giliexpected option life and forfeiture rates. Wévelop these estimates based on historica
and market information which can change signifigaater time. A small change in the estimates ussdresult in a relatively large change in
the estimated valuation. We use the Black-Schaoi¢i®n valuation model to value employee stock asarWe estimate stock price volatility
based on an average of its historical volatilitg #ime implied volatility derived from traded opt®on our stock.

Recently Adopted Accounting Standards

In June 2009, the Financial Accounting Standardsr8¢'FASB") issued a new accounting standard orakke interest entities ("VIES")
which (1) replaces the quantitative-based risksramérds calculation for determining whether aregrise is the primary beneficiary in a VIE
with an approach that is primarily qualitative, (8jjuires ongoing assessments of whether an eiseiprthe primary beneficiary of a VIE and
(3) requires additional disclosures about an entais involvement in VIE. We adopted this staddas of the beginning of 2011. The initial
adoption of this standard did not have a signifidgarpact on our financial statements as of the eidomlate. The impact on future periods will
depend on changes in the nature and compositionro¥ IEs.

Recently Issued Accounting Standards

In May 2011, the FASB issued a new accounting stethdn fair value measurements that clarifies ti@ieation of existing guidance and
disclosure requirements, changes certain fair vialeasurement principles and requires additionalaisres about fair value measurements. We
are required to adopt this standard in the thirarguw of 2012. We do not expect this adoption teehematerial impact on our financial
statements.

In June 2011, the FASB issued a new accountinglatdron the presentation of comprehensive incorne.rnew standard requires the
presentation of comprehensive income, the compsraniet income and the components of other conemste income either in a single
continuous statement of comprehensive income twanseparate but consecutive statements. The ra@wlantd also requires presentation of
adjustments for items that are reclassified frohebtomprehensive income to net income in thersiaté where the components of net income
and the components of other comprehensive incomprasented. We are required to adopt this staradaod the beginning of 2013. The
adoption of this standard will only impact the metation of our financial statements.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOLSURES  ABOUT MARKET RISK

Interest Rate Risk

As of September 1, 2011, $ 1,950 million of ol,801 millionof debt was at fixed interest rates. As a resldt fair value fluctuates bas
on changes in market interest rates. The estinfatedalue of our debt was $ 2,281 million as ep&mber 1, 2011 and $ 2,565 million as of
September 2, 2010 . We estimate that, as of Séyatein 2011 , a 1% decrease in market interest vedeild change the fair value of our fixed-
rate debt instruments by approximately $ 59 millioAs of September 1, 2011 , $ 51 million of tledbtdhad variable interest rates and a 1%
increase in the rates would increase annual irttesggense by approximately $ 1 million .

Foreign Currency Exchange Rate Risk

The information in this section should be readdnjanction with the information related to changethe exchange rates of foreign curre
in "ltem 1A. Risk Factors." Changes in foreignremcy exchange rates could materially adversebcaffur results of operations or financial
condition.

The functional currency for substantially all ofraperations is the U.S. dollar. We held casha@heér assets in foreign currencies value
an aggregate of U.S. $ 512 million as of Septerih@011 and U.S. $ 504 million as of Septembe0202 We also had foreign currency
liabilities valued at an aggregate of U.S. $ 94Hiom as of September 1, 2011 , and U.S. $ 90lionilas of September 2, 2010 . Because the
substantial majority of our sales are denominated.5. dollar, we do not have significant naturdifpes to offset our expenditures denominated
in other currencies. Significant components of &sard liabilities denominated in currencies othan the U.S. dollar (our reporting currency)
were as follows (in U.S. dollar equivalents):

2011 2010

Singapore Singapore
Dollars Yen Euro Other Dollars Yen Euro Other

(amounts in millions)

Cash and cash

equivalents $ 22 % 4 % 33 % 21 % 27 % 27 % 53 $ 19
Receivables 92 25 72 18 52 15 77 23
Deferred tax assets — 39 7 1 — 11¢& 6 1
Other assets 12 16 88 62 9 13 66 1
Accounts payable and

accrued expenses (124) (194) (240) (44) (158) (18¢€) (168) (45)
Debt (82) — (3) (3) (78) 9) (61) —
Other liabilities (15 (8) (128) (104) (14) (75) (200) )
Net assets (liabilities) $ (99 $ (119 $ (17 ¢ (49) ¢ (1629 $ (100 $ (1279) $ (8

We estimate that, based on the assets and liabitliétnominated in currencies other than the Ul&rdis of September 1, 2011, a 1%
change in the exchange rate versus the U.S. dadsulting in currency gains or losses of approxatya).S. $ 2 million for the euro and $ 1
million for the yen and Singapore dollar . Duri2@10, we began using derivative instruments to ey foreign currency exchange rate
risk. (See "ltem 8. Financial Statements and Samphtary Data — Notes to Consolidated Financide8tants — Derivative Financial
Instruments" note.)
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MICRON TECHNOLOGY, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(in millions except per share amounts)

September 1, September 2, September 3,

For the year ended 2011 2010 2009
Net sales $ 8,78¢ 8,48: % 4,80z
Cost of goods sold 7,03( 5,76¢ 5,24:

Gross margin 1,75¢ 2,71¢ (440)
Selling, general and administrative 592 52¢ 354
Research and development 791 624 647
Other operating (income) expense, net (380) (27) 23t

Operating income (loss) 75& 1,58¢ (1,67¢
Gain on acquisition of Numonyx — 437 —
Interest income 23 18 22
Interest expense (1249 (17¢) (182)
Other non-operating income (expense), net (203 54 (16)

551 1,92( (1,852)

Income tax (provision) benefit (203) 19 D
Equity in net income (loss) of equity method ineest, net of tax (158) (39 (240

Net income (loss) 19C 1,90( (1,999
Net (income) loss attributable to noncontrollingeirests (29) (50) 111

Net income (loss) attributable to Micron $ 167 1,85( $ (1,887
Earnings (loss) per share:

Basic $ 0.17 20¢ % (2.35

Diluted 0.17 1.8¢ (2.39)
Number of shares used in per share calculations:

Basic 988.( 887.t 800.%

Diluted 1,007. 1,050. 800.%

See accompanying notes to consolidated financéstents.
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MICRON TECHNOLOGY, INC.

CONSOLIDATED BALANCE SHEETS
(in millions except par value amounts)

September 1, September 2,
As of 2011 2010
Assets
Cash and equivalents $ 2,16( 2,91
Receivables 1,49 1,531
Inventories 2,08( 1,77(
Other current assets 95 11¢
Total current assets 5,832 6,33¢
Intangible assets, net 414 32:
Property, plant and equipment, net 7,55k 6,601
Equity method investments 482 582
Restricted cash 8 33t
Other noncurrent assets 46C 51¢
Total assets $ 14,75: 14,69:
Liabilities and equity
Accounts payable and accrued expenses $ 1,83( 1,50¢
Deferred income 442 29¢
Equipment purchase contracts 67 182
Current portion of long-term debt 14C 712
Total current liabilities 2,48( 2,70z
Long-term debt 1,861 1,64¢
Other noncurrent liabilities 55¢ 527
Total liabilities 4,90( 4,87
Commitments and contingencies
Micron shareholders' equity:
Common stock, $0.10 par value, 3,000 shares aa#tthrD84.3 shares issued and
outstanding (994.5 as of September 2, 2010) 98 99
Additional capital 8,61( 8,44¢
Accumulated deficit (370 (53€)
Accumulated other comprehensive income 132 11
Total Micron shareholders' equity 8,47( 8,02(
Noncontrolling interests in subsidiaries 1,382 1,79¢
Total equity 9,85z 9,81¢
Total liabilities and equity $ 14,75: 14,69¢

See accompanying notes to consolidated financdstents.
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MICRON TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(in millions)

Micron Shareholders

Common Stock

Accumulated

Other Total Micron Noncontrolling
Number Additional Accumulated  Comprehensive Shareholders’ Interests in
of Shares  Amount Capital Deficit Income (Loss) Equity Subsidiaries Total Equity
Balance at August 28, 2008 761.1 76 $ 6,96(C $ (5039 $ B8 $ 6,528 $ 286 $ 9,39(
Comprehensive income (loss):
Net loss (1,882 (1,882 (111) (1,999
Other comprehensive income (loss):
Net unrealized gain (loss) on
investments, net of tax 12 12 12
Pension liability adjustment, net of tax 1 1 1
Net gain (loss) on foreign currency
translation adjustment, net of tax 9) 9) 9)
Total comprehensive income (loss) (1,87¢) (111) (2,989
Issuance of common stock 69.2 7 26¢ 27€ 27€
Stock-based compensation expense 44 44 44
Stock issued for business acquisition 1.8 12 12 12
Stock issued under stock plans 4.C 1 1 1
Distributions to noncontrolling interests, net — (681) (6817)
Acquisition of noncontrolling interests in TECH _ (87) (87
Purchase of capped calls (25) (25) (25)
Repurchase and retirement of common stock (0.5) %) %) 7
Exercise of stock rights held by Intel 13.C 1 @) — —
Balance at September 3, 2009 848.7 85 $ 7251 $ (2,385 % 4 $ 495 3% 1,98¢ $ 6,93¢
Comprehensive income (loss):
Net income 1,85(C 1,85(C 50 1,90C
Other comprehensive income (loss):
Net gain (loss) on foreign currency
translation adjustment, net of tax 11 11 11
Net unrealized gain (loss) on investmen
net of tax 5 5 5
Net gain (loss) on derivatives, net of tax 1 1 Q) —
Pension liability adjustment, net of tax 2 ) )
Total comprehensive income (loss): 1,86% 49 1,91¢
Stock issued in acquisition of Numonyx 137.7 14 1,09¢ 1,11z 1,11z
Stock-based compensation expense 93 93 93
Stock issued under stock plans 6.€ 8 8 8
Distributions to noncontrolling interests, net — (229) (229
Repurchase and retirement of common stock (2.4) (20) Q) (21) (21)
Exercise of stock rights held by Intel 3.¢ — —
Acquisition of noncontrolling interests in TECH 10 10 (20) —
Balance at September 2, 2010 994k 99 $ 8,44¢ $ (536) $ 11 $ 8,02( $ 1,79¢  $ 9,81¢
Comprehensive income (loss):
Net income 167 167 23 19C
Other comprehensive income (loss):
Net gain (loss) on foreign currency
translation adjustment, net of tax 63 63 63
Net gain (loss) on derivatives, net of te 42 42 6 48
Net unrealized gain (loss) on investments,
net of tax 11 11 11
Pension liability adjustment, net of tax 5 5 5
Total comprehensive income (loss): 28¢€ 29 317
Issuance and repurchase of convertible debts 211 211 211
Stock-based compensation expense 76 76 76
Stock issued under stock plans 11.1 1 27 28 28



Distributions to noncontrolling interests, net — (217 (217

Repurchase and retirement of common stock (21.9) () (160) (D) (163%) (163%)
Acquisition of noncontrolling interests in TECH 67 67 (22¢) (159)
Purchase of capped calls (57) (57) (57)
Balance at September 1, 2011 984: $ 98 $ 861 $ 370 $ 13z $ 8,47C $ 1,38: % 9,852

See accompanying notes to consolidated financaatistents.
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MICRON TECHNOLOGY, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in millions)
September 1, September 2, September 3,
For the year ended 2011 2010 2009
Cash flows from operating activities
Net income (loss) $ 19C 1,90( (1,999
Adjustments to reconcile net income (loss) to meshcprovided by operating activities:
Depreciation expense and amortization of intangilskeets 2,10t 1,922 2,11«
Amortization of debt discount and other costs 57 83 72
Equity in net losses of equity method investeesphéax 15€ 38 14C
Loss on extinguishment of debt 113 — —
Stock-based compensation 76 93 44
Provision to write-down inventories to estimatedkeavalues 9 27 602
Gain from disposition of Japan Fab (54) — —
Restructure charges (credits) (32 a7 15€
(Gain) loss from disposition of property, plant aglipment a7) @) 54
Gain from acquisition of Numonyx — (437) —
Gain from Inotera and Hynix JV stock issuances, net — (52) —
Change in operating assets and liabilities:
Receivables 54 (51¢€) 12¢
Inventories (357) (121) (35€)
Accounts payable and accrued expenses (84) 54 44
Deferred income 14¢€ 84 81
Deferred income taxes, net 10z (45) (15)
Other 17 83 13€
Net cash provided by operating activities 2,48¢ 3,09¢ 1,20¢€
Cash flows from investing activities
Expenditures for property, plant and equipment (2,550 (61€) (48¢)
Acquisition of noncontrolling interests in TECH (159) — —
Additions to equity method investments (32) (165) (408)
Decrease (increase) in restricted cash 33C (240) (56)
Proceeds from sales of property, plant and equipmen 127 94 26
Return of equity method investment 48 — 41
Proceeds from sale of interest in Hynix JV — 428 —
Cash acquired from acquisition of Numonyx — 95 —
Proceeds from maturities of available-for-sale sities — — 13C
Other 34 (39) 81
Net cash used for investing activities (2,207 (44%) (674)
Cash flows from financing activities
Repayments of debt (1,219 (840) (429)
Payments on equipment purchase contracts (322 (330) (144
Distributions to noncontrolling interests (225) (267) (705)
Cash paid to purchase common stock (163) (22) 2
Cash paid to purchase capped calls (57) — (25)
Proceeds from debt 69C 20C 71€
Proceeds from equipment sale-leaseback transactions 26¢ — 4
Proceeds from issuance of common stock 28 8 271
Cash received from noncontrolling interests 8 38 24
Other (48) (8) (6)
Net cash used for financing activities (2,03¢) (1,220 (290




Net increase (decrease) in cash and equivalents (753 1,42¢ 242
Cash and equivalents at beginning of period 2,91: 1,48¢ 1,24:

Cash and equivalents at end of period $ 2,16C $ 291: $ 1,48¢

Supplemental disclosures

Income taxes refunded (paid), net $ 99 $ 2 3 (43
Interest paid, net of amounts capitalized (59 (95) (207)
Noncash investing and financing activities:
Equipment acquisitions on contracts payable andaldpases 46¢ 42C 331
Exchange of convertible notes 17t — —
Stock and restricted stock units issued in acqarsibf Numonyx — 1,117 —
Acquisition of interest in Transform — 65 —

See accompanying notes to consolidated financ@éstents.
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MICRON TECHNOLOGY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All tabular amounts in millions except per share anounts)

Significant Accounting Policies

Basis of presentation : We are a global manufacturer and marketer of semdigctor devices, principally DRAM, NAND Flash an®R
Flash memory, as well as other innovative memarkinielogies, packaging solutions and semicondugtstems for use in leading-edge
computing, consumer, networking, embedded and mgbbdducts. In addition, we manufacture CMOS imsgyesors and other semiconductor
products. The accompanying consolidated finarstatements include the accounts of Micron Technglbw. and its consolidated subsidiaries
and have been prepared in accordance with accguntinciples generally accepted in the United StafeAmerica. Certain reclassifications
have been made to prior period amounts to conforautrent period presentation.

Our fiscal year is the 52 or 53-week period endinghe Thursday closest to August 31. Our fiscdl128nd 2010 contained 52 weeks and
our fiscal 2009 contained 53 weeks. All periocerefices are to our fiscal periods unless othenniieated.

Use of estimates : The preparation of financial statements and reldisclosures in conformity with accounting prineiplgenerally acceptt
in the United States of America requires our mansge to make estimates and judgments that affeatefhorted amounts of assets, liabilities,
revenues, expenses and related disclosures. HEs$imad judgments are based on historical experjdoecasted events and various other
assumptions that we believe to be reasonable uhdaircumstances. Estimates and judgments mégr dihder different assumptions or
conditions. We evaluate our estimates and judgsn@mian ongoing basis. Actual results could diifem estimates.

Product warranty : We generally provide a limited warranty that oungucts are in compliance with our specificationsting at the time
of delivery. Under our general terms and condgiohsale, liability for certain failures of prodwturing a stated warranty period is usually
limited to repair or replacement of defective iteongeturn of, or a credit with respect to, amoysa#l for such items. Under certain
circumstances, we provide more extensive limitedavdy coverage than that provided under our gétenas and conditions. Our warranty
obligations are not material.

Revenue recognition : We recognize product or license revenue when psigiavidence that a sales arrangement existyedglhas
occurred, the price is fixed or determinable anitectibility is reasonably assured. Since we arahle to estimate returns and changes in m
price, and therefore the price is not fixed or deteable, sales made under agreements allowingngrimrotection or rights of return (other than
for product warranty) are deferred until custortease resold the product.

Research and development : Costs related to the conceptual formulation andydesf products and processes are expensed asdle sewl
development as incurred. Determining when prodegelopment is complete requires judgment. Devatag of a product is deemed complete
once the product has been thoroughly reviewed estdd for performance and reliability. Subseqteproduct qualification, product costs are
valued in inventory. Product design and otheraegeand development costs for NAND Flash and DR#&Mshared with our joint venture
partners. Amounts receivable from these cost-shairangements are reflected as a reduction eérels and development expense. (See
"Equity Method Investments" and "Consolidated Valgalnterest Entities — NAND Flash joint venturehwntel" notes.)

Stock-based compensation : Stock-based compensation is measured at the gasmtlthsed on the fair value of the award, anédsgnized
as expense under the straight-line attribution oekthver the requisite service period. We issue sigaves upon the exercise of stock options or
conversion of share units. (See "Equity Plans&not

Stock repurchases : When we repurchase and retire our common stockerogss of the repurchase price paid over par vslakocated
between paid-in capital and retained earnings.

Functional currency : The U.S. dollar is the functional currency for@lour consolidated operations.

48




Financial instruments : Cash equivalents include highly liquid short-termdstments with original maturities to us of thneenths or less,
readily convertible to known amounts of cash. Btweents with original maturities greater than thremths and remaining maturities less than
one year are included in short-term investmenmsedtments with remaining maturities greater thaa year are included in other noncurrent
assets. Securities classified as available-far-aed stated at market value. The carrying valulevestment securities sold is determined using
the specific identification method.

Derivative and hedging instruments : We use derivative financial instruments, primafdyward contracts, to manage exposures to
fluctuating currency exchange rates. We do noffins@cial instruments for trading or speculativegmses. Derivative instruments are measured
at their fair values and recognized as either assdiabilities.

We use forward contracts not designated as hedgstigiments to hedge our balance sheet exposuflegtoations in currency exchange
rates. The gain or loss associated with these actstis recognized in other income (expense).

We use forward contracts designated as cash flalgdteto hedge certain forecasted capital expeeditufhe effective portion of the gain
or loss on these derivatives is included as a compoof other comprehensive income (loss) in shddeins' equity. The amount in accumulated
other comprehensive income (loss) for these cashlledges are reclassified into earnings in theedam items of the consolidated statements
of operation and in the same periods in which tigeualying transactions affect earnings. Effectesnis measured by comparing the cumule
change in the fair value of the hedge contract tithcumulative change in the forecasted cash flufvtlse hedged item. Forward points are
excluded in measuring effectiveness and spot eatesised to value both the hedge contract andetiged item. Any ineffective or excluded
portion of the gain or loss is included in otheeriing income (expense).

Inventories : Inventories are stated at the lower of average mostarket value. Cost includes labor, materia averhead costs, including
product and process technology costs. Determimiagket values of inventories involves numerous fmegts, including projecting average
selling prices and sales volumes for future perits costs to complete products in work in proo@ssntories. When market values are below
costs, we record a charge to cost of goods saldite down inventories to their estimated markdtigan advance of when the inventories are
actually sold. Inventories are categorized as nmgrfgyrimarily DRAM and NAND Flash and NOR Flashnaging and microdisplay products
for purposes of determining average cost and madae. The major characteristics considered terd@ning inventory categories are product
type and markets.

Product and process technology : Costs incurred to acquire product and process t#aby or to patent technology are capitalized and
amortized on a straight-line basis over periodgiranup to 10 years. We capitalize a portion aftsancurred based on the historical and
projected patents issued as a percent of patentiseweCapitalized product and process technologsts are amortized over the shorter of (i) the
estimated useful life of the technology, (ii) theggnt term or (iii) the term of the technology agment. Fullyamortized assets are removed fr
product and process technology and accumulatedtinston.

Property, plant and equipment : Property, plant and equipment are stated at caktlapreciated using the straight-line method over
estimated useful lives of 5 to 30 years for buidin2 to 20 years for equipment and 3 to 5 yearsdfiware. Assets held for sale are carried at
the lower of cost or estimated fair value and aoduided in other noncurrent assets. When propereguipment is retired or otherwise disposed
of, the net book value of the asset is removedveadecognize any gain or loss in our results ofafiens.

We capitalize interest on borrowings during theévactonstruction period of major capital projec@apitalized interest is added to the cost
of the underlying assets and is amortized oveusigul lives of the assets. We capitalized interests of $12 million , $5 million and $5
million in 2011, 2010 and 2009, respectively.

Recently Adopted Accounting Standards

In June 2009, the Financial Accounting Standardsr8¢'FASB") issued a new accounting standard oniatd&e Interest Entities ("VIES")
which (1) replaces the quantitative-based risksramdirds calculation for determining whether aregorise is the primary beneficiary in a VIE
with an approach that is primarily qualitative, (8jjuires ongoing assessments of whether an eiseiprthe primary beneficiary of a VIE and
(3) requires additional disclosures about an entsis involvement in a VIE. We adopted this staddhs of the beginning of 2011. The initial
adoption of this standard did not have a significgarpact on our financial statements as of the domlate. The impact on future periods will
depend on changes in the nature and compositionro?IEs.
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Recently Issued Accounting Standards

In May 2011, the FASB issued a new accounting stethdn fair value measurements that clarifies ff@ieation of existing guidance and
disclosure requirements, changes certain fair vialeasurement principles and requires additionalabsires about fair value measurements. We
are required to adopt this standard in the thirargu of 2012. We do not expect this adoption teelematerial impact on our financial
statements.

In June 2011, the FASB issued a new accountinglatdron the presentation of comprehensive incorhe.rnew standard requires the
presentation of comprehensive income, the compsratet income and the components of other conemstie income either in a single
continuous statement of comprehensive income twanseparate but consecutive statements. The raswlatd also requires presentation of
adjustments for items that are reclassified froheotomprehensive income to net income in thersiaté where the components of net income
and the components of other comprehensive incomprasented. We are required to adopt this staradaofl the beginning of 2013. The
adoption of this standard will only impact the metation of our financial statements.

Variable Interest Entities

We have interests in joint venture entities that\AlEs. If we are the primary beneficiary of thEEYwe are required to consolidate it. To
determine if we are the primary beneficiary, weleate whether we have the power to direct the aigtdvthat most significantly impact the
VIE's economic performance and the obligation teoab losses or the right to receive benefits oMtethat could potentially be significant to
the VIE. Our evaluation includes identificationsiginificant activities and an assessment of oilityhbo direct those activities based on
governance provisions and arrangements to provideceive product and process technology, produymply, operations services, equity
funding, financing and other applicable agreemantscircumstances. Our assessments of whetheranbeaprimary beneficiary of our VIEs
require significant assumptions and judgment. fEdher information regarding our VIEs that we agobfor under the equity method, see
"Equity Method Investments” note. For further imf@ation regarding our consolidated VIEs, see "Cbdated Variable Interest Entities" note.

Unconsolidated Variable Interest Entities

Inotera and MeiYa — Inotera Memories, Inc. ("Inotera™) and MeiYa Teology Corporation ("MeiYa") are VIEs because & thrms of
their supply agreements with us and our partnenyl& echnology Corporation ("Nanya"). We have deieed that we do not have power to
direct the activities of Inotera and MeiYa that msignificantly impact their economic performanpemarily due to (1) limitations on our
governance rights that require the consent of giheies for key operating decisions and (2) oyretelence on our joint venture partner for
financing and the ability to operate in Taiwan.eféfore, we account for our interests in thesdieatunder the equity method.

Transform — Transform Solar Pty Ltd. ("Transform”) is a VIEdause its equity is not sufficient to permit Tfan® to finance its activities
without additional subordinated financial suppoonf us and our partner, Origin Energy Limited ('hl). We have determined that we do not
have power to direct the activities of Transformattinost significantly impacts its economic perfonoe, primarily due to limitations on our
governance rights that require the consent of @ffigi key operating decisions. Therefore, we aotar our interest in Transform under the
equity method.

Consolidated Variable Interest Entities

IMFT and IMFS — IM Flash Technologies, LLC ("IMFT") and IM Flagiingapore LLP ("IMFS") are both VIEs because alihafir costs
are passed to us and our partner, Intel Corpordtiatel"), through product purchase agreementstaeg are dependent upon us and Intel for
any additional cash requirements. For both IM frkastities (i.e., IMFT and IMFS), we determinedttive have the power to direct the activities
of the entities that most significantly impact theconomic performance. The primary activitieshaf IM Flash entities are driven by the
constant introduction of product and process teldyyo Because we perform a significant majoritytted technology development, we have the
power to direct key activities of the entities. aadition, IMFT manufactures certain products egidely for us using our technology. As are
of our 86% ownership interest in IMFS as of Septerh 2011, we have significantly greater econcemjgosure than Intel. We also determined
that we have the obligation to absorb losses amdigint to receive benefits from the IM Flash eesitthat could potentially be significant to th
entities. Therefore, we consolidate the IM Flastities.
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MP Mask — MP Mask Technology Center, LLC ("MP Mask") is #\because all of its costs are passed to us angastner, Photronics,
Inc. ("Photronics"), through product purchase agrets and it is dependent upon us and Photronianfpadditional cash requirements. We
determined that we have the power to direct thiwities of MP Mask that most significantly impats$ economic performance, primarily due to
(1) our tie-breaking voting rights over key opemgtdecisions and (2) that nearly all key MP Madiviies are driven by our supply needs. We
also determined that we have the obligation to dbksses and the right to receive benefits fromWH3k that could potentially be significant
MP Mask. Therefore, we consolidate MP Mask.

Japan Fabrication Facility

On June 2, 2011, we sold our wafer fabricationlitgdn Japan (the "Japan Fab") to Tower Semicotatuictd. ("Tower"). Under the
arrangement, Tower paid $ 40 million in cash angreximately 20 millionof ordinary shares of Tower. In addition, we witeive an aggrega
of $ 20 million in twelve equal monthly installmertteginning in the second quarter of 2012. Theaeting value of assets sold and liabilities
transferred to Tower on the transaction date piadhe effects of the transaction was $23 milliod sve recorded a gain of $54 million (net of
transaction costs of $ 3 million ) in connectiorinnhe sale of the Japan Fab. We also recorded@rdaision of $ 74 million related to the gain
on the sale and to write down certain deferredatsets associated with the Japan Fab. In connerwitlorthe sale of the Japan Fab, we entered
into a supply agreement for Tower to manufactuoglpcts for us in the facility through approximatéiay 2014.

Numonyx

On May 7, 2010 , we acquired Numonyx Holdings B{'Wumonyx"), which manufactured and sold primaiN®R Flash and NAND Flash
memory products. We acquired Numonyx to furthesregthen our portfolio of memory products, increasaufacturing and revenue scale,
access Numonyx's customer base and provide opjtgetto increase multi-chip offerings in the emtéed and mobile markets. The total fair
value of the consideration paid for Numonyx wasl$2, million and consisted of 137.7 million sharé®ar common stock issued to the
Numonyx shareholders ai4.8 million restricted stock units issued to empgley of Numonyx.

We determined the fair value of the assets anditiab of Numonyx as of May 7, 2010 using an irckange model. Because the fair value
of the net assets acquired exceeded the purchiase we recognized a gain on the acquisition of/ddlion in the third quarter of 2010. We
believe the gain realized in acquisition accountirag the result of a number of factors, including fiollowing: significant losses recognized by
Numonyx during the recent downturn in the semicaboilumemory industry; substantial volatility in Nomyx's primary markets; mark
perceptions that future opportunities for Numonyaducts in certain markets were limited; the liqyicifforded to the sellers as a result of the
limited opportunities to realize the value of thievestment in Numonyx; and potential gains toghkers through their investment in our equity
from synergies we realize with Numonyx. In additizve recognized a $51 million income tax benefitdnnection with the acquisition. The
results of operations for 2010 include $635 mill@fmet sales and $14 million of operating lossemfthe Numonyx operations after the May 7,
2010 acquisition date. The consideration and veloaif assets acquired and liabilities assumed asr®llows:
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Consideration:

Fair value of common stock issued $ 1,091
Fair value of restricted stock units issued 21
$ 1,112
Recognized amounts of identifiable assets acquirenhd liabilities assumed:

Cash and equivalents $ 95
Receivables 25€
Inventories 68¢
Other current assets 28
Intangible assets 29
Property, plant and equipment 344
Equity method investment 414
Other noncurrent assets 307
Accounts payable and accrued expenses (310
Other current liabilities 5)
Other noncurrent liabilities (29§)
Total net assets acquired 1,54¢
Gain on acquisition (437)
$ 1,117

The following unaudited pro forma financial infortiten presents the combined results of operationENigmonyx had been combined with
us as of the beginning of 2009. The pro formarfaial information includes the accounting effedishe business combination, including
adjustments to the amortization of intangible ass#preciation of property, plant and equipmenérest expense and elimination of
intercompany activities. The unaudited pro formmaricial information below is not necessarily iratize of either future results of operations or
results that might have been achieved had Numoagr lsombined with us as of the beginning of 2009.

2010 2009
Net sales $ 9,89t % 6,46¢
Net income (loss) 1,92:¢ (2,230
Net income (loss) attributable to Micron 1,87: (2,119
Earnings (loss) per share:
Basic $ 19C $ (2.3))
Diluted 1.72 (2.37)

The unaudited pro forma financial information f@1® includes the results for the year ended Seme@\R010 and the results of
Numonyx, including the adjustments described abfrehe approximate fiscal year ended Septemb2020. The pro forma information f
2009 includes our results for the year ended Seapted, 2009 and the results of Numonyx, includimg adjustments described above, for the
year ended September 27, 2009.
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Receivables

As of 2011 2010
Trade receivables (net of allowance for doubtfdcamts of $3 and $4, respectively) $ 1,108 $ 1,23¢
Income and other taxes 137 11¢
Related party receivables 72 64
Other 18¢ 114

$ 1,497 $ 1,531

As of September 1, 2011 and September 2, 201ateckparty receivables included $ 67 million arisF$nillion , respectively, due from
Aptina Imaging Corporation ("Aptina") primarily faales of image sensor products under a wafer gagpeement. (See "Equity Method
Investments" note.)

As of September 1, 2011 and September 2, 201@&r oticeivables included $ 34 million and $ 30 roiili, respectively, due from Intel for
amounts related to NAND Flash product design andgss development activities under cost-sharingesgents. As of September 1, 2011 and
September 2, 2010 , other receivables also incl$d2a million and $ 17 million , respectively, disem Nanya for amounts related to DRAM
product design and process development activitieieua cost-sharing agreement. (See "Equity Melinoestments" note and "Consolidated
Variable Interest Entities" note.)

Inventories
As of 2011 2010
Finished goods $ 50¢ $ 625
Work in process 1,342 1,031
Raw materials and supplies 142 11€
$ 2,08 $ 1,77(
Intangible Assets
As of 2011 2010
Gross Accumulated Gross Accumulated
Amount Amortization Amount Amortization
Product and process technology $ 571 $ (209 $ 43¢ $ (182)
Customer relationships 127 (82) 127 (66)
Other 1 — 23 (19
$ 69¢ $ (285 $ 58¢ §$ (26€)

During 2011 and 2010 , we capitalized $ 170 millgowd $ 48 million , respectively, for product armdgess technology with weighted-
average useful lives of 7 years.

Amortization expense was $ 79 million , $ 96 mifliand $ 75 million for 2011 , 2010 and 2009, refipely. Annual amortization expense

for intangible assets is estimated to be $ 86 omilfor 2012 , $ 80 million for 2013 , $ 71 millidor 2014 , $ 53 million for 2015 and4® million
for 2016 .
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Property, Plant and Equipment

As of 2011 2010
Land $ 92 $ 95
Buildings (includes $163 and $184, respectively ciapital leases) 4,481 4,39¢
Equipment (includes $712 and $745, respectivelycépital leases) 14,73¢ 12,97(
Construction in progress 15& 73
Software 29¢ 281

19,75¢ 17,81
Accumulated depreciation (includes $430 and $4@8pectively, for capital leases) (22,207 (11,217
$ 7,558 % 6,601

Depreciation expense was $ 2,026 million , $ 1,826on and $ 2,039 million for 2011 , 2010 and 200respectively.

Other noncurrent assets included buildings, equiptrard other assets classified as held for safe3&f million as of September 1, 2011 and
$ 56 million as of September 2, 2010 .

Equity Method Investments

As of 2011 2010
Investment Ownership Investment Ownership
Balance Percentage Balance Percentage
Inotera $ 38¢ 29.7% $ 434 29.9%
MeiYa 1 50.(% 44 50.(%
Transform 87 50.(% 82 50.(%
Aptina 7 35.(% 22 35.(%
$ 483 $ 582

We recognize our share of earnings or losses flbmvastments under the equity method on a tmanth lag. Equity in net income (loss)
equity method investees, net of tax, included dilewing:

For the year ended 2011 2010 2009
Inotera:
Equity method loss $ (154 $ 56 $ (16€)
Inotera Amortization 48 55 38
Other (6) (5) (2
(112 (6) (230
Transform (32) (12 —
Aptina (15) (24) —
Hynix JV — 2 —
MeiYa — 1 (10
$ (158 $ (39 $ (240

The summarized financial information in the talbdbetow include the aggregate of all of our equitytmoe investees on a stand-alone basis.
The tables below include the respective years anidgs through which we recorded our proportiorshtare of each of their results of operati
generally on a two-month lag. The summarized resaflbperations in the table below include the apeg results of Inotera, Transform and
Aptina only for the periods subsequent to our agitjan of our ownership interests.
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As of 2011 2010

Current assets $ 94z $ 89¢
Noncurrent assets (primarily property, plant andigaent) 4,18¢ 3,537
Current liabilities 3,201 1,47¢
Noncurrent liabilities 173 90C
For the years ended 2011 2010 2009
Net sales $ 1,83¢ $ 1,927 $ 67C
Gross margin (26¢) 73 (370
Operating loss (559) (181) 473)
Net loss (594) (237) (559

Our maximum exposure to loss from our ownershipunequity method investments that are VIEs waslkswvs:

As of 2011
Inotera $ 32t
MeiYa 1
Transform 90

The maximum exposure to loss primarily included iovestment balance as well as the related traoslatjustments in accumulated other
comprehensive income and receivables, if any. &g afso incur losses in connection with our obliyz under a supply agreement with
Inotera (the "Inotera Supply Agreement") for righted obligations to purchase 50% of Inotera's warfeduction capacity of DRAM products.

Inotera and MeiYa DRAM joint ventures with Nanya

We have partnered with Nanya in two Taiwanese DRA®&Mory companies, Inotera and MeiYa. Under a fiteparrangement with
Nanya, we recognize$65 million and $105 million of license revenueniet sales during 2010 and 2009, respectively, add&cognized a total
of $207 million through the completion of the agament in April 2010. Under a cost-sharing arramgiet beginning in April 2010, we share
equally in DRAM development costs with Nanya arsedaaesult, our research and development costsredueed by $141 million and $51
million in 2011 and 2010, respectively. In additieve received $25 million and $6 million of royatevenue in 2011 and 2010, respectively,
from Nanya for sales of stack DRAM products mantufeed by or for Nanya on process nodes of 50nnigirdr and will continue to receive
royalties from Nanya associated with technologyeli@yed prior to the cost-sharing arrangement.

Inotera: In the first quarter of 2009, we acquired a 86 .&wvnership interest in Inotera. As a result aftéma’'s sale of common shares in a
public offering, our equity ownership interest deased from 35.5% to 29.8% and we recognized aaj&B6 million in the first quarter of
2010. In the second quarter of 2010, as part oftem Inotera offering of common shares, we andyldaach paid $138 million to purchase
additional shares, slightly increasing our equitsnership interest from 29.8% to 29.9% . In 201ir, @vnership interest was reduced by shares
issued under Inotera's employee stock plans anfl Ssptember 1, 2011 , we held a 29.7% ownershgpéaat in Inotera, Nanya held a 29.8%
ownership interest, and the balance was publiclg.he

The carrying value of our initial investment wasdehan our proportionate share of Inotera's equityis difference is being amortized as a
credit to earnings through equity in net incomeg)oof equity method investees (the "Inotera Amaation™). As of September 1, 2011, $74
million of Inotera Amortization remained to be rgoized of which $49 million is scheduled to be amzed in 2012 with the remaining amount
to be amortized through 2034. The $56 million gaicognized in the first quarter of 2010 on Inoteissuance of shares included $33 million of
accelerated Inotera Amortization.

Because of significant market declines in the sglpprice of DRAM, Inotera incurred net losses of $2nillion for the six-month period
ended June 30, 2011. Also, Inotera's current ltaslexceeded its current assets by $2.3 billoofaJune 30, 2011, which exposes Inotera to
liquidity risk. Inotera's management has develgpleds to improve its liquidity. There can be nousaace that Inotera's plan to improve its
liquidity will be successful.
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In connection with the initial acquisition of ourages in Inotera, we and Nanya entered into thietacGupply Agreement. Our cost of
wafers purchased under the Inotera Supply Agreemdiatsed on a margin-sharing formula among Namggera, and ourselves. Under such
formula, all parties' manufacturing costs relate@vafers supplied by Inotera, as well as our anaylda revenue for the resale of products from
wafers supplied by Inotera, are considered in d&téng costs for wafers acquired from Inotera. Urtthe Inotera Supply Agreement, we
purchased $641 million and $693 million of DRAM grxts in 2011 and 2010, respectively. In 2011, @o®gnized a loss on our purchase
commitment under the Inotera Supply Agreement & i®dlion .

In the second quarter of 2009, Qimonda filed fatksaptcy and defaulted on its obligations to pusghttench DRAM products from Inote
under a separate supply agreement between Inatdr@imnonda ("the Qimonda Supply Agreement"). Panstio our obligation under the
Inotera Supply Agreement to purchase up to 50%atelra’s trench DRAM capacity, less any trench DRgiducts sold to Qimonda pursuant
to the Qimonda Supply Agreement, we recorded $3%omin cost of goods sold in 2009 for underuglidzcapacity as a result of Qimonda's
default.

In the third quarter of 2009, we received $50 miilfrom Inotera pursuant to the terms of a technoloaysfer agreement and, in connec
therewith, recognized $13 million and $15 milliohrevenue in 2010 and 2009, respectively.

As of September 1, 2011 and September 2, 2010¢ there gains of $65 million and $7 million , respeely, in accumulated other
comprehensive income (loss) for cumulative traimteadjustments from our investment in Inotera.

As of September 1, 2011 , based on the closingnygatice of Inotera's shares in an active market market value of our equity interest in
Inotera was $296 million which was below our netgag value of $323 million . The net carrying ualis our investment balance of $388
million less the cumulative translation adjustmentaccumulated other comprehensive income (Ios$55 million . We evaluated our
investment in Inotera and concluded that the dedlirthe market value below carrying value wasamobther-than-temporary-impairment
primarily for the following reasons: (1) the defigi market value to carrying value existed foslésan one month, (2) the deficit as a percentage
of the carrying was relatively minor, (3) the markalue subsequently appreciated to exceed thgiegrvalue shortly after the end of our fiscal
2011, and (4) the market value is very volatiledobsn changes in pricing for Inotera's sole prodDBAM, which fluctuates significantly based
on market cycles and other factors.

MeiYa: In 2008, we acquired a 50% interest in MeiYa.connection with our acquisition of an equity net in Inotera, we entered into
agreements with Nanya pursuant to which both madéased future funding of, and resource commitsrtentMeiYa. Additionally, MeiYa sold
substantially all of its assets to Inotera. Inskeond quarter of 2011, we and Nanya each recaidgstribution from MeiYa of $48 million as a
return of capital, representing substantially &IMeiYa's assets.

Pursuant to a technology transfer agreement, weved $50 million from MeiYa in the first quartef 2009. Our technology transfer
agreement with MeiYa was supplanted by our techqyotoansfer agreement with Inotera and we retutheds50 millionwith accrued interest |
MeiYa in the fourth quarter of 2009.

Transform

In 2010, we acquired a 50% interest in Transfoimexchange for the equity interest in Transforme,a@ntributed nonmonetary assets,
which consisted of manufacturing facilities, equent) intellectual property and a fully-paid leaseatportion of our Boise, Idaho manufacturing
facilities. As of September 1, 2011 , we and Origiaich held a 50%wnership interest in Transform. During 2011 afd® we and Origin ear
contributed $30 million and $26 million , respeeliy, of cash to Transform. Our results of operaifor 2011 and 2010 included $20 million
and $ 15 million , respectively, of net sales whgiproximates our cost for transition services ted to Transform.

As of September 1, 2011 and September 2, 2010; ntmeurrent assets included $29 million and $3fani, respectively, for the
manufacturing facilities leased to Transform arfieononcurrent liabilities included $29 million a$83 million for deferred rent revenue on the
fully-paid lease. Additionally, as of Septembe@11 and September 2, 2010, other noncurrent aesétabilities included $4 million and
$5 million , respectively, for the value of cert@quipment and intangible assets, which we wengateld to contribute to Transform.
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Aptina

In 2009, we sold a 65% interest in Aptina, previgaswholly-owned subsidiary. A portion of the 658terest we sold is in the form of
convertible preferred shares that have a liquidapieeference over Aptina's common shares. Asutrege recognize our share of Aptina's
earnings or losses based on our common stock ohipgrercentage, which was 64% as of September11], 20

We manufacture components for CMOS image sensoisgtina under a wafer supply agreement. For 2@010 and 2009, we recognized

net sales of $349 million , $372 million and $70lion , respectively, and cost of goods sold of $3aillion , $385 million and $60 million ,
respectively, from products sold to Aptina.

Accounts Payable and Accrued Expenses

As of 2011 2010
Accounts payable $ 1,187 $ 79¢
Salaries, wages and benefits 304 34¢€
Related party payables 141 194
Income and other taxes 30 51
Other 16¢ 11¢

$ 1,83C $ 1,50¢

Related party payables included amounts primaurily @ Inotera under the Inotera Supply Agreeme® B89 million and $ 105 million as
of September 1, 2011 and September 2, 2010, regplgcfor the purchase of DRAM products. Relapedty payables as of September 2, 2010
also included $ 86 million for amounts due for thechase of memory products under a supply agreewitimthe Hynix JV, a subsidiary of
Hynix Semiconductor Inc. in which we previously ¢ha@n equity interest in connection with our acdigsi of Numonyx.

As of September 1, 2011 and September 2, 2010; atveunts payable and accrued expenses includ@d$llion and $ 16 million ,
respectively, for amounts due to Intel for NAND $Haproduct design and process development andslingifiees pursuant to cost-sharing
agreements. (See "Consolidated Variable Intenesti€s" note.)

Debt

As of 2011 2010
2014 convertible senior notes, due 2014 at stattedaf 1.875% $ 81t $ 1,05¢
Capital lease obligations, due 2023 at 6.1% an®%/r2spectively 42% 527
2031A convertible senior notes, due 2031 at stettrlof 1.5% 25E —
2031B convertible senior notes, due 2031 at statisdof 1.875% 234 —
2013 convertible senior notes, due 2013 at statexdaf 4.25% 13¢ 23C
2027 convertible senior notes, due 2027 at statiedaf 1.875% 13t —
TECH credit facility at effective interest rate 0% — 34¢
Mai-Liao Power note at effective interest rate df1Pb6 — 19¢€
Other notes — 1
2,001 2,36(
Less current portion (240 (712)
$ 1,861 $ 1,64¢
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Convertible Notes With Debt And Equity Components

The accounting standards for convertible debtumsénts that may be fully or partially settled irslcaipon conversion require the debt and
equity components to be stated separately. The mmmecorded as debt is based on the fair valubeotiebt component as a standalone
instrument, determined using an average interéstffoa similar nonconvertible debt issued by easitwith credit ratings comparable to ours at
the time of issuance. The difference between the eorded at inception and its principal amosrtbibe accreted to principal through interest
expense through the estimated life of the note oAdingly, the debt and equity components are reguio be stated separately for the following
notes:

« 1.875% Convertible Senior Notes due 2014 (tlg142Notes")

* 1.5% Convertible Senior Notes due 2031 (the 120Blotes")

« 1.875% Convertible Senior Notes due 2031 (3818 Notes" and together with the 2031A Notes,"#81 Notes")
« 1.875% Convertible Senior Notes due 2027 (tl3272Notes")

The debt and equity components of our 4.25% CoitkerSenior Notes due 2013 (the "2013 Notes") ate@quired to be stated separately
as they must be settled in shares of our commark stpon conversion. Information related to our amtible notes with debt and equity
components is as follows:

As of 2011 2014 Notes 2031A Notes 2031B Notes 2027 Notes
Outstanding principal $ 94¢  $ 34t $ 34 ¢ 17E
Unamortized discount (139 (90) (117 (40)
Net carrying amount of debt 81t 25t 234 13E
Carrying amount of equity component 36¢ 89 10¢ 40
Remaining discount amortization period (in years) 2.8 6.9 8.¢ 5.8

As of September 2, 2010, the 2014 Notes had $ Ip80i@n of outstanding principal and $ 1,058 nalli of net carrying value (net of
unamortized discount of $ 242 million ).

Information related to interest rates and experigeioconvertible notes with debt and equity congus is as follows:

For the year ended 2011 2014 Notes 2031A Notes 2031B Notes 2027 Notes
Effective interest rate 7.% 6.5% 7.C% 6.9%
Interest cost related to contractual interest rate $ 19 3 1 3 1 3 3
Interest costs related to amortization of discamt

issuance costs 46 1 1 5

Interest expense for 2010 included $ 24 milliontfa contractual interest rate and $ 56 milliomfrihe amortization of discount and
issuance costs from the 2014 Notes and interestnmepfor 2009 included $ 25 million for the contuat interest rate and $ 52 million from the
amortization of discount and issuance costs froe2hil4 Notes.

Debt Restructure

On November 3, 2010, we completed the followingeseof debt restructure transactions in connectiith separate privately negotiated
agreements entered into on October 28, 2010 withioeholders of our convertible notes:

« Exchanged $ 175 million in aggregate principabant of our 2014 Notes for $ 175 million in aggaegprincipal amount of the 2027
Notes (the "Exchange Transactior

* Repurchased $ 176 million in aggregate princgmbunt of our 2014 Notes for $ 171 million in cgste "Partial Repurchase of 2014
Notes").

* Repurchased $ 91 million in aggregate princgrabunt of our 2013 Notes for $ 166 million in cégte "Partial Repurchase of 2013
Notes").
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Exchange Transaction : In the Exchange Transaction, $ 175 million in@ggte principal amount of our 2014 Notes was gyished. The
extinguishment resulted in the derecognition o#8 fnillion in debt for the principal of the 2014 tds (net of $ 31 million of debt discount) and
$ 13 million of additional capital. We recognizetbas of $ 15 million on the exchange based orettiienated $ 157 milliofair value of the del
component of the 2014 Notes exchanged and thel2$illion carrying value (net of unamortized issoe costs).

Partial Repurchase of the 2014 Notes: Because the liability and equity components ofab&4 Notes were stated separately, the repurchas
of $ 176 million aggregate principal amount resdiirethe derecognition of $ 144 million in debt {0 $ 32 million of debt discount) and $ 13
million of additional capital. We recognized a lags$ 17 million (including transaction fees) oretfepurchase based on the estimated $ 158
million fair value of the debt components of thel2WNotes repurchased. The fair value of the defmpoment of the 2014 Notes was estimated
using an interest rate for nonconvertible debthwétrms similar to the debt component of the 20b#ebll on a standalone basis, issued by entities
with credit ratings comparable to ours at the ergleadate (Level 2).

Partial Repurchase of the 2013 Notes : We recognized a loss of $ 79 millincluding transaction fees) in the repurchasénef2013 Note:

2014 Notes

In May 2007, we issued $ 1.3 billion of the 2014té&& of which $ 351 million was extinguished on Rmber 3, 2010 in connection with
the Exchange Transaction and Partial Repurchaded014 Notes. The initial conversion rate of20&4 Notes is 70.2679 shares of common
stock per $1,000 principal amount, or approxima$el4.23 per share.

Conversion Rights: Holders may convert their 2014 Notes under ttieviong circumstances: (1) during any calendar tgraf the closing
price of our common stock for at least 20 tradiaggin the 30 consecutive trading days ending edast trading day of the immediately
preceding calendar quarter is more than 130% ofdneersion price of the 2014 Notes (approxima$ehB.50 per share); (2) if the 2014 Notes
have been called for redemption; (3) if specifigtrtbutions or corporate events occur, as sehfiorthe indenture for the 2014 Notes; (4) if the
trading price of the 2014 Notes is less than @8%e product of the closing price of our commtack and the conversion rate of the 2014 N
during the periods specified in the indenture;Xrat any time on or after March 1, 2014 .

Upon conversion, we will have the right to deligbiares of our common stock, cash or a combinaficash and shares of common stock.

Cash Redemption at Our Option : We may redeem for cash the 2014 Notes if therégmirted sale price of our common stock has been a
least 130% of the conversion price (approximateh8%0 per share) for at least 20 trading dayshduainy 30 consecutive trading-day period.
The redemption price is 100% of the principal antdarbe redeemed, plus accrued and unpaid interest.

Cash Repurchase at the Option of the Holder : Upon a change in control or a termination of imggas defined in the indenture, holders 1
require us to repurchase for cash all or a poxtictheir 2014 Notes at a repurchase price equad@86 of the principal amount, plus accrued and

unpaid interest, if any.

Capital Lease Obligations

We have various capital lease obligations due fiogi installments through February 2023 at wedghaverage effective interest rates of
6.1% as of 2011 and 7.2% as of 2010.

In 2011, we received $ 268 million in proceeds fremes-leaseback transactions and as a resulteztoapital lease obligations
aggregating $ 246 million at a weighted-averagedtiife interest rate of 5.4% , payable in periadgtallments through May 2016 .

In 2010, we recorded $ 121 million in capital leabéigations with a weighted-average effective iegt rate of 9.5% , payable in periodic
installments through December 2020 .
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2031A and 2031B Notes

On July 26, 2011 , we issued $ 345 million of tB82A Notes and $ 345 million of 2031B Notes, each dugust 1, 2031 . Issuance costs
for the 2031 Notes totaled $ 18 million . The @miittonversion rate for the 2031 Notes is 105.26%2es of common stock per $1,000 principal
amount, equivalent to an initial conversion pri¢@pproximately $ 9.50 per share of common stouterest is payable in February and August
of each year.

Upon the issuance of the 2031 Notes, we record&¥Vdmillion of debt, $ 198 million of additional mital and $ 13 million of deferred debt
issuance costs (included in other noncurrent gsS¢te amount recorded as debt is based on thedhie of the debt component as a standalone
instrument, and was determined using an averageesttrate for similar nonconvertible debt issugeitiities with credit ratings comparable to
ours at the time of issuance (Level 2). The diffieeebetween the debt recorded at inception angrtheipal amount ($ 91 million for the 2031A
Notes and €112 million for the 2031B Notes) is being accretegrincipal through interest expense through Atg@@4.8 for the 2013A Notes
and August 2020 for the 2031B Notes, the expedteai the notes.

Conversion Rights: Holders may convert their 2031 Notes under ttieiong circumstances: (1) during any calendar tgraf the closing
price of our common stock for at least 20 tradiaggin the 30 consecutive trading days ending edast trading day of the preceding calendar
quarter is more than 130% of the conversion pridé@®2031 Notes (approximately $ 12.35 per shdB)if the 2031 Notes are called for
redemption; (3) if specified distributions or corate events occur, as set forth in the indenturéhi® 2031 Notes; (4) if the trading price of the
2031 Notes is less than 98% of the product of thsirg price of our common stock and the conversiata of the 2031 Notes during the periods
specified in the indenture; or (5) at any time mfay 1, 2031 .

Upon conversion, we will pay cash up to the aggeegéancipal amount and cash, shares of commork stoa combination of cash and
shares of common stock, at our option, for any ieimg conversion obligations. As a result of théleeent terms upon conversion of the 2031
Notes, the 2031 Notes are considered in dilutediegs per share under the treasury stock me:

Cash Redemption at Our Option : We may redeem for cash the 2031A Notes on or Affigust 5, 2013 and the 2031B Notes on or after
August 5, 2014 if the last reported sale pricewf@mmon stock has been at least 130% of the csioveprice (approximately $ 12.35 per
share) for at least 20 trading days during any@®secutive trading day period. The redemption paiteequal the principal amount plus
accrued and unpaid interest. If we redeem the 208diss prior to August 5, 2015 , or the 2031B Ngbésr to August 5, 2016 , we will also
make a "make-whole premium" payment in cash equtdd present value of all remaining scheduled paysof interest on the 2031 Notes,
using a discount rate equal to 150 basis points.

Cash Repurchase at the Option of the Holder : We may be required by the holders of the 2031ebltd repurchase for cash all or a portion
of the 2031A Notes on August 1, 2018 and all oodipn of the 2031B Notes on August 1, 2020 . Téwurchase price is equal to the principal
amount, plus accrued and unpaid interest. Uporaagshin control or a termination of trading, asrsd in the indenture, we may be requirec
the holders of the 2031 Notes to repurchase fdr alisr a portion of their 2031 Notes at a repasgprice equal to the principal amount plus
accrued and unpaid interest.

2013 Notes

In April 2009, we issued $230 million of the 2018tNs and in connection with Partial Repurchasedd@32Notes, repurchased $ 91 million
of aggregate principal balance on November 3, 20h6.initial conversion rate is 196.7052 sharesomfimon stock per $1,000 principal amount
or approximately $ 5.08 per share, and is subgeatifustment upon the occurrence of certain evagssified in the indenture.

Conversion Rights: The 2013 Notes may by converted by their hold¢@ny time prior to October 15, 2013 .

Cash Redemption at Our Option : We may redeem for cash the 2013 Notes on or Aftef 20, 2012 if the closing price of our common
stock has been at least 135% of the conversioe gaigproximately $ 6.86 per share) for at least@@ing days during a 30 consecutive trading-

day period. The redemption price will equal thenpipal amount and accrued and unpaid interestgphlagkewhole premium equal to the pres
value of the remaining interest payments from tremption date to the date of maturity.
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Cash Repurchase at the Option of the Holder : Upon a change in control or a termination of trgdims defined in the indenture, we may be
required to repurchase for cash all or a portiothef2013 Notes at a repurchase price equal to kfae principal plus any accrued and unpaid
interest to, but excluding, the repurchase date.

2027 Notes

In connection with the Exchange Transaction on Madwer 3, 2010, we issued $175 million of 2027 Noté= initial conversion rate is
91.7431 shares of common stock per $ 1,000 prihaip@unt or approximately $10.90 per share, amdlligect to adjustment upon the
occurrence of certain events specified in the ihaen

Upon the issuance of the 2027 Notes, we recorde2Ddmillion of debt, $ 40 million of additional ciggl and $ 2 million of deferred debt
issuance costs (included in other noncurrent gsS¢te amount recorded as debt is based on thedhie of the debt component as a standalone
instrument, and was determined using an averageesttrate for similar nonconvertible debt issugeitiities with credit ratings comparable to
ours at the time of issuance (Level 2). The $ 4fianidifference between the debt recorded at inceptihits principal amount will be accret
to principal through interest expense to June 20/ expected life of the 2027 Notes. The fair gadfithe 2027 Notes was based on the trading
price on the exchange date (Level 1).

Conversion Rights: Holders may convert their 2027 Notes under ttieviong circumstances: (1) during any calendar tgraf the closing
price of our common stock for at least 20 tradiaggin the 30 consecutive trading days ending edast trading day of the immediately
preceding calendar quarter is more than 130% ofdneersion price (approximately $ 14.17 per shd®)if the 2027 Notes have been called
for redemption; (3) if specified distributions asrporate events occur; (4) if the trading priceéhaf 2027 Notes is less than 98% of the product of
the closing price of our common stock and the cosiva rate of the 2027 Notes during the period Sigekin the indenture; (5) upon our elect
to terminate the conversion right of the 2027 Npteg6) after March 1, 2027 .

Upon conversion, we will pay cash up to the aggeegéaincipal amount and shares of common stoclashcat our option, for any
remaining conversion obligation. As a result of tieaversion provisions in the indenture, upon cosiea of the 2027 Notes only the amounts
payable in excess of the principal amounts of B#&/2Notes are considered in diluted earnings parestinder the treasury stock method.

Cash Redemption at Our Option : We may redeem for cash the 2027 Notes on or aftee 1, 2014 at a price equal to the principalarho
plus accrued and unpaid interest.

Cash Repurchase at the Option of the Holder : We may be required by the holders of the 2027bltd repurchase for cash the 2027 Notes
on June 1, 2017. The repurchase price is equhktprincipal amount, plus accrued and unpaid istetépon a change in control or a termina
of trading, as defined in the indenture, we maydugiired by the holders of the 2027 Notes to rdmase for cash all or a portion of their 2027
Notes at a repurchase price equal to the prineipedunt plus accrued and unpaid inter

Termination of Conversion Rights: We may elect to terminate the conversion righthef2027 Notes if the daily volume weighted averag
price of our common stock is greater than or eguaB0% of the conversion price (approximately $Ll¥4er share) for at least 20 trading days
during any 30 consecutive trading day period. Iftareninate the conversion right prior to June 1,28nd any 2027 Notes are converted in
connection with the termination, we will pay a makiole premium equal to the accrued interest de@tonversion date plus the present value
of remaining interest that would have been paidugh May 31, 2014discounted using a U.S. Treasury bond with anvedgnt term. Subject
the terms of the indenture, we may, at our electietiver shares of common stock in lieu of castihwespect to this make-whole payment.

TECH Credit Facility

In the third quarter of 2011, we repaid the renrairs 250 million outstanding principal balancelof TECH credit facility, plus accrued
interest, that was due in periodic payments thrddgly 2012. In connection therewith, $ 60 millionazafsh that was previously restricted was
released to us. (See "TECH Semiconductor Singapiereltd." note.)
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Maturities of Notes Payable and Future Minimum Leag Payments

As of September 1, 2011, maturities of notes payahH future minimum lease payments under capitald obligations were as follows:

Capital Lease
Notes Payable Obligations

2012 $ — & 151
2013 — 80
2014 1,08¢ 78
2015 — 73
2016 — 45
2017 and thereafter 86& 71
Discounts and interest, respectively (37%) (75)

$ 1,57¢  $ 427

Debt Guarantee

Concurrent with the Numonyx acquisition, we entergd agreements with STMicroelectronics N.V. arB®Bank Ltd. ("DBS") that
required us to guarantee a then outstanding loaderby DBS to Hynix-Numonyx Semiconductor Ltd. (thlynix JV"). The outstanding
balance of the Hynix JV loan was $ 250 million &she acquisition date and was due in periodicailhsients from calendar 2014 through 2016.
Under the agreements, we deposited $ 250 millamtounted for as restricted cash, into a pledgedust at DBS to collateralize the guarantee
of the loan. In the third quarter of 2011, the HydV repaid the $ 250 million outstanding principalance of the loan before the scheduled due
dates, and accordingly, our obligation to guarattteedebt ceased and the $ 250 million restrictest collateral was released to us. We
recognized a gain of $ 15 million in the third geaof 2011 in other non-operating income (expefsethe termination of our debt guarantee
obligation.

Commitments

As of September 1, 2011, we had commitments ofeprately $600 milliorfor the acquisition of property, plant and equipmeWe leas:
certain facilities and equipment under operatiragés. Total rental expense was $69 million , $dliomand $28 million for 2011, 2010 and
2009, respectively. We also subleased certaititfasiand buildings under operating leases to #gptind recognized $7 million of rental income
in 2011. As of September 1, 2011, minimum futeetal commitments are as follows:

Operating Lease
Commitments

2012 $ 32
2013 26
2014 16
2015 9
2016 8
2017 and thereafter 25

$ 11€
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Contingencies

We have accrued a liability and charged operationthe estimated costs of adjudication or settlethod various asserted and unasserted
claims existing as of the balance sheet date, diedLthose described below. We are currently aygarother legal actions arising from the
normal course of business, none of which is exjgeittdnave a material adverse effect on our busjmesaslts of operations or financial conditi

In the normal course of business, we are a pargyMariety of agreements pursuant to which we neaghdigated to indemnify the other
party. It is not possible to predict the maximuntgmial amount of future payments under these tgbegreements due to the conditional nature
of our obligations and the unique facts and cirdamses involved in each particular agreement. IHcstly, our payments under these types of
agreements have not had a material adverse effemtiobusiness, results of operations or finareoaldition.

We are involved in the following antitrust, patemtd securities matters.

Antitrust Matters

On May 5, 2004, Rambus, Inc. ("Rambus") filed a ptaimt in the Superior Court of the State of Califia (San Francisco County) against
us and other DRAM suppliers alleging that the deé&erts harmed Rambus by engaging in concerted dad/fuh efforts affecting Rambus
DRAM ("RDRAM") by eliminating competition and stiflg innovation in the market for computer memormhieology and computer memory
chips. Rambus' complaint alleges various causestan under California state law including, amaiger things, a conspiracy to restrict oul
and fix prices, a conspiracy to monopolize, intemal interference with prospective economic advgatand unfair competition. Rambus is
seeking a judgment for damages of approximatel9 $Blion, joint and several liability, trebling alamages awarded, punitive damages, a
permanent injunction enjoining the defendants ftbenconduct alleged in the complaint, interest, amorneys' fees and costs. Trial began on
June 20, 2011, and the case went to the jury ote8dger 21, 2011. At the time of this filing, a jurgrdict is pending. We cannot predict when a
verdict will be reached or when a formal judgmeoiid be entered by the Court subsequent to a vtertfiche event of an adverse judgment,
we would anticipate filing appropriate post-judgrerotions and appeals. We may be required togpbsind or other security to stay
enforcement of an adverse judgment pending apf2gbending on the amount required, we cannot agswreve would be able to obtain
sufficient security to pursue an appeal. We amblento predict the outcome of this lawsuit anddf@e cannot determine the likelihood of loss
nor estimate a range of possible loss. Accordingly have not provided an accrual for an adverdgment in the September 1, 2011, financial
statements. However, we have accrued a liabitity @harged operations for estimated costs to ssftdsdefend the matter. An adverse
judgment may have a material impact on our busjiressilts of operations and financial conditiorc|uding liquidity.

At least sixty-eight purported class action pribenfy lawsuits have been filed against us and ofliRAM suppliers in various federal and
state courts in the United States and in Puerto Ricbehalf of indirect purchasers alleging prieéaf) in violation of federal and state antitrust
laws, violations of state unfair competition lamdéor unjust enrichment relating to the sale andny of DRAM products during the period
from April 1999 through at least June 2002. The planmts seek joint and several damages, trebleaddition to restitution, costs and attorneys'
fees. A number of these cases have been remoyeddml court and transferred to the U.S. Distiourt for the Northern District of California
for consolidated pre-trial proceedings. In JulyQ@0the Attorneys General for approximately fortysUstates and territories filed suit in the U.S.
District Court for the Northern District of Califioia. The complaints allege, among other thingdatimns of the Sherman Act, Cartwright Act,
and certain other states' consumer protection atitist laws and seek joint and several damagelsletd, as well as injunctive and other relief.
On October 3, 2008, the California Attorney Genélatl a similar lawsuit in California Superior Goupurportedly on behalf of local California
government entities, alleging, among other thingsations of the Cartwright Act and state unfaingoetition law. On June 23, 2010, we
executed a settlement agreement resolving thegp@ped class-action indirect purchaser cases angehding cases of the Attorneys General
relating to alleged DRAM price-fixing in the Unit&tates. Subject to certain conditions, includinglfcourt approval of the class settlements,
we agreed to pay a total of approximately $67 omillin three equal installments over a two-yearqaeri
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Three putative class action lawsuits alleging pfieg of DRAM products also have been filed agains in Quebec, Ontario, and British
Columbia, Canada, on behalf of direct and indiothasers, asserting violations of the Canadianpg&tition Act and other common law
claims. The claims were initiated between Decen2B@¢ (British Columbia) and June 2006 (Quebecg plaintiffs seek monetary damages,
restitution, costs, and attorneys' fees. The sobigtaallegations in these cases are similar teghasserted in the DRAM antitrust cases filed in
the United States. Plaintiffs' motion for clasgtifieation was denied in the British Columbia a@debec cases in May and June 2008,
respectively. Plaintiffs subsequently filed an eglpof each of those decisions. On November 129 2he British Columbia Court of Appeal
reversed the denial of class certification and meshed the case for further proceedings. The apgehe Quebec case is still pending.

In February and March 2007, All American Semicortdgdnc., Jaco Electronics, Inc., and the DRAMi@Is Liquidation Trust each filed
suit against us and other DRAM suppliers in the. DiStrict Court for the Northern District of Cadifnia after opting-out of a direct purchaser
class action suit that was settled. The complailége, among other things, violations of federal atate antitrust and competition laws in the
DRAM industry, and seek joint and several damagebled, as well as restitution, attorneys' feestcand injunctive relief. On July 11, 2011,
we made a collective payment to the three plamtiffsettle all claims of an amount that was rmgnificant to our business, results of operations
or financial condition.

On June 21, 2010, the Brazil Secretariat of Econdraiv of the Ministry of Justice ("SDE") announdédt it had initiated an investigation
relating to alleged anticompetitive activities viitthe DRAM industry. The SDE's Notice of Investiga hames various DRAM manufacturers
and certain executives, including us, and focusethe period from July 1998 to June 2002.

On September 24, 2010, Oracle America Inc. ("Ofacteiccessor to Sun Microsystems, a DRAM purchtissropted-out of a direct
purchaser class action suit that was settled, filétlagainst us in U.S. District Court for the Narn District of California. The complaint alleg
DRAM price-fixing and other violations of federaldstate antitrust and unfair competition laws Hase purported conduct for the period from
August 1, 1998 through at least June 15, 2002.1®iaseeking joint and several damages, trebkedyedl as restitution, disgorgement, attorn
fees, costs and injunctive relief.

We are unable to predict the outcome of these lasvand therefore cannot estimate the range ofilpledsss, except as noted in the U.S.
indirect purchasers cases above. The final resolutf these alleged violations of antitrust lawsldaesult in significant liability and could have
a material adverse effect on our business, resfitiperations or financial condition.

Patent Matters

As is typical in the semiconductor and other hig¢hinology industries, from time to time, otherséhagserted, and may in the future assert,
that our products or manufacturing processes igéritheir intellectual property rights. In this redjave are engaged in litigation with Rambus
relating to certain of Rambus' patents and cedfour claims and defenses. Our lawsuits with Rasrdre pending in the U.S. District Court for
the District of Delaware, U.S. District Court fdret Northern District of California, Germany, Franaad Italy.

On August 28, 2000, we filed a complaint againsihBas in the U.S. District Court for the DistrictD&laware seeking declaratory and
injunctive relief. The complaint alleges, amongestthings, various anticompetitive activities atgbaseeks a declaratory judgment that certain
Rambus patents or that such patents are invalitbanodenforceable. Rambus subsequently filed aweanand counterclaim in Delaware
alleging, among other things, infringement of tveeRambus patents and seeking monetary damagesjanctive relief. We subsequently ad
claims and defenses based on Rambus' alleged tapolid evidence and litigation misconduct. Thelgdmn and litigation misconduct claims
and defenses were heard in a bench trial beforgeJRdbinson in October 2007. On January 9, 20aye)®Robinson entered an opinion in our
favor holding that Rambus had engaged in spoliaiwhthat the twelve Rambus patents in the suiéwaenforceable against us. Rambus
subsequently appealed the decision to the U.S.t@béppeals for the Federal Circuit. On May 13120the Federal Circuit affirmed Judge
Robinson's finding of spoliation, but vacated ti@dssal sanction and remanded the case to theM@edeDistrict Court for analysis of the
remedy based on the Federal Circuit's decision.Ndr¢hern District of California Court stayed atrof the patent phase of the Northern District
of California case upon appeal of the spoliati@uésto the Federal Circuit.
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On March 6, 2009, Panavision Imaging, LLC filedtsgainst us and Aptina Imaging Corporation, thevhally-owned subsidiary
("Aptina"), in the U.S. District Court for the Ceat District of California. The complaint allegeltat certain of our and Aptina's image sensor
products infringed four Panavision Imaging U.Sep#s and sought injunctive relief, damages, aty@'fees, and costs. On February 7, 2011
Court ruled that one of the four patents in suisivevalid for indefiniteness. On March 10, 201 &ils relating to the remaining three patents in
suit were dismissed with prejudice. Panavision egbently filed a motion for reconsideration of tbeurt's decision regarding invalidity of the
first patent, and we filed a motion for summarygouent of non-infringement of such patent. On Jylg@L1, the Court issued an order that
rescinded its prior indefiniteness decision, and kieat the disputed term does not render the damsuit indefinite. A hearing on motions for
summary judgment regarding infringement and validitscheduled for April 2, 2012.

On September 1, 2011, HSM Portfolio LLC and TechgglProperties Limited LLC filed a patent infringent action in the U.S. Distri
Court for the District of Delaware against us aegenteen other defendants. The complaint alldgescertain Company DRAM and ims
sensor products infringe two U.S. patents.

On September 9, 2011, Advanced Data Access LL@ fil@atent infringement action in the U.S. Dist@gurt for the Eastern District
Texas against the Company and seven other defendaite complaint alleges that certain Company DRpddducts infringe a single U
patent.

On September 14, 2011, Smart Memory Solutions LU€Hd fa patent infringement action in the U.S. DistiCourt for the District ¢
Delaware against the Company and Winbond Electsofiorporation of America. The complaint allegeattbertain NOR Flash produ
infringe a single U.S. patent.

Among other things, the above lawsuits pertaineidain of our SODRAM, DDR SDRAM, DDR2 SDRAM, DDR3 &AM, RLDRAM,
NOR Flash and image sensor products, which acdouatsignificant portion of our net sal

We are unable to predict the outcome of assertibinEringement made against us and therefore daestomate the range of possible loss.
A court determination that our products or manufeng processes infringe the intellectual propeigits of others could result in significant
liability and/or require us to make material chasmgeour products and/or manufacturing processeg.ohthe foregoing could have a material
adverse effect on our business, results of opemtio financial condition.

Securities Matters

On February 24, 2006, a putative class action caimiplvas filed against us and certain of our ofide the U.S. District Court for the
District of Idaho alleging claims under Sectiond)dénd 20(a) of the Securities Exchange Act of 1834amended, and Rule 10b-5 promulgated
thereunder. Four substantially similar complaintssequently were filed in the same Court. The cpagsort to be brought on behalf of a class
of purchasers of our stock during the period Felyr@d, 2001 to February 13, 2003. The five lawshése been consolidated and a consolidated
amended class action complaint was filed on July2R06. The complaint generally alleges violatiohfederal securities laws based on, among
other things, claimed misstatements or omissiogarcéng alleged illegal price-fixing conduct. Thamplaint seeks unspecified damages,
interest, attorneys' fees, costs, and expenseBedember 19, 2007, the Court issued an order giagithe class but reducing the class period to
purchasers of our stock during the period from kakyr 24, 2001 to September 18, 2002. On Augus2@), we executed a settlement
agreement resolving these purported class-actisesc&ubject to certain conditions, including fioalirt approval of the class settlement, we
agreed to pay $6 million as our contribution to sletlement. On April 28, 2011, the Court enteigédlfapproval of the class settlement.

Commercial Matters

On January 20, 2011, Dr. Michael Jaffé, administrédr Qimonda AG ("Qimonda") insolvency proceedinfiled suit against us and
Micron Semiconductor B.V., our Netherlands subsidia the District Court of Munich, Civil ChambeFhe complaint seeks to void under
Section 133 of the German Insolvency Act a sharelase agreement between us and Qimonda in fal g0Gsuant to which we purchased all
of Qimonda's shares of Inotera Memories, Inc. a®ks an order requiring us to retransfer the lacsbares to the Qimonda estate. The
complaint also seeks to terminate under SectioB1033 of the German Insolvency Code a patersisciioense between us and Qimonda
entered into at the same time as the share purelgasement. A hearing is scheduled to begin on Mbee 9, 2011.

We are unable to predict the outcome of this latad therefore cannot estimate the range of plesisiss. The final resolution of this
lawsuit could result in the loss of the InoterareBaor equivalent monetary damages and the teriminaf the patent cross license, which could
have a material adverse effect on our businessltses operation or financial condition.
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Shareholders’ Equity

Repurchase of Common Stock

On July 26, 2011, we paid $150 million to repureh&8.7 million shares of common stock at $7.60spare.

Issuance of Restricted Shares For Acquisition of Nuonyx

On May 7, 2010 in connection with the acquisitidgmNamonyx, we issued 137.7 million shares of oumomon stock to Intel,
STMicroelectronics N.V. and Redwood Blocker S.aard issued 4.8 million restricted stock unithie Bhares of common stock issued were
restricted from sale until November 6, 2010. ldiddn, 21.0 million of the shares of stock isswegle placed in escrow as partial security for
Numonyx shareholders' indemnity obligations. Dgra®11, the Numonyx shareholders sold all 0f21.0 million shares in escrow. Of the
restricted stock units issued, 1.6 million weretedsas of the time of issuance. (See "Numonyxé ot

Issuance of Common Stock

On April 15, 2009, we issued 69.3 million shares@imon stock for $4.15 per share in a public affer We received net proceeds$a7¢€
million , net of underwriting fees and other offegicosts of $12 million .

Capped Call Transactions

Concurrent with the offering of the 2031 NotesJirty 2011, we entered into capped call transacfjtires"2011 Capped Calls") that have an
initial strike price of approximately $9.50 per shasubject to certain adjustments, which wascsetjtial the initial conversion price of the 2031
Notes. The 2011 Capped Calls are in four equattres, have cap prices$11.40 , $12.16 , $12.67 and $13.17 per sharecaver, subject to
anti-dilution adjustments similar to those contdirethe 2031 Notes, an approximate combined tft@R.6 million shares of common
stock. The 2011 Capped Calls expire on varioussdaetween July 2014 and February 2016 . The @@pped Calls are intended to reduce the
potential dilution upon conversion of the 2031 MNot&ettlement of the 2011 Capped Calls in cashein respective expiration dates would
result in us receiving an amount ranging from zete market price per share of our common stecitior below $9.50 to a maximum of
$207 million . We paid $57 million to purchase #@11 Capped Calls. The 2011 Capped Calls aredemesl capital transactions and the
related cost was recorded as a charge to additiamatial.

Concurrent with the offering of the 2013 Notes iprih2009, we entered into capped call transactitims "2009 Capped Calls") that have
initial strike price of approximately $5.08 per shasubject to certain adjustments, which wascsetjtial the initial conversion price of the 2013
Notes. The 2009 Capped Calls have a cap pri$6.64 per share and cover, subject to anti-diluidjustments similar to those contained in the
2013 Notes, an approximate combined total of 45lltom shares of common stock, and are subjectdandard adjustments for instruments of
this type. The 2009 Capped Calls expire in Oct@@dr2 and November 2012 . The 2009 Capped Calstended to reduce the potential
dilution upon conversion of the 2013 Notes. Settat of the 2009 Capped Calls in cash on theire@spe expiration dates would result in us
receiving an amount ranging from zero if the magk@te per share of our common stock is at or be36v@8 to a maximum of $70 million if the
market price of our common stock exceeds $6.64lpare. We paid $25 million to purchase the 2009p€d Calls. The 2009 Capped Calls are
considered capital transactions and the relatetveas recorded as a charge to additional capital.

Concurrent with the offering of the 2014 Notes iayW2007, we entered into three capped call traimsec{the "2007 Capped Calls") that
have an initial strike price of approximately $131j2r share, subject to certain adjustments, wiihset to equal the initial conversion price of
the 2014 Notes. The 2007 Capped Calls are in #gaal tranches, have cap prices of $17.25 , $2thti323.0(per share, and cover, subjec
anti-dilution adjustments similar to those contdifethe 2014 Notes, an approximate combined tftall.3 million shares of common
stock. The 2007 Capped Calls expire on variousdaétween November 2011 and December 2012 . 0 Qapped Calls are intended to
reduce the potential dilution upon conversion ef #014 Notes. Settlement of the 2007 Capped @atlash on their respective expiration dates
would result in us receiving an amount ranging froero if the market price per share of our comntonksis at or below $14.23 to a maximum
of $538 million . We paid $151 million to purchabe 2007 Capped Calls. The 2007 Capped Callsarsidered capital transactions and the
related cost was recorded as a charge to additoapétal.
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Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss)phtetx, consisted of the following as of the endtwf periods shown below:

2011 2010
Accumulated translation adjustment, net $ 65 $
Gain (loss) on derivatives, net 43 1
Gain (loss) on investments, net 25 14
Unrecognized pension liability D (6)
Accumulated other comprehensive income (loss) $ 13z % 11

Derivative Financial Instruments

We are exposed to currency exchange rate risk éoretary assets and liabilities held or denominatddreign currencies, primarily the
euro, Singapore dollar and yen. We are also exptmseurrency exchange rate risk for capital exjgengs, primarily denominated in the euro
and yen. We use derivative instruments to managexposures to changes in currency exchange rat@sexposures associated with our
monetary assets and liabilities, our primary olpjecin entering into currency derivatives is toued the volatility that changes in currency
exchange rates have on our earnings. For expoassesiated with capital expenditures, our prinwjgctive in entering into currency
derivatives is to reduce the volatility that chamgecurrency exchange rates have on future castsfl

Our derivatives consist primarily of currency fomdaontracts. The derivatives expose us to cregkitto the extent the counterparties may
be unable to meet the terms of the derivative umsémt. Our maximum exposure to loss due to cregditthat we would incur if parties to
forward contracts failed completely to perform aclhog to the terms of the contracts was equal tocawrrying value of the forward contracts as
of September 1, 2011 , as listed in the tablesvbeloder fair values. We seek to mitigate such bighkimiting our counterparties to major
financial institutions and by spreading risk acrosstiple major financial institutions. In additipwe monitor the potential risk of loss with any
one counterparty resulting from this type of creidk on an ongoing basis. We have the followingency risk management programs:

Currency Derivatives without Hedge Accounting Desigation

We utilize a rolling hedge strategy with currenoyfard contracts that generally mature within 3gsd@ hedge our exposure to changes in
currency exchange rates. At the end of each riegagperiod, monetary assets and liabilities heldemominated in currencies other than the
dollar are remeasured in U.S. dollars and the @s®acoutstanding forward contracts are marked-awket. Currency forward contracts are
valued at fair values based on bid prices of dealeexchange quotations (referred to as LeveR&alized and unrealized currency gains and
losses on derivative instruments and the underlgiogetary assets and liabilities are included ireobperating income (expense). Total gross
notional amounts and fair values for currency deiires without hedge accounting designation weffelésvs:
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Notional Amount ® Fair Value

Currency (in U.S. Dollars) Asset @ (Liability) @
As of September 1, 2011:
Euro $ 301 $ 3 % =
Singapore dollar 21C — —
Yen 165 3 —
Other 148 — 2
$ 824 $ 6 $ 2

As of September 2, 2010:

Euro $ 26C % — 3 (5)

Singapore dollar 157 — —

Yen 104 1 —
$ 521 $ 1 3 (5)

@ Represents the face value of outstanding cont
@ Included in other receivable
® Included in other accounts payable and accrued es@s

For currency forward contracts without hedge actiogrdesignation, we recognized gains of $ 21 onillfor 2011 and losses of2® million
for 2010 , which were included in other operatimg@me) expense.

Currency Derivatives with Cash Flow Hedge Accountig Designation

We utilize currency forward contracts that gengraiature within 12nonths to hedge the exposure of changes in casis flam changes
currency exchange rates for certain forecastedalapipenditures. Currency forward contracts aleed at their fair values based on market-
based observable inputs including currency exchapgeand forward rates, interest rate and cregkitapread (referred to as Level 2). For those
derivatives designated as cash flow hedges, tleetefé portion of the realized and unrealized gaifoss on the derivatives was included as a
component of accumulated other comprehensive indtoas) in shareholders' equity. The amounts énattcumulated other comprehensive
income (loss) for those cash flow hedges are rsified into earnings in the same line items ofebasolidated statements of operations and in
the same periods in which the underlying transastaffect earnings. The ineffective or excludedipo of the realized and unrealized gain or
loss was included in other operating income (expen3otal gross notional amounts and fair val@eesérrency derivatives with cash flow
hedge accounting designation were as follows:

Notional Amount @ Fair Value
Currency (in U.S. Dollars) Asset @ (Liability) @
As of September 1, 2011:
Euro $ 23z % 8 —
Yen 19 1 —
$ 251 $ 9 —
As of September 2, 2010:
Euro $ 19¢ $ 1 —
Yen 81 1 —
$ 277 $ 2 —

@ Represents the face value of outstanding cont
@ Included in other receivable
® Included in other accounts payable and accrued esps
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For 2011 , we recognized $ 49 million of net deti@gains in other comprehensive income from fifiecéive portion of cash flow
hedges. The ineffective and excluded portionsashdlow hedges recognized in other operating irc(@wpense) were not material in
2011. Amounts in accumulated other comprehensigeme are amortized to manufacturing cost oveusiedul life of the underlying hedged
equipment and reclassified to earnings when invgrisosold.

Fair Value Measurements

Accounting standards establish three levels oftmfhat may be used to measure fair value: quatedsin active markets for identical
assets or liabilities (referred to as Level 1),evlable inputs other than Level 1 that are obsédevial the asset or liability either directly or
indirectly (referred to as Level 2) and unobsereahputs to the valuation methodology that areificant to the measurement of fair value of
assets or liabilities (referred to as Level 3).

Fair Value Measurements on a Recurring Basis

Assets measured at fair value on a recurring beesie as follows:

2011 2010
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Money market" $ 1,462 — — $ 146z $ 217C — — $ 217

Certificates of deposi? — 15E — 15E — 70E — 70E
Marketable equity

investment$® 37 15 — 52 19 — — 19

Assets held for sal@ — — 35 35 — — 56 56

$ 1,49¢ $ 17¢ % 35 $ 1,70¢ % 2,18¢ $ 70t $ 56 $ 2,95(

@ Included in caslt and equivalents.

@ Amounts as cSeptember 1, 2011 were included in cash and earitsl As of September 2, 2010 , $ 371 million welsided in cashand
equivalents and $ 334 million was included in rieséd cash.

® Included in other noncurrent asse

Certificates of deposit : Certificates of deposit assets were valued usisgefable inputs in active markets for similar asg¢egvel 2).

Marketable equity investments : All marketable equity investments were classitsdavailable-for-sale. As of September 1, 2011,
accumulated other comprehensive income includesisggains of $32 million and gross losses of $7ionilfrom our available-fosale securitie:
As of September 1, 2011, available-for-sale seesrivith a fair value of $15 million had unrealizedses of $7 million and been unrealized for
less than three months. Gross realized gains ass gealized losses on sales of our marketabléyeiguestments were not material for 2011,
2010 or 2009. Marketable equity investments asepit@nber 1, 2011 included approximately 20 milibodinary shares of Tower received in
connection with our sale of the Japan Fab, whictewalued using quoted market prices in an actiaekat and discounted using a protective
model for our resale restriction (Level 2).

Assets held for sale: Assets held for sale primarily included semicastdu equipment and facilities. Fair value for seomiductor equipme
is based on quotations obtained from equipmentdgalvhich consider the remaining useful life aodfiguration of the equipment, and fair
value of facilities is determined based on salesiroflar facilities and properties in comparablerkeds (Level 3). Losses recognized in 2@ht
2010 due to fair value measurements using LevepB8ts were not material .

Fair Value Measurements on a Nonrecurring Basis

We hold strategic investments in equity securitidch are accounted for under the cost method.fAeptember 1, 2011, the aggregate
carrying amount of all cost method investments $&2 million .
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Fair Value of Financial Instruments

The estimated fair value and carrying value of deftruments (carrying value excludes the equityjgonent of the 2014 Notes, the 2027
Notes and the 2031 Notes which is classified intgjwere as follows

2011 2010
Fair Carrying Fair Carrying
Value Value Value Value
Convertible debt instruments (Level 1) $ 1,21¢ $ 1,04¢ $ 1,49 % 1,28¢
Convertible debt instruments (Level 2) 62¢ 52¢ — —
Other debt instruments 43¢ 423 1,071 1,072

The fair value of our Level 1 convertible debt mishents was based on quoted market prices in attarkets. The fair value of our Leve
convertible debt instruments was determined basesbservable inputs of quoted market prices in miariwith insufficient activity to be
considered active and market prices for our stolthe fair value of our other debt instruments watgeated based on discounted cash flows
using inputs that are observable in the markehat ¢could be derived from or corroborated with obakle market data, including interest rates
based on yield curves of similar debt issued byiggwith credit ratings similar to ours (Level 22dmounts reported as cash and equivalents,
receivables, and accounts payable and accrued sepapproximate fair value.

Equity Plans
As of September 1, 2011 , we had an aggregate©®9 Iiillion shares of common stock reserved fanasse of stock options and restricted

stock awards, of which 108.1 million shares wellgesxt to outstanding awards and 69.8 million sharee available for future awards. Awards
are subject to terms and conditions as determigemibBoard of Directors.

Stock Options

Our stock options are generally exercisable indnnts of either one-fourth or one-third per yeayibning one year from the date of grant.
Stock options issued after September, 2004 gegearatlire six years from the date of grant. All atbptions expire ten years from the grant ¢

Option activity for 2011 is summarized as follows:

Weighted-Average
Weighted-Average Remaining
Exercise Price Per Contractual Life Aggregate
Number of Shares Share (In Years) Intrinsic Value

Outstanding at September 2, 2010 116.2  $ 12.7¢
Granted 15.2 9.0t
Exercised (6.1) 4.61
Cancelled or expired (26.2) 19.07
Outstanding at September 1, 2011 99.2 11.0¢ 2€ $ 41
Exercisable at September 1, 2011 61.¢ $ 13.5: 15 % 15
Expected to vest after September 1, 2011 36.5 6.9z 4.3 26
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The following table summarizes information abouti@ps outstanding as of September 1, 2011 :

Outstanding Options Exercisable Options
Weighted-

Average Weighted- Weighted-

Remaining Average Average
Number Contractual Life Exercise Price Number Exercise Price

Range of Exercise Prices of Shares (In Years) Per Share of Shares Per Share
$1.56-%$6.86 19.5 31 % 3.72 82 $ 4.0¢€
7.01-9.97 28.€ 4.7 8.31 3.8 7.82
10.00 - 12.93 23.7 1.¢ 12.2¢ 22.2 12.3¢
13.00 - 19.61 147 1.C 14.8¢ 147 14.8¢
20.98 - 39.50 12.¢ 0.1 21.81 12.¢ 21.81
99.t 2.€ 11.0¢ 61.t 13.5¢

The weighted-average grant-date fair value peresivais $4.46 , $4.13 and $1.71 for options granteihg 2011 , 2010 and 2009 ,
respectively. The total intrinsic value was $35limil , $13 million , and de minimis for options egised during 2011, 2010 and 2009 ,
respectively.

As of September 1, 2011, $96 million of total wwugnized compensation cost related to nonvesteddaweas expected to be recognized
through the fourth quarter of 2015 , resulting weighted-average period of 1.3 years. As of Sep&rt, 2011 , nonvested options had a
weighted-average exercise price of $6.99 , a weilfaterage remaining contractual life of 4.3 yead an aggregate intrinsic value of $26
million .

The fair values of option awards were estimatedfdise dates of grant using the Black-Scholes opgmluation model. The Black-Scholes
model requires the input of assumptions, includimgexpected stock price volatility and estimatptiam life. The expected volatilities utilized
were based on implied volatilities from traded ops on our stock and on historical volatility. &r2009, the expected lives of options granted
were based, in part, on historical experience anthe terms and conditions of the options. Poa2@09, the expected lives of options granted
were based on the simplified method provided byS&eurities and Exchange Commission. The frisk-interest rates utilized were based or
U.S. Treasury yield in effect at the time of thamt No dividends were assumed in estimated optdues. Assumptions used in the Black-
Scholes model are presented below:

2011 2010 2009
Average expected life in years 5.1 5.1 4.9
Weighted-average expected volatility 56% 60% 73%
Weighted-average risk-free interest rate 1.8% 2.2% 1.9%

Restricted Stock and Restricted Stock Units ("Resicted Stock Awards")

As of September 1, 2011 , there were 8.8 milliosreh of Restricted Stock Awards outstanding, oftWwhi.2 million were performance-
based Restricted Stock Awards. For service-basstrieted Stock Awards, restrictions generally éapgher in one-fourth or one-third
increments during each year of employment aftegtaet date. For performance-based RestricteckSta@rds, vesting is contingent upon
meeting certain performance goals. RestrictedkSfweards activity for 2011 is summarized as follows
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Weighted-Average
Grant Date Fair
Number of Shares  Value Per Share

Outstanding at September 2, 2010 86 % 7.8¢€
Granted 5.6 8.72
Restrictions lapsed (5.0 8.2¢
Cancelled (0.4) 8.8t
Outstanding at September 1, 2011 8.8 8.17
Expected to vest after September 1, 2011 8.5 8.1%

Restricted Stock Awards granted for 2011 , 201020@P were as follows:

2011 2010 2009
Service-based awards 4.4 5.¢ 1.9
Performance-based awards 1.2 1.8 1.7
Weighted-average grant-date fair values per share $ 87z $ 8.2¢ % 4.4C

Restricted Stock Awards granted during 2010 inallidld. million of service-based and 0.7 million efrfprmance-based Restricted Stock
Awards as part of our acquisition of Numonyx. Tiggregate fair value at the lapse date of award/fich restrictions lapsed during 2011 ,
2010 and 2009 was $43 million , $65 million andrilion , respectively. As of September 1, 201khere was $48 million of total unrecognized
compensation cost, net of estimated forfeiturdated to nonvested restricted stock awards, whiaxpected to be recognized throughfthweth
quarter of 2015 , resulting in a weighted-averagrgoal of 1.3 years.

Stock-based Compensation Expense

Total compensation costs for our equity plans vesréollows:

2011 2010 2009
Stock-based compensation expense by caption:
Cost of goods sold $ 20 % 23 % 16
Selling, general and administrative 38 50 16
Research and development 17 18 13
Other operating (income) expense
1 2 (1)
$ 76 $ 93 $ 44
Stock-based compensation expense by type of award:
Stock options $ 44 $ 37 % 29
Restricted stock awards 32 56 15
$ 76 $ 93 $ 44

Stock-based compensation expense of $5 million$dnahillion was capitalized and remained in inventas of September 1, 2011 and
September 2, 2010 , respectively. As of Septemb2011 , $144 million of total unrecognized comaitm costs, net of estimated forfeitures,
related to non-vested awards were expected todognézed through the fourth quarter of 2015 , rasglin a weighted-average period of 1.3
years. During 2010 , we determined that certaifioperance-based restricted stock that previouslyrwdeen expensed met the probability
threshold for expense recognition due to improveerating results. Stock-based compensation experike above presentation does not reflect
any significant income tax benefits, which is cetesnt with our treatment of income or loss from OuU8. operations. (See "Income Taxes" nc
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Employee Benefit Plans
We have employee retirement plans at our U.S. mtedriational sites. Details of the more significalans are discussed as follows:

Employee Savings Plan for U.S. Employees

We have 401(K) retirement plans ("RAM Plans") ungéich U.S. employees may contribute up to 75%hefrteligible pay (subject to IRS
annual contribution limits) to various savings aigives, none of which include direct investmenbdiir common stock. In 2011 we reinstated
our match under the RAM Plans after being suspemd2809 . We match in cash eligible contributidrmsn employees up to 5% of the
employee's annual eligible earnings. Prior to thepension of our match in 2009, we matched in eéigible contributions from employees ug
4% of the employee’s annual eligible earnings q08Q , whichever was greater. Contribution expdaséhe RAM Plans was $26 million and
$16 million in 2011 and 2009 , respectively.

Retirement Plans

We have pension plans in various countries worléwidihe pension plans are only available to loogleyees and are generally
government mandated. We have determined that ffegsgion plans are not material for separate discto

Other Operating (Income) Expense, Net

Other operating (income) expense consisted ofdhaWing:

2011 2010 2009

Samsung patent cross-license agreement $ 275) $ —  $ —
Gain from disposition of Japan Fab (54) — —
Restructure (21) (1Q) 70
(Gain) loss on disposition of property, plant andipment a7 (D) 54
(Gain) loss from changes in currency exchange rates 6 23 30
Goodwill impairment — — 58
Other (29 (39 23

$ (380) % 27 $ 23E

In the first quarter of 2011, we entered into ay&@s patent cross-license agreement with Samswewr&hics Co. Ltd. ("Samsung"). Other
operating income for 2011 included gains of $27Bioni for cash received from Samsung under theement. The license is a life-of-patents
license for existing patents and applications, ai@-year term license for all other patents.

Other operating income in 2011 included $8 millfonreceipts from the U.S. government in connectigth anti-dumping tariffs. Other
operating income in 2010 included $ 24 million odugt income related to our operations in China®Ad@ million of receipts from the U.S.
government in connection with anti-dumping tariffs.

In the second quarter of 2009, our imaging openatithe primary component of All Other segment)ezignced a severe decline in sales,
margins and profitability due to a significant deelin demand as a result of the downturn in gl@eanomic conditions. The drop in market
demand resulted in significant declines in aversgling prices and unit sales. Due to these makdteconomic conditions, our imaging
operations experienced a significant decline inkatavalue. Accordingly, in the second quarter dd20we performed an assessment of our
imaging operations goodwill for impairment. Baseutbis assessment, we wrote off all of the $58iamilbf goodwill associated with our
imaging operations as of March 5, 2009.
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In response to a severe downturn in the semiconduatmory industry and global economic conditioms,initiated a restructure plan in
2009. In the first quarter of 2009, IM Flash, ooinj venture and Intel, terminated an agreemenbtain NAND Flash memory supply from our
Boise facility. In connection therewith, Intel paid $208 million in 2009. In addition, we phased @lremaining 200mm DRAM wafer
manufacturing operations in Boise, Idaho in thesddalf of 2009. As a result of these restrucplams, we reduced employment in 2009 by

approximately 4,600 employees, or approximately 28%c0f September 2, 2010, all amounts relateti¢éar¢structure plan initiated in 2009 had
been paid.

Other Non-Operating Income (Expense), Net

Other non-operating income (expense), net for 2bclyded $113 million for losses recognized inmection with the Exchange
Transaction, the Partial Repurchase of the 2014$Nand the Partial Repurchase of the 2013 Notes."(3ebt" note.) Other non-operating
income (expense), net for 2010, included $56 nmlldd gain recognized in connection with Inoteralte ©f common shares in a public offering.
(See "Equity Method Investments — Inotera and MdDRAM joint ventures with Nanya" note.)

Income Taxes

Income (loss) before taxes, net (income) losshattaible to noncontrolling interests and equity é income (loss) of equity method
investees and income tax (provision) benefit caedisf the following:

2011 2010 2009
Income (loss) before taxes, net (income) losshattaible to noncontrolling interests and
equity in net income (loss) of equity method ineest
Foreign $ 294 $ 537 $ (427)
u.s. 257 1,38 (1,42%)
$ 551 $ 1,92C $ (1,852)
Income tax (provision) benefit:
Current:
Foreign $ 89 $ 24) $ 12
State Q) 4 —
U.S. federal — 66 12
(90) 38 —
Deferred:
Foreign (113 (14) D
U.S. federal — (5) —
(119 19) 1)
Income tax (provision) benefit $ (209 $ 18 % 1)

74




Income tax (provision) benefit computed using th&.Jederal statutory rate reconciled to income(agvision) benefit was as follows:

2011 2010 2009

U.S. federal income tax (provision) benefit at @ity rate $ 199 $ (672) $ 648
Foreign operations (119) 13t (13%)
Debt repurchase premium (20) — —
State taxes, net of federal benefit (5) (22) 39
Change in valuation allowance 103 424 (572)
Tax credits 17 3 18
Gain on acquisition of Numonyx — 158 —
Other 14 2 1

Income tax (provision) benefit $ (209 $ 19§ (1)

State taxes reflect tax credits of $10 million ,iiflion and $7 million for 2011, 2010 and 2009 pectively.

Deferred income taxes reflect the net tax effe€temporary differences between the bases of aasdtsiabilities for financial reporting a
income tax purposes. Deferred tax assets anditiiediconsist of the following as of the end oé theriods shown below:

2011 2010
Deferred tax assets:
Net operating loss and credit carryforwards $ 1581 $ 1,33¢
Inventories 15¢ 354
Accrued salaries, wages and benefits 99 124
Deferred income 55 92
Basis differences in investments in joint ventures 21 71
Property, plant and equipment — 36
Other 50 55
Gross deferred tax assets 1,96t 2,06¢
Less valuation allowance (1,44¢) (1,62%)
Deferred tax assets, net of valuation allowance 51¢ 441
Deferred tax liabilities:
Debt discount (13¢) (92
Unremitted earnings on certain subsidiaries (117 (97
Property, plant and equipment (207) —
Product and process technology (50) (45)
Intangible assets (24) (33
Other (13) (6)
Deferred tax liabilities (449 273
Net deferred tax assets $ 70 $ 16€
Reported as:
Current deferred tax assets (included in othereturassets) $ 26 % 39
Noncurrent deferred tax assets (included in otbecuorrent assets) 60 14k
Noncurrent deferred tax liabilities (included ifet noncurrent liabilities) (16) (1€)
Net deferred tax assets $ 70 % 16¢
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We have a valuation allowance against substant@diliy.S. net deferred tax assets. As of Septerhp2011, our federal, state and foreign
net operating loss carryforwards were $2.9 hilli&2 billion and $529 million , respectively. lbnutilized, substantially all of our federal and
state net operating loss carryforwards will exjir@022 to 2031 and the foreign net operating t@syforwards will begin to expire in 2015.
of September 1, 2011, our federal and state taditararryforwards were $206 million and $215 mifliprespectively. If not utilized,
substantially all of our federal and state tax itrearryforwards will expire in 2013 to 2031. Agansequence of prior business acquisitions,
utilization of the tax benefits for some of the tatryforwards is subject to limitations imposed3sction 382 of the Internal Revenue Code and
some portion or all of these carryforwards mayb®available to offset any future taxable income.

The changes in valuation allowance of $(181) millamd $(379) million in 2011 and 2010, respectivalg primarily due to utilization of
U.S. net operating losses and certain tax crediyfmawards. The decrease in the valuation allovesin 2010 was offset with an increase in the
valuation allowance of $64 million related to deéet tax assets of Numonyx consisting primarily ef operating losses in foreign jurisdictions.

Provision has been made for deferred taxes on witdited earnings of non-U.S. subsidiaries to tkter that dividend payments from such
companies are expected to result in additionaliédmity. Remaining undistributed earnings of $6Million as of September 1, 2011 have been
indefinitely reinvested; therefore, no provisiorsheeen made for taxes due upon remittance of gesengs. Determination of the amount of
unrecognized deferred tax liability on these unttediearnings is not practicable.

Below is a reconciliation of the beginning and exgdamount of unrecognized tax benefits:

2011 2010 2009
Beginning unrecognized tax benefits $ 88 $ 1 $ 1
Increases related to tax positions taken duringeotiyear 28 11 —
Foreign currency translation increases (decredsdax positions 6 — —
Increases related to tax positions from prior years 4 14 —
Decreases related to tax positions from prior years 3 — —
Settlements with tax authorities 2 D —
Unrecognized tax benefits acquired in current year — 63 —
Expiration of foreign statutes of limitations — — D
Other — — 1
Ending unrecognized tax benefits $ 121 $ 88 § 1

Included in the unrecognized tax benefits balascef September 1, 2011, September 2, 2010 andr8kete3, 2009 were $113 million ,
$87 million , and $1 million , respectively, of wmognized income tax benefits, which if recognizeolld affect our effective tax rate. In
connection with the acquisition of Numonyx in fis@810, we accrued a $66 million liability relateduncertain tax positions on the tax years of
Numonyx open to examination. We recorded an indfication asset for a significant portion of thageecognized income tax benefits rela
to uncertain tax positions. We recognize interest genalties related to income tax matters withagoime tax expense. As of September 1, 2011
and September 2, 2010, accrued interest and penadfiated to uncertain tax positions was $16 oniland $6 million .

We are unable to reasonably estimate possibledaseseor decreases in uncertain tax positions tagtawcur within the next 12 months due
to the uncertainty of the timing of the resolutanmd/or closure on audits. However, we do not g@te any such change would be material.

We currently operate in several tax jurisdictiorteene we have arrangements that allow us to conquutéax provision at rates below the
local statutory rates that expire in whole or imt @ various dates through 2026. These arrangenbemefitted our tax provision in 2011 and
2010 by approximately $72 million (approximately.&D per diluted share) and approximately $69 mmili@pproximately $0.07 per diluted
share), respectively.
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We and our subsidiaries file income tax returnilie United States federal government, various &te8es and various foreign
jurisdictions throughout the world. Our U.S. fealeand state tax returns remain open to examin&ioR006 through 2011. In addition, t
years open to examination in multiple foreign taxjarisdictions range from 2004 to 2011. We angently under examination in various taxi
jurisdictions in which we conduct business opersioNe believe that adequate amounts of taxesedatdd interest and penalties have k
provided for, and any adjustments as a result@Ettaminations are not expected to adversely impactinancial condition.

Earnings Per Share

2011 2010 2009

Net income (loss) available to Micron shareholdeBasic $ 167 $ 1,85 $ (1,882)
Net effect of assumed conversion of debt — 93 —
Net income (loss) available to Micron shareholdeBiluted $ 167 $ 1,94: $ (1,887
Weighted-average common shares outstanding — Basic 988.( 887.t 800.7%
Net effect of dilutive equity awards, escrow shard assumed conversion of debt 19.5 163.2 —
Weighted-average common shares outstanding — Bilute 1,007.t 1,050. 800.7
Earnings (loss) per share:

Basic $ 017 $ 2.0¢ % (2.35)

Diluted 0.17 1.8¢ (2.35

On May 7, 2010, in connection with the acquisitirNumonyx, we issued 137.7 million shares of cammon stock and issued 4.8 million
restricted stock units. Of the common stock iss@ddnillion shares were held in escrow as par@alsity for Numonyx shareholders indemnity
obligations. During 2011, the Numonyx shareholdsid all of the 21 million shares in escrow. Tharsgls held in escrow were included in
diluted earnings per share but were excluded fragicbearnings per share. (See "Numonyx" note.)

Listed below are the potential common shares, déiseoénd of the periods shown, that could dilutgidaarnings per share in the future that
were not included in the computation of dilutednéags per share because to do so would have béliidive:

2011 2010 2009
Employee stock plans 81.2 92.2 126.C
Convertible notes 182.7 — 142.¢

O ur 2027 Notes and 2031 Notes contain terms thabamersion require us to settle the aggregate ipahamount of the notes in cash and
the remainder of our conversion obligation amoargither shares of our common stock or cash, aéleation. As a result of these terms, the
88.7 million underlying shares for these conveetibbtes as of September 1, 2011 are consideralliiacddearnings per share under the treasury
stock method. (See "Debt" note.)

Consolidated Variable Interest Entities

NAND Flash Joint Ventures with Intel ("IM Flash")

We have two joint ventures with Intel: IMFT, formad2006 and IMFS, formed in 2007, to manufactufeNiD Flash memory products for
the exclusive benefit of the partners. IMFT and B/A&re each governed by a Board of Managers, thdéewuaof which adjusts depending on the
parties' respective ownership interests. We ara initially appointed an equal number of manadgersach of the boards. These joint venture
arrangements extend through 2016 but are subjgetdotermination under certain terms and condiidMFT and IMFS are aggregated as IM
Flash in the following disclosure due to
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the similarity of their function, operations ane twvay our management reviews the results of thggrations. The partners' ownership
percentages are based on contributions to thegrahip. As of September 1, 2011, we owned 51% ared dwned 49% of IMFT and we owned
86% and Intel owned 14% of IMFS. In September 2@libsequent to the end of our 2011, we contrib®1&38 million and Intel contributed
$131 million to IMFS, decreasing our ownership iat# in IMFS to 82% .

Although our ownership interest in IMFS changethattime we make contributions, our share of therafing costs and supply from IMFS
adjusts in proportion to changes in our ownershigra either 12 months or 8 months (depending osttitas of IMFS' production ramp) from
the date of the applicable ownership change. Aéoghg, we anticipate that our share of IMFS costd aupply will increase from 57% as of
September 1, 2011 to our current ownership inténedtiFS over 2012. Changes in IMFS ownership ies¢s do not affect our NAND Flash
R&D cost-sharing agreement with Intel.

The following table presents IM Flash's distribnsdo and contributions from its shareholders:

For the year ended 2011 2010 2009
IM Flash distributions to Micron $ 234 % 27¢ % 723
IM Flash distributions to Intel 22t 267 69t
Micron contributions to IM Flash 1,58( 12¢ 25
Intel contributions to IM Flash — 38 24

IM Flash sells products to the joint venture partrgenerally in proportion to their ownership ietss at long-term negotiated prices
approximating cost. IM Flash sales to Intel wei@38 million , $ 764 million and $ 886 million fo021, 2010 and 2009, respectively. As of
September 1, 2011 and September 2, 2010 , IM Fadheceivables of $ 165 million and $ 128 milliaespectively, from sales of product to
Intel.

Total IM Flash assets and liabilities included ur consolidated balance sheets were as follows:

September 1, September 2,

As of 2011 2010
Assets
Cash and equivalents $ 327 % 24¢€
Receivables 252 154
Inventories 227 16C
Other current assets 11 8
Total current assets 817 56¢
Property, plant and equipment, net 4,121 2,89¢
Other noncurrent assets 66 57
Total assets $ 5,00/ % 3,51¢
Liabilities
Accounts payable and accrued expenses $ 45¢  $ 14C
Deferred income 12t 127
Equipment purchase contracts 37 8
Current portion of long-term debt 8 7
Total current liabilities 62€ 282
Long-term debt 58 62
Other noncurrent liabilities 4 4
Total liabilities $ 69C  $ 34¢

Amounts exclude intercompany balances that areirdited in our consolidated balance she:
Our ability to access IM Flash's cash and marketabhlestment securities to finance our other opmratis subject to agreement by the joint

venture partners. The creditors of each IM Flagityehave recourse only to the assets of eachefdspective IM Flash entities and do not t
recourse to any other of our assets.
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IM Flash manufactures NAND Flash memory productagigesigns and technology we develop with Inte §énerally share product
design and other NAND Flash research and develop(fie&D") costs equally with Intel. As a result, R&expenses were reduced by
reimbursements from Intel of $ 95 million , $ 104limn and $ 107 million for 2011 , 2010 and 200&spectively.

MP Mask Technology Center, LLC ("MP Mask")

In 2006, we formed a joint venture with Photrortizproduce photomasks for leading-edge and advameerheneration
semiconductors. At inception and through Septerib@011 , we owned 50.01% and Photronics owne@d48.of MP Mask. In connection
with the formation of the joint venture, we recaivi& 72 million in 2006 in exchange for enteringoimatlicense agreement with Photronics, which
is being recognized over the term of the 10-yeaee@ment. As of September 1, 2011 , deferred incamaeother noncurrent liabilities included
an aggregate of $ 34 million related to this agresimin 2011, Photronics contributed $ 8 milliodame contributed $ 9 million to MP Mask.
MP mask made distributions to both us and Photsooic 10 million each in 2009. We purchase a suttistl majority of the reticles produced
by MP Mask pursuant to a supply arrangement.

Total MP Mask assets and liabilities included im consolidated balance sheets were as follows:

September 1, September 2,

As of 2011 2010

Current assets $ 24 % 35
Noncurrent assets (primarily property, plant andigapent) 143 85
Current liabilities 31 6

Amounts exclude intercompany balances that areirdited in our consolidated balance she
The creditors of MP Mask have recourse only toatbsets of MP Mask and do not have recourse to ey of our assets.

In May 2009, we leased to Photronics a facilitptoduce photomasks under an operating lease. €Bise provided for quarterly lease
payments aggregating $41 million through October420 During 2011 and 2010, we received $8 milkmd $7 million , respectively, in lease
payments from Photronics. As of September 1, 201l September 2, 2010 , the carrying value offéttity was $44 million and $47 million ,
respectively.

TECH Semiconductor Singapore Pte. Ltd.

Since 1998, we had participated in TECH Semicorausingapore Pte. Ltd. ("TECH"), a semiconductommugy manufacturing joint
venture in Singapore with Canon Inc. ("Canon") &levlett-Packard Singapore (Private) Limited ("HPI). December 2010 and January 2011,
we acquired HP's and Canon's interests, respegtivefwo separate transactions for an aggrega$i 69 million . In connection therewith,
noncontrolling interests in subsidiaries decredsefi226 million and additional capital increasedfsy million . As a result of these
transactions, our ownership interest in TECH insegladuring 2011 from 87% to 100% .

In 2010, we purchased shares of TECH for $80 mnillivhich increased our ownership from 85% to &9 increased additional capital
$10 million . The effects of changes in our owh@ssnterest in TECH on total Micron shareholdeguity were as follows:

For the year ended 2011 2010
Net income attributable to Micron $ 167 $ 1,85(
Transfers from noncontrolling interest that inceshadditional capital:

Acquisition of noncontrolling interests in TECH 67 10
Change from net income attributable to Micron amadsfers from noncontrolling interests $ 234§ 1,86(

79




Segment Information

In the second quarter of 2011, we reorganized asiniess to better align with the markets we seAeprior period amounts have been
retrospectively adjusted to reflect this reorgatiima Factors used to identify our segments inejmong others, products, technologies and
customers. Segment information reported heretomsistent with how it is reviewed and evaluateabychief operating decision
makers. After our reorganization, we have theofeihg four reportable segments:

DRAM Solutions Group (" DSG"): Includes DRAM products sold to the PC, consumertadaics, networking and server markets.

NAND Solutions Group (" NSG"): Includes high-volume NAND Flash products sold id&da storage, personal music players, and the
high-density computing markets, as well as NANDsRlaroducts sold to Intel through our consoliddMdFlash joint ventures.

Wireless Solutions Group (" WSG"): Includes DRAM, NAND Flash and NOR Flash produats]uding multi-chip packages, sold to
the mobile device market.

Embedded Solutions Group (" ESG"): Includes DRAM, NAND Flash and NOR Flash productisl $nto automotive and industrial
applications, as well as NOR and NAND flash solddasumer electronics, networking, PC and servekets.

Our other operations do not meet the quantitativesholds of a reportable segment and are reponger All Other. All Other includes ol
CMOS image sensor, LED, microdisplay and solar aijans.

For 2011, certain operating expenses directly astmtwith the activities of a specific reportabégment are charged to that
segment. Other indirect operating expenses (inf@meegenerally allocated to the reportable segsieased on their respective percentage of
total net sales, cost of goods sold or forecasemafoduction. Prior to 2011, operating expenseevallocated to the reportable segments basec
on their respective percentage of total cost ofdgamold, as certain historical forecast data waswailable.

We do not identify or report internally our assaetsapital expenditures by segment, nor do we atbbgains and losses from equity method
investments, interest, other non-operating incomexpense items or taxes to operating segmentsreTdre no differences in the accounting
policies for segment reporting and our consolidaig=allts of operations.

2011 2010 2009
Net sales:
DSG $ 3,20 $ 4,63t $ 2,10C
NSG 2,19¢ 2,11z 1,747
WSG 1,95¢ T7¢E 247
ESG 1,00z 521 17€
All Other 42¢ 432 531
$ 8,78t $ 8,48: % 4,80:
Operating income (loss):
DSG $ 29C $ 1,26¢ $ (902
NSG 26¢ 24C (573
WSG 20 (29) (63)
ESG 237 152 37
All Other (61) (49 avs)
$ 75 $ 1,58¢ $ (1,67¢)
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Depreciation and amortization expense was as fallow

2011 2010 2009
DSG $ 75C % 947 $ 97¢
NSG 513 53C 78C
WSG 512 212 1032
ESG 19€ 97 47
All Other 13C 14C 20E
Depreciation and amortization expense includedoerating income (loss) 2,101 1,92¢ 2,11¢
Other amortization 61 79 72
Total depreciation and amortization expense $ 2,16z $ 2,00 §$ 2,18¢

Product Sales
Product sales were as follows:

2011 2010 2009
DRAM $ 3,62C $ 5,05 $ 2,422
NAND Flash 3,19: 2,55¢ 1,857
NOR Flash 1,547 451 —
Other 42¢ 424 524
$ 8,78t $ 8,48 $ 4,80:

Certain Concentrations

Market concentrations from 2011 net sales wereamately as follows: computing (including deski®g@s, servers, notebooks and
workstations), 30% ; mobile, 25% ; consumer eletdt®, 15% ; and networking and storage, 15% . Mac&acentrations from 2010 net sales
were approximately 45% computing and for 2009 a&tsswere approximately 30% computing. Customecenimations for 2011 net sales were
approximately 10% with Intel, for 2010 net salegav&3% with HP and for 2009 net sales were 20% imitdl. Substantially all of our sales to
Intel in 2011 and 2009 were included in the NSG ARG segments and substantially all of our salé$Rtan 2010 were included in the DSG
segment.

Certain of the raw materials and production equiptmee use in manufacturing semiconductor produesagailable from multiple sources
and in sufficient supply; however, only a limitedmber of suppliers are capable of delivering cantaiv materials that meet our standards. In
some cases, materials are provided by a singldisupp

Financial instruments that potentially subjectawsdncentrations of credit risk consist principalfycash, money market accounts,
certificates of deposit and trade receivables. Bvest through high-credit-quality financial institins and, by policy, generally limit the
concentration of credit exposure by restrictingeistynents with any single obligor. A concentratiberedit risk may exist with respect to
receivables as a substantial portion of our custsraee affiliated with the computing industry. Werform ongoing credit evaluations of
customers worldwide and generally do not requilataral from our customers. Historically, we hawa experienced significant losses on
receivables. The 2011 Capped Calls, 2009 Cappdd &al 2007 Capped Calls expose us to creditoishe extent that the counter parties may
be unable to meet the terms of the agreement. \Bleteamitigate such risk by limiting our counterries to major financial institutions and by
spreading the risk across several major finanogtitutions. In addition, the potential risk of $omith any one counter party resulting from this
type of credit risk is monitored on an ongoing bagtee "Shareholders' Equity - Capped Call Traise note.)
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Geographic Information

Geographic net sales based on customer ship-ttidacaere as follows:

2011 2010 2009
China $ 2,98: $ 3292 % 1,247
Asia Pacific (excluding China, Taiwan and Malaysia) 1,51¢ 1,09( 99C
United States 1,367 1,40z 92¢
Europe 924 777 47C
Taiwan 744 711 447
Malaysia 737 817 542
Other 51¢ 39C 184
$ 8,78t $ 8,48. % 4,80:

Net property, plant and equipment by geographie arere as follows:

2011 2010 2009
Singapore $ 3,66¢ $ 2,161 $ 2,06¢
United States 3,481 3,92¢ 4,67¢
Italy 19C 172 18C
China 17¢ 90 48
Israel 94 111 —
Japan 1 81 112
Other 35 60 4
$ 7,558 % 6,601 $ 7,08¢
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Quarterly Financial Information (Unaudited)
(in millions except per share amounts)

Fourth Second

2011 Quarter Third Quarter Quarter First Quarter
Net sales $ 2,14C $ 2,13¢ $ 2251 $ 2,25
Gross margin 321 47¢ 43t 524
Operating income (loss) (51) 237 17¢ 39C
Net income (loss) (139 77 75 172
Net income (loss) attributable to Micron (135) 75 72 15E
Earnings (loss) per share:

Basic $ (0.19 $ 0.07 $ 0.07 $ 0.1€
Diluted (0.19 0.07 0.07 0.1t

The results of operations for the third quarte2@f1 included a gain of $54 million in connectioithithe sale of the Japan Fab. In addition,
we recorded a tax provision of $74 million relatedhe gain on the sale and to write down certaiieided tax assets associated with the Japan
Fab.

The results of operations for the first, second thirdl quarters of 2011 included license revenet ofi tax,of $167 million , $33 million and
$30 million , respectively, for a life-of-patentsdnse for existing patents and applications, ah@-gear term license for all other patents, from
Samsung Electronics, Ltd.

The results of operations in the first quarter @12 included a loss of $113 million for a debt ngsture transaction.

Fourth Second

2010 Quarter Third Quarter Quarter First Quarter
Net sales $ 2,49 3 2,28t 3 1,961 $ 1,74C
Gross margin 781 84¢ 64z 443
Operating income 433 54C 41F 201
Net income 35¢ 96(C 37¢ 202
Net income attributable to Micron 342 93¢ 36& 204
Earnings per share:

Basic $ 0.3t $ 1.06 $ 04: $ 0.24
Diluted 0.32 0.9z 0.3¢ 0.2

The results of operations for the third quarte2@10 included a gain of $437 millidar the acquisition of Numonyx. (See "Numonyx" n§
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders
of Micron Technology, Inc.

In our opinion, the consolidated financial statetadisted in the accompanying index appearing uitéen 8 present fairly, in all material
respects, the financial position of Micron Techmylpinc. and its subsidiaries at September 1, 20lSeptember 2, 2010, and the results of
their operations and their cash flows for eacthefthree years in the period ended September 1, iBQdonformity with accounting principles
generally accepted in the United States of Ametitaddition, in our opinion, the financial stateamechedule listed in the accompanying index
under Item 8 presents fairly, in all material retpethe information set forth therein when readanjunction with the related consolidated
financial statements. Also in our opinion, the Camp maintained, in all material respects, effectinternal control over financial reporting as
September 1, 2011, based on criteria establishbddémal Control - Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg& Tbmpany's management is responsible for theardial statements and financial
statement schedule, for maintaining effective imicontrol over financial reporting and for itsassment of the effectiveness of internal col
over financial reporting, included in ManagemeRt&port on Internal Control over Financial Reportagpearing under Item 9A. Our
responsibility is to express opinions on theserfaial statements, on the financial statement sdeedad on the Company's internal control over
financial reporting based on our integrated autlite.conducted our audits in accordance with thedstals of the Public Company Accounting
Oversight Board (United States). Those standamisine that we plan and perform the audits to obta&sonable assurance about whether the
financial statements are free of material misstatgrand whether effective internal control ovegfinial reporting was maintained in all mate
respects. Our audits of the financial statemerdisidted examining, on a test basis, evidence suipgdtie amounts and disclosures in the
financial statements, assessing the accountingiptas used and significant estimates made by nmemnagt, and evaluating the overall financial
statement presentation. Our audit of internal admver financial reporting included obtaining amderstanding of internal control over financial
reporting, assessing the risk that a material wes&exists, and testing and evaluating the desidroperating effectiveness of internal control
based on the assessed risk. Our audits also irtjugiforming such other procedures as we consideredssary in the circumstances. We
believe that our audits provide a reasonable Basisur opinions.

A company's internal control over financial repogtis a process designed to provide reasonablessssuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegeinerally accepted accounting principles.
A company's internal control over financial repogtincludes those policies and procedures thaefifain to the maintenance of records that, in
reasonable detail, accurately and fairly refleetttlansactions and dispositions of the assetseaédimpany; (ii) provide reasonable assurance
transactions are recorded as necessary to perapagtion of financial statements in accordanch génerally accepted accounting principles,
and that receipts and expenditures of the compenpeing made only in accordance with authorizatioihmanagement and directors of the
company; and (iii) provide reasonable assurancardigg prevention or timely detection of unauthedzacquisition, use, or disposition of the
company's assets that could have a material affetite financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgext to the risk that controls may become inadégbecause of changes in conditions, or that
the degree of compliance with the policies or pdures may deteriorate.

/sl PricewaterhouseCoopers LLP

San Jose, CA
October 25, 2011
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

An evaluation was carried out under the supervigioth with the participation of our management,udaig our principal executive officer
and principal financial officer, of the effectivesseof the design and operation of our disclosurdrots and procedures (as defined in Rule 13a-
15(e) and 15d:5(e) under the Securities Exchange Act of 1934false end of the period covered by this rep&&sed upon that evaluation,
principal executive officer and principal financ@ficer concluded that those disclosure controld procedures were effective to ensure that
information required to be disclosed by us in tgorts that we file or submit under the Exchangeake recorded, processed, summarized and
reported, within the time periods specified in @@mmission's rules and forms and that such infdonas accumulated and communicated to
our management, including the principal executiffieer and principal financial officer, to allowntiely decision regarding disclosure.

During the fourth quarter of 2011, there were nanges in our internal control over financial repaytthat have materially affected, or are
reasonably likely to materially affect, our intereantrol over financial reporting.

Management’s Report on Internal Control over Finangal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gaorting. Internal control over
financial reporting is a process designed to prevahsonable assurance regarding the reliabilifynahcial reporting and the preparation of
financial statements for external purposes in atauce with accounting principles generally accepidtie United States of America. Our
internal control over financial reporting includb®se policies and procedures that (i) pertaim¢omaintenance of records that in reasonable
detail accurately reflect the transactions andatigjfons of our assets; (ii) provide reasonablei@sge that transactions are recorded as nec
to permit preparation of financial statements inocadance with generally accepted accounting priesjmnd that our receipts and expenditures
are being made only in accordance with authorimatf our management and directors; and (iii) ptevieasonable assurance regarding
prevention or timely detection of unauthorized asigion, use or disposition of our assets that ddwdve a material effect on our financial
statements.

Internal control over financial reporting cannotyide absolute assurance regarding the preventidetection of misstatements because of
inherent limitations. These inherent limitatiome &nown by management and considered in the desiguar internal control over financial
reporting which reduce, though not eliminate, tig&.

Management conducted an evaluation of the effentiss of our internal control over financial repagtbased on the framework in "Internal
Control — Integrated Framework" issued by the Cottamiof Sponsoring Organizations of the Treadwasn@dssion. Based on this evaluation,
management concluded that our internal control éimancial reporting was effective as of Septemhe2011. The effectiveness of our internal
control over financial reporting as of Septembe211 has been audited by PricewaterhouseCoopdtsdriindependent registered public
accounting firm, as stated in their report, whislnicluded in Part Il, Item 8, of this Form 10-K.

ITEM 9B. OTHER INFORMATION

None.

PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
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ITEM 11. EXECUTIVE COMPENSATION

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR
INDEPENDENCE

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Certain information concerning our executive offices included under the caption, "Directors anédtrive Officers of the Registrant,” in

Part I, Item 1 of this report. Other informatie@yuired by Items 10, 11, 12, 13 and 14 will be aomd in our Proxy Statement which will be
filed with the Securities and Exchange Commissidathiw 120 days after September 1, 2011 and is pm@ted herein by reference.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The following documents are filed as part of tiepaort:

1. Financial Statement: See Index to Consolidatedr€ial Statements under Item 8.

2. Certain Financial Statement Schedules have beetieghsince they are either not required, not applie or the information is otherwi
included.

3. Exhibits.

Description of Exhibits
Underwriting Agreement dated as of May 17, 2007abg between Micron Technology, Inc. and Morgam@ia& Co.

1.1 Incorporated, as representative of the underwr{tBrs
Note Underwriting Agreement, dated as of April 802, by and among Micron Technology, Inc. and Mar§tanley & Co.
1.2 Incorporated and Goldman, Sachs & Co., as repratess of the underwriters (2)
Common Stock Underwriting Agreement, dated as ail&p 2009, by and among Micron Technology, Ineda&organ Stanley ¢
1.3 Co. Incorporated and Goldman, Sachs & Co., as septatives of the underwriters (2)
3.1 Restated Certificate of Incorporation of tregRtrant (3)
3.2 Bylaws of the Registrant, as amended (4)
4.1 Indenture, dated November 3, 2010, by and éatwicron Technology, Inc. and Wells Fargo Banétidhal Association (5)

Indenture dated as of May 23, 2007, by and betWieron Technology, Inc. and Wells Fargo Bank, Na@ibAssociation, as
4.6 trustee (1)

4.7 Convertible Senior Indenture between the Compand Wells Fargo Bank, National Association, dats of April 15, 2009 (6)
4.8 Form of 4.25% Convertible Senior Note due Octol&er2D13 (6)

Indenture, dated July 26, 2011, by and betweendvidrechnology, Inc. and U.S. Bank National Assdaigtas Trustee for 1.50%
4.9 Convertible Senior Notes due 2031 (7)

Indenture, dated July 26, 2011, by and betweendviidrechnology, Inc. and U.S. Bank National Assadomtas Trustee for
4.10 1.875% Convertible Senior Notes due 2031 (7)

10.1 Executive Officer Performance Incentive PEmAmended (8)
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10.3
10.4
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
10.13
10.14
10.15

10.20*

10.21*
10.22*

10.23*
10.24*

10.25*
10.26*
10.27
10.28
10.29
10.36*

10.38*
10.40*
10.41*
10.42*
10.43*
10.44*

10.45
10.46
10.47
10.48
10.49
10.50
10.51*

10.52*

1994 Stock Option Plan, as Amended (8)

1994 Stock Option Plan Form of Agreement Beiins and Conditions (9)
1997 Nonstatutory Stock Option Plan, as Amended (8)

1998 Non-Employee Director Stock IncentiverRhs Amended (8)

1998 Nonstatutory Stock Option Plan, as Amended (8)

2001 Stock Option Plan, as Amended (8)

2001 Stock Option Plan Form of Agreement (10)

2002 Employment Inducement Stock Option RiarAmended (8)

2004 Equity Incentive Plan, as Amended (11)

2004 Equity Incentive Plan Forms of Agreenagrd Terms and Conditions (9)
Nonstatutory Stock Option Plan, as Amended (8)

Nonstatutory Stock Option Plan Form of Agneat and Terms and Conditions (9)
Lexar Media, Inc. 2000 Equity Incentive Plan, aseXued (8)

Settlement and Release Agreement dated Septemp200&, by and among Toshiba Corporation, Microahf®logy, Inc. and
Acclaim Innovations, LLC (12)

Patent License Agreement dated September 15, B§Ghd among Toshiba Corporation, Acclaim Innovatjd_LC and Micron
Technology, Inc. (12)

Omnibus Agreement dated as of Februar@@7, between Micron Technology, Inc. and Intelf@oation (13)

Limited Liability Partnership Agreement dated ad=ebruary 27, 2007, between Micron Semiconductéa Rée. Ltd. and Intel
Technology Asia Pte. Ltd. (13)

Supply Agreement dated as of February 27, 200Wdmat Micron Semiconductor Asia Pte. Ltd. and IMskI&ingapore, LLP (1.

Amended and Restated Limited Liability Company @gieg Agreement of IM Flash Technologies, LLC daasdf February 27,
2007, between Micron Technology, Inc. and Intelgoation (13)

Supply Agreement dated as of February R072between Intel Technology Asia Pte. Ltd. andAlsish Singapore, LLP (13)
Form of Indemnification Agreement between the Regig and its officers and directors (14)

Form of Severance Agreement between the @oyngnd its officers (15)

Form of Agreement and Amendment to Severance Ageaebetween the Company and its officers (16)

Master Agreement dated as of November @852between Micron Technology, Inc. and Intel @ogtion (17)

Manufacturing Services Agreement dated as of Jgre2006, between Micron Technology, Inc. and Ish Technologies,
LLC (17)

MTV Lease Agreement dated as of JanuaB066, between Micron Technology, Inc. and IM Flasichnologies, LLC (17)
Product Designs Assignment Agreement dated Jar@j&906, between Intel Corporation and Micron Tedbgy, Inc. (17)
NAND Flash Supply Agreement, effective &danuary 6, 2006, between Apple Computer, Inc.Mimlon Technology, Inc. (17)
Supply Agreement dated as of January 6, 2006, leetwicron Technology, Inc. and IM Flash Technolagiel.C (17)

Supply Agreement dated as of January 66206tween Intel Corporation and IM Flash TechnigegLLC (17)

Capped Call Confirmation (Reference No. CEODL6}xhg between Micron Technology, Inc. and Morgan [8ia& Co.
International plc (1)

Capped Call Confirmation (Reference No. B828) by and between Micron Technology, Inc. angd@rSuisse International (1)
Capped Call confirmation (Reference No. 532288%5ard between Micron Technology, Inc. and Credis&eiInternational (1)
2007 Equity Incentive Plan, as Amended (18)

2007 Equity Incentive Plan Forms of Agreement (19)

Severance Agreement dated April 9, 2008ydst Micron Technology, Inc. and Ronald C. Fos2é) (

Master Agreement, dated as of April 21, 2008, by between Nanya Technology Corporation and Micreahhology, Inc. (21)

Joint Venture Agreement, dated as of April 21, 2088and between Micron Semiconductor B.V. and Nafigchnology
Corporation (21)
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10.54*

10.55*

10.56*

10.58*

10.60

10.61

10.62
10.63
10.64

10.66*
10.67

10.69

10.70

10.71*

10.72*

10.73*

10.74*

10.75*

10.76*

10.77*

10.78*

10.81

10.82

10.83

10.84

10.85

10.86

10.87*

Joint Development Program Agreement, dated as af 2p, 2008, by and between Nanya Technology Cafien and Micron
Technology, Inc. (21)

Technology Transfer and License Agreement for 68s5@rocess Nodes, dated as of April 21, 2008, iybatween Micron
Technology, Inc. and Nanya Technology Corporatii) (

Technology Transfer and License Agreement, datexf April 21, 2008, by and between Micron Technglomc. and Nanya
Technology Corporation (21)

Technology Transfer Agreement, dated as of May2088, by and among Nanya Technology Corporatiowmydsi Technology,
Inc. and MeiYa Technology Corporation (21)

Micron Guaranty Agreement, dated April 21, 2008 aoyl between Nanya Technology Corporation and Mi&emiconductor
B.V. (21)

TECH Facility Agreement, dated March 31, 2008, agd®&BCH Semiconductor Singapore Pte. Ltd. and ABNrdBank N.V.,
Citibank, N.A., Singapore Branch, Citigroup Globsdrkets Singapore Pte Ltd., DBS Bank Ltd and Owe/Shinese Banking
Corporation Limited, as Original Mandated Lead Agars (21)

Guarantee, dated March 31, 2008, by Micron Techgylnc. as Guarantor in favor of ABN Amro Bank N,.\8ingapore Branch
acting as Security Trustee (21)

Form of Severance Agreement (22)

Lexar Media, Inc. 1996 Stock Option Plan, as Amen@

Loan Agreement, dated November 26, 2008, by anchgriicron Semiconductor B.V., Micron Technology¢lnand Nan Ya
Plastics Corporation (8)

Loan Agreement, dated November 26, 2008, by anddsst Micron Technology, Inc. and Inotera Memorlas, (8)

Micron Guaranty Agreement, dated November 26, 2098licron Technology, Inc. in favor of Nanya Tecdfwgy Corporation
(8

Share Purchase Agreement by and among Micron Témwdnc. as the Buyer Parent, Micron SemiconduBt&/., as the Buyer,
Qimonda Ag as the Seller Parent and Qimonda HolBiMj, as the Seller Sub dated as of October 10828)

Master Agreement, dated November 26, 2008, amormgodiTechnology, Inc., Micron Semiconductor B.Vanya Technology
Corporation, MeiYa Technology Corporation and Imat®lemories, Inc. (8)

Joint Venture Agreement, dated November 26, 200&ni between Micron Semiconductor B.V. and Nangehhology
Corporation (8)

Facilitation Agreement, dated November 26, 2008ahg between Micron Semiconductor B.V., Nanya Tettgy Corporation
and Inotera Memories, Inc. (8)

Supply Agreement, dated November 26, 2008, by amohg Micron Technology, Inc., Nanya Technology Quogtion and Inoter
Memories, Inc. (8)

Amended and Restated Joint Development Programefyggat, dated November 26, 2008, by and betweendaNaaghnology
Corporation and Micron Technology, Inc. (8)

Amended and Restated Technology Transfer and LécAgseement, dated November 26, 2008, by and betWeeron
Technology, Inc. and Nanya Technology Corporati)n (

Technology Transfer Agreement, dated November @68 2by and among Nanya Technology Corporationrdtid echnology,
Inc. and Inotera Memories, Inc. (8)

Technology Transfer Agreement for 68-50nm ProcesdaN, dated October 11, 2008, by and between Mitechnology, Inc.
and Inotera Memories, Inc. (8)

Capped Call Confirmation (Reference No. SDB 163@&®2, dated as of April 8, 2009, by and betweenrbticTechnology, Inc.
and Goldman, Sachs & Co. (2)

Capped Call Confirmation (Reference No. CGPWKG6)edas of April 8, 2009, by and between Micron Trestbgy, Inc. and
Morgan Stanley & Co International plc (2)

Capped Call Confirmation (Reference No. 325758edas of April 8, 2009, by and between Micron Tedbgy, Inc. and
Deutsche Bank AG, London Branch (2)

Amendment Agreement, dated September 25, 200 GHIFacility Agreement, dated March 31, 2008, amde¢H
Semiconductor Singapore Pte. Ltd. And ABN Amro Bahk., Citibank, N.A., Singapore Branch, Citigro@Gobal Markets
Singapore Pte Ltd, DBS Bank Ltd and Oversea-ChiBesiing Corporation Limited, as Original Mandateshd Arrangers (23)

Supplemental Deed, dated September 25, 2009, taGiea, dated March 31, 2008, by Micron Technoldgy, as Guarantor in
favor of ABN Amro Bank N.V., Singapore Branch actias Security Trustee (23)

Loan Agreement dated as of November 25, 2009, dyaamong Micron Semiconductor B.V., Micron Technglpbnc., and Mai
Liao Power Corporation (24)

Amended and Restated Joint Venture Agreement betiéeron Semiconductor, B.V. and Nanya Technologypgoration, dated
January 11, 2010 (25)
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10.88
10.89*

10.90
10.91*

10.92*

10.93
10.94*
10.95
10.96
10.97
10.98
10.99
10.100

10.101
10.102
10.103
21.1
23.1
23.2
31.1
31.2
32.1
32.2

99.1
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

Share Purchase Agreement among Micron Technology, Micron Semiconductor, B.V., Intel Corporatidmtel Technology
Asia Pte Ltd, STMicroelectronics N.V., Redwood Blec S.a.r.l. and PK Flash, LLC, dated February0d,02(25)

Framework Agreement among Micron Technoldgg., STMicroelectronics N.V. and Numonyx B.V ted February 9, 2010 (25)

Stockholder Rights and Restrictions Agreement liyamong Micron Technology, Inc., Intel Corporatitmtel Technology Asia
Pte Ltd, STMicroelectronics N.V., Redwood Blockea.8l. and PK Flash LLC, dated as of May 7, 202&) (

Second Amended and Restated Technology Transfetiaadse Agreement between MTI and Nanya Technoagnp. (NTC)
dated July 2, 2010 (27)

Joint Development Program and Cost Sharing Agreebetween MTI and Nanya Technology Corp. (NTC) dakely 2, 2010
(27)

Equity Transfer Agreement between Numonyx Bnd Hynix dated July 29, 2010 (27)

Guarantee, Charge and Deposit Document between hNpniV. and DBS Bank Ltd. dated August 31, 2010)(2
Employment Agreement between Numonyx B.\d. ldlario Licciardello dated March 30, 2008 (27)

Amendment to Mario Licciardello's Employment Agresthdated March 26, 2009 (27)

Severance Agreement between Numonyx B.VMarib Licciardello dated March 26, 2009 (27)

Amendment to Severance Agreement between NumonlyxaBid Mario Licciardello dated February 9, 201@)(2

Numonyx Holdings B.V. Equity Incentive PIi@8)

Numonyx Holdings B.V. Equity Incentive Plan FornfsAgreement (28)

Purchase Agreement dated July 20, 2011, betweeroMibtechnology, Inc. and Morgan Stanley & Co. LIS, representative of
the initial purchasers (7)

Form of Capped Call Confirmation dated as of JWlyZ011, between the Company and Société Genérale
Form of Capped Call Confirmation datedfaluty 22, 2011

Subsidiaries of the Registrant

Consent of Independent Registered Public éeiog Firm

Consent of Independent Registered Public Accouriing

Rule 13a-14(a) Certification of Chief ExewgatOfficer

Rule 13a-14(a) Certification of Chief Financial ©#r

Certification of Chief Executive Officer Puest to 18 U.S.C. 1350

Certification of Chief Financial Officer Pursuant18 U.S.C. 1350

Financial Statements of Inotera Memories, Inc.fd3ezember 31, 2010 and December 31, 2009 andhfdr ef the three years
ended December 31, 2010.

XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Extension Calculation Linkbase Docuntne
XBRL Taxonomy Extension Definition Linklsa®ocument
XBRL Taxonomy Extension Label Linkbase Document
XBRL Taxonomy Extension Presentation LagébDocument
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1)
@)
3
(4)
®)
(6)
Q)
©)
©)
(10)
(11)
(12)
13)
(14)
(15)
(16)
7
(18)
(19)
(20)
(1)
(22)
(23)
(24)
(25)
(26)
(27)
(28)

Incorporated by reference to Current Report on Féyihdated May 17, 2007

Incorporated by reference to Current Reporform 8-K for the fiscal quarter ended April 8, 200
Incorporated by reference to Quarterly Report omb0-Q for the fiscal quarter ended May 31, 2001
Incorporated by reference to Current Reporform 8-K/A dated April 7, 2011

Incorporated by reference to Current Report on Féiihdated November 3, 2010

Incorporated by reference to Current Reporform 8-K dated April 15, 2009

Incorporated by reference to Current Report on Féihdated July 26, 2011

Incorporated by reference to Quarterly ReparEorm 10-Q for the fiscal quarter ended Decerdh@008
Incorporated by reference to Quarterly Report om+d0-Q for the fiscal quarter ended March 3, 2005
Incorporated by reference to Current ReporEorm 8-K dated April 3, 2005

Incorporated by reference to Quarterly Report om+d0-Q for the fiscal quarter ended March 5, 2009
Incorporated by reference to Quarterly ReparEorm 10-Q for the fiscal quarter ended Novendir2006
Incorporated by reference to Quarterly Report om+d0-Q for the fiscal quarter ended March 1, 2007
Incorporated by reference to Proxy Staterfmmthe 1986 Annual Meeting of Shareholders
Incorporated by reference to Annual Report on FdéaK for the fiscal year ended August 28, 2003
Incorporated by reference to Quarterly ReparForm 10-Q for the fiscal quarter ended Febr2ary1997
Incorporated by reference to Quarterly Report onrFd0-Q for the fiscal quarter ended December 0520
Incorporated by reference to Registratioriedt@nt on Form S-8 (Reg. No. 333-171717)

Incorporated by reference to Registration Stateraprorm S-8 (Registration No. 333-148357)
Incorporated by reference to Current Reporform 8-K dated April 9, 2008

Incorporated by reference to Quarterly Report omFd0-Q for the fiscal quarter ended May 29, 2008
Incorporated by reference to Current Reporform 8-K dated October 26, 2007

Incorporated by reference to Current Report on Fékhdated September 25, 2009

Incorporated by reference to Current Reporform 8-K dated November 25, 2009

Incorporated by reference to Quarterly Report omFd0-Q for the fiscal quarter ended March 4, 2010
Incorporated by reference to Quarterly ReparEorm 10-Q for the fiscal quarter ended Jur030
Incorporated by reference to Annual Report on Fb@iK for the fiscal year ended September 2, 2010
Incorporated by reference to Registratioriedtent on Form S-8 (Reg. No. 333-167536

* Portions of this exhibit have been omitted pursgua a request for confidential treatment filedhwthe Commission.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Reggisthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized, in the City of Boise, State ofidaon the 25th day of October, 2011.

Micron Technology, Inc.
By: /sl Ronald C. Foster

Ronald C. Foster
Vice President of Finance and Chief Financial @ffic

(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities &xgé Act of 1934, this Annual Report has been sigreow by the following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Signature Title Date
/sl Steven R. Appleton Chairman of the Board, October 25, 201
(Steven R. Appleton) Chief Executive Officer

(Principal Executive Officer)

/s/ Ronald C. Foster Vice President of Finance, October 25, 201
(Ronald C. Foster) Chief Financial Officer

(Principal Financial and

Accounting Officer)

Is/ Teruaki Aoki Director October 25, 201
(Teruaki Aoki)

/sl James W. Bagley Director October 25, 201
(James W. Bagley)

/s/ Robert L. Bailey Director October 25, 201
(Robert L. Bailey)

/sl Patrick J. Byrne Director October 25, 201
(Patrick J. Byrne)

/s/ Mercedes Johnson Director October 25, 201
(Mercedes Johnson)

/sl Lawrence N. Mondry Director October 25, 201
(Lawrence N. Mondry)

/s/ Robert E. Switz Director October 25, 201
(Robert E. Switz)
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Allowance for Doubtful Accounts
Year ended September 1, 2011
Year ended September 2, 2010
Year ended September 3, 2009

Deferred Tax Asset Valuation Allowance
Year ended September 1, 2011
Year ended September 2, 2010
Year ended September 3, 2009

MICRON TECHNOLOGY, INC.

SCHEDULE II
VALUATION AND QUALIFYING ACCOUNTS
(in millions)
Charged
Balance at (Credited) to Balance at
Beginning of Business Costs and Deductions/ End of
Year Acquisitions Expenses Write-Offs Year

$ 4 $ — 3 — $ () 3
5 1 — (2) 4
2 — 5 2 5
$ 1,627 $ — $ (102) $ (79 1,44¢
2,00¢ 63 (424 (18 1,627
1,44( — 57z (6) 2,00¢€
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EXHIBIT 10.102

Opening Transactic

To: Micron Technology, Inc.
8000 S. Federal Way
Boise, ldaho 83716-9632

From: Société Générale
1221 Avenue of the Americas
New York, NY 10020

Re: Issuer Capped Share Call Option Transaction
Ref. No:

Date: July 20, 2011

Dear Sir(s):

The purpose of this communication (thi€bnfirmation ") is to set forth the terms and conditions of #imvereferenced transacti
entered into on the Trade Date specified below (tieansaction ") between Société Générale Pealer ") and Micron Technology, Inc. (¢
Issuer” or “ Counterparty ”). Dealer is acting as principal and SG AmericaxBities, LLC (“Agent "), its affiliate, is acting as agent
Dealer for the Transaction under this Confirmatidimis communication constitutes a “Confirmatioas referred to in the ISDA Mas
Agreement specified below.

1. This Confirmation is subject to, and incorporatéhe definitions and provisions of the 2000 ISDA i#fons (including th
Annex thereto) (the 2000 Definitions”) and the definitions and provisions of the 20@DA Equity Derivatives Definitions (the Equity
Definitions ”, and together with the 2000 Definitions, th®&finitions "), in each case as published by the International Svaagd Derivative
Association, Inc. (1SDA ”). In the event of any inconsistency between the 2D&fnitions and the Equity Definitions, the Equiefinitions
will govern.

Each party is hereby advised, and each such pakiyoaledges, that the other party has engagedrinefeained from engaging |
substantial financial transactions and has takdéeromaterial actions in reliance upon the partestry into the Transaction to which t
Confirmation relates on the terms and conditionigas¢h below.

This Confirmation evidences a complete and bindiggeement between Dealer and Counterparty as teethns of the Transaction
which this Confirmation relates. This Confirmatishall be subject to an agreement (th&greement”) in the form of the 2002 ISDA Mas!
Agreement as if Dealer and Counterparty had exdaneagreement in such form on the date hereofwhiibut any Schedule except for (i) N
York law (without regard to the conflicts of lawipeiples) as the governing law and (ii) US Doll§r4JSD ") as the Termination Currency). 1
parties hereby agree that the Transaction to whigh Confirmation relates and any other “Issuer gzab Share Call Option Transactions
referencing the Shares (as defined belowg#dpped Call Transactions”) entered into by the parties on even date herewili be governed t
the Agreement.

All provisions contained in, or incorporated byerfnce to, the Agreement will govern this Confirioratexcept as expressly modif
herein. In the event of any inconsistency betwéén Confirmation and the Definitions or the Agreemes the case may be, this Confirme
shall govern.




2. The Transaction constitutes a Share Opti@m3action for purposes of the Equity DefinitionseTerms of the particular

General Terms:

Trade Date:

Components:

Option Style:
Option Type:
Seller:

Buyer:

Shares:

Number of Options:
Option Entitlement:
Strike Price:

Cap Price:

Premium:

Premium Payment Date:

Effective Date:

Transaction to which this Confirmation relates asd€ollows:

July 20, 2011

The Transaction will be divided into individual Cponents, each with the terms set fort
this Confirmation, and, in particular, with the Nber of Options and Expiration Date
forth in Annex A to this Confirmation. The exercisealuation and settlement of -
Transaction will be effected separately for eaclm@onent as if each Component we
separate Transaction under the Agreement.

European

Call

Dealer
Counterparty

Common Stock (par value $0.10 per Sha@yunterparty (Ticker: “MU")
For each Component, as providekhnex A to this Confirmation.

One Share per Option

USD 9.50

USD |

The premium for each Component shall be as provildéhnex A to this Confirmation al
the aggregate Premium for the Transaction is USD | |. Dealer and Counterpi
hereby agree that, notwithstanding anything to d¢betrary herein or in the Agreeme
following the payment of the Premium, in the evémit (a) an Early Termination Di
(whether as a result of an Event of Default or ariieation Event) occurs or is designe
with respect to any Transaction and, as a resultin@rparty owes to Dealer the amc
calculated under Section 6(d) and Section 6(e) hef Agreement (calculated as if
Transactions were terminated on such Early TeriundDate were the sole Transacti
under the Agreement) or (b) Counterparty owes tal€e pursuant to Sections 12.2, 1
12.6, 12.7 or 12.9 of the Equity Definitions or etWise under the Equity Definitions,
amount calculated under Section 12.8 of the EqOgfinitions, such amount shall
deemed to be zero.

The Effective Date
July 26, 2011 or such other datagreed by the parties.




Exchange: The NASDAQ Global Select Market

Related Exchange: All Exchanges located in theddnEtates on which the equity securities or eguiied
securities of Counterparty are traded.

Procedures for Exercise:
Expiration Time: Valuation Time

Expiration Date: As provided in Annex A to this Confirmation (or,sfich date is not a Scheduled Tra
Day, the next following Scheduled Trading Day tlsahot already an Expiration Date
another Componentprovidedthat, notwithstanding anything to the contrary lie Equit)
Definitions, if that date is a Disrupted Day, thal€ilation Agent may determine that
Expiration Date for such Component is a Disruptey Ih whole or in part, in which ce
the Calculation Agent shall, in its reasonable migon, determine the number of Opti
for which such day shall be the Expiration Date éhdllocate the remaining Options
such Expiration Date to one or more of the remagjriiixpiration Dates, (ii) designate
first succeeding Scheduled Trading Day that is aa@isrupted Day and is not or is
deemed to be an Expiration Date in respect of ahgroComponent of the Transaci
hereunder or any other Capped Call Transactionsdeet the parties as the Expiration [
for such remaining Options, or (i) a combinatitimereof; provided furtherthat if the
Expiration Date for a Component (including any fortof a Component whose Expirat
Date was postponed as a result of clause (ii)iprafpove) has not occurred as of the F
Disruption Date, (a) such Final Disruption Datelsha deemed to be the Expiration C
and Valuation Date for such Component, and (b)ah&ulation Agent shall determine
VWAP Price for such Component on the basis of @sdfaith estimate of the trading va
for the relevant Shares. Section 6.6 of the Eq@finitions shall not apply to a
Valuation Date occurring on an Expiration Date.

Final Disruption Date: |

Market Disruption Event: Section 6.3(a) of the Equity Definitions is heretigpended by replacing clause (ii) therec
its entirety with the following: “(ii) an Exchandeisruption, or’and inserting immediate
following clause (iii) thereof the following: “jn each case that the Calculation A
determines is material.”

Section 6.3(d) of the Equity Definitions is heredomended by deleting the remainder of the
provision following the term “Scheduled Closing Eirin the fourth line thereof.




Exchange Business Day; Disrupted Day: Sections arl 6.4 of the Equity Definitions are hereby adezhby adding “unless th
Calculation Agent reasonably determines that anluréa of such Exchange or Rela
Exchange to open does not have a material effedhertrading market for the Shares”
following the words “regular trading sessionsi’ the third line thereof and the wo
“regular trading session” in the second line th&rezspectively.

Automatic Exercise: Applicable; and means that the Number of Optionstfe relevant Component will

deemed to be automatically exercised at the Expirdtime on the Expiration Date for st
Component if at such time such Component is InMioeey, as determined by f
Calculation Agent, unless Buyer notifies Seller {leyephone or in writing) prior to tl
Expiration Time on such Expiration Date that it da®t wish Automatic Exercise to oc
with respect to such Component, in which case AatammExercise will not apply wit
respect to such Componentin‘the-Money ” means, in respect of any Component, the
VWAP Price on the Expiration Date for such Compdrisrgreater than the Strike Price
such Component.

Seller’'s Telephone Number

and Telex and/or Facsimile Number
and Contact Details for purpose of
Giving Notice:

To: Société Générale
1221 Avenue of the Americas
New York, NY 10020

Attn: Sanjay Garg
Telephone: (212) 278-5187
Facsimile: (212) 278-5624
With a copy to: Société Générale

1221 Avenue of the Americas
New York, NY 10020

Attn: Steve Milankov
Telephone: (212) 278-6985
Facsimile: (212) 278-7365
Settlement Terms:
Settlement Method Election: Applicablprovidedthat (a) Section 7.1 of the Equity Definitions isréby amended |

replacing the term “Physical Settlement” with thermt “Net Share Settlement”
(b) Counterparty must make a single irrevocabletigledor all Components and (c) st
Settlement Method Election would be effective oifilgounterparty represents and warr:
to Dealer in writing on the date of such Settlemé&i¢thod Election that none
Counterparty and its officers and directors is @wafr any material nonpublic informati
regarding Counterparty or the Shares as of sueh dat




Electing Party:

Settlement Method Election Date:

Default Settlement Method:
Settlement Currency:

VWAP Price:

Net Share Settlemer

Settlement Date:

Net Share Settlement:

Number of Shares to be Delivered:

Counterparty

The fifth Scheduled Trading Day prior to the scHeduExpiration Date for the fir
Component.

Net Share Settleme
usD

For any Expiration Date or other Exchange Busirigmg, as displayed on Bloomberg P
“MU UQ <Equity> AQR” (or any successor thereto) for the Counterparty weisipect to tr
period between 9:30 a.m. to 4:00 p.m. (New York/@ine) on such day, as determinec
Calculation Agent. If no price is available, or thés a Market Disruption Event on si
Expiration Date or other Exchange Business DayChkeulation Agent shall determine
VWAP Price in a commercially reasonable manner.

The Settlement Date shall be one Settlement Cyfter ghe Expiration Date for tl
Component (or, in respect of all or part of itsigation to deliver the Number of Share:
be Delivered, such other earlier date or datesddesdilall determine in its sole discretion).

If Net Share Settlement applies, on the Settlenbaie for each Component, Dealer s
deliver to Counterparty a number of Shares equéhéoNumber of Shares to be Delive
for such Component to the account specified by @oparty and cash in lieu of &
fractional shares for such Component valued aMWAP Price on the Expiration Date
such Component.

For any Compprseibject to the last sentence of Section 9. h@®quity Definitions:

(i) if the VWAP Price on the Expiration Date founch Component exceeds
Strike Price for such Component but is less than @ap Price for such Componen
number of Shares equal to (i) the product of (A éxcess of such VWAP Price over s
Strike Price, (B) the Number of Options for suchn@mnent and (C) the Opti
Entitlementdivided by(ii) such VWAP Price;

(ii) if the VWAP Price on the Expiration Date fauch Component equals
exceeds the Cap Price for such Component, a nuailf@nhares equal to (i) the produc
(A) the excess of such Cap Price over the StrikeeFor such Component, (B) the Num
of Options for such Component and (C) the OptiotitEment,divided by(ii) such VWAF
Price; or

(i) if the VWAP Price on the Expiration Date feuch Component is less thar
equal to the Strike Price for such Component, abrrmof Shares equal to zero.




Other Applicable Provisions:

Cash Settlement:

Cash Settlement Payment Date:

Cash Settlement:

Strike Price Differential:

Share Adjustments:

Method of Adjustment:

The provisions of Sections 9.1(c), 9.8, 9.9, 99.0]1 and 9.12 of the Equity Definitions v
be applicable, as if Physical Settlement appliedthte Transactionprovided that the
Representation and Agreement contained in Sectith &f the Equity Definitions shall
modified by excluding any representations theredtating to restrictions, obligatior
limitations or requirements under applicable sd®silaws as a result of the fact
Counterparty is the issuer of any Shares.

The Cash Settlement Payment Date shall be the Sitteduled Trading Day after
Expiration Date for each Component.

If Cash Settlement applies, on the relevant CastileBent Payment Date for st
Component, Dealer shall pay to Counterparty an amequal to the sum of the Opt
Cash Settlement Amount for each Component to thewat specified by Counterparty.

For any Component:

(i) if the VWAP Price on the Expiration Date fouch Component exceeds
Strike Price for such Component but is less than Gap Price for such Component,
amount equal to the excess of such VWAP Price sweh Strike Price.

(i) if the VWAP Price on the Expiration Date famuch Component equals
exceeds the Cap Price for such Component, an aneguial to the excess of such Cap F
over the Strike Price for such Component; or

(i) if the VWAP Price on the Expiration Date feuch Component is less thar
equal to the Strike Price for such Component, zero.

Calculation Agent Adjustment; provided that undect®n 11.2(e)(v) of the definition
Potential Adjustment Event, the word “repurchadedlisbe replaced with the wordehde
offer.”




Extraordinary Events:

New Shares:

Consequences of Merger Events:

(a) Share-for-Share:

(b) Share-for-Other:

(c) Share-for-Combined:

Tender Offer:

Consequences of Tender Offers:

(a) Share-for-Share:

(b) Share-for-Other:

(c) Share-for-Combined:

In the definition of “New Sharas”Section 12.1(i) of the Equity Definitions, thext in
subsection (i) shall be deleted in its entirety amplaced with: publicly quoted, traded
listed on any of the New York Stock Exchange, tHESWAQ Global Select Market or t
NASDAQ Global Market (or their respective succesy”

Modified Calculation Agent Adjustment and, for tlreoidance of doubt, if the consideral
for the Shares includes (or, at the option of adolf Shares, may include) shares ¢
entity or person not organized under the laws eflilmited States, any State thereof ol
District of Columbia (“Foreign Issuer Shares), then the Calculation Agent may choos
apply Cancellation and Payment (Calculation Ageptebmination) to that portion of t
consideration comprising Foreign Issuer Shares.

Cancellation and Payment (Calculation Agent Deteation) on that portion of the Ott
Consideration that consists of cash; Modified Claliton Agent Adjustment on tl
remainder of the Other Consideration and, for thweidance of doubt, if the Otr
Consideration includes (or, at the option of a koldf Shares, may include) Foreign Is:
Shares, then the Calculation Agent may choose foyagancellation and Payme
(Calculation Agent Determination) to that portiohthe Other Consideration compris
Foreign Issuer Shares.

Component Adjustment

Applicable; provided that Section 12.1(d) of theuleg Definitions is hereby amended
replacing the words “10%” in the third line with0%".

Modified Calculation Agentfusiment

Cancellation and Payment (Calculation Agent Deteation) on that portion of the Ott
Consideration that consists of cash; Modified Claliton Agent Adjustment on tl
remainder of the Other Consideration and, for thweidance of doubt, if the Otr
Consideration includes (or, at the option of a boldf Shares, may include) Foreign Is:
Shares, then the Calculation Agent may choose foyagancellation and Payme
(Calculation Agent Determination) to that portiohthe Other Consideration compris
Foreign Issuer Shares.

Component Adjustment




Nationalization, Insolvency or Delisting: Cancellation and Payment (Calculation Agent Deteatidn); provided that in addition

Additional Disruption Events:

(a) Change in Law:

(b) Failure to Deliver:
(c) Insolvency Filing:

(d) Hedging Disruption:

(e) Increased Cost of Hedging:

Hedging Party:
Determining Party:
Non-Reliance:

Agreements and Acknowledgments
Regarding Hedging Activities:

Additional Acknowledgments:

Dealer Payment Instructions:

the provisions of Section 12.6(a)(iii) of the EgquiDefinitions, it shall also constitute
Delisting if the Exchange is located in the Unittdtes and the Shares are not immedi
re-listed, re-traded or rggoted on any of the New York Stock Exchange, tRSNAQ
Global Select Market or the NASDAQ Global Market toeir respective successors); if
Shares are immediately re-listed, re-traded ayueted on any such exchange or quot:
system, such exchange or quotation system shakbmed to be the Exchange.

Applicabl@rovidedthat Section 12.9(a)(ii) of the Equity Definitiorsshereby amended
(i) replacing the phrase “the interpretation” iretthird line thereof with the phraser*
announcement or statement of the formal or informerpretation”,and (ii) immediatel
following the word “that” in the sixth line thereaddding the phrasea$ a result of one
more of the circumstances listed in (A) and (B)\a&jp provided furtherthat the partie
agree that, for the avoidance of doubt, for purposk Section 12.9(a)(ii) of the Equ
Definitions, “any applicable law or regulation” $hanclude the Dodd-rank Wall Stree
Reform and Consumer Protection Act of 2010, anesuhnd regulations promulga
thereunder and any similar law or regulation (sugbs and regulations referred to herei
“ Dodd-Frank ") without regard to Section 739 of Doddtank or any similar legal certait
provision in any legislation enacted, or rule ayuiation promulgated and the conseque
specified in Section 12.9(b)(i) of the Equity Defions shall apply to any Change in L
arising from any such act, rule or regulation.

Not Applicable
Applicable
Applicable

Not Applicable
Dealer
Dealer

Applicable

plicable
Applicable

Societe Generale NY
ABA 026004226
SOGEUS33
A/C 187011
Favor SG Paris




Counterparty Payment and Delivery
Instructions: To be provided by Counterparty
3. Calculation Agent Dealer;providedthat all determinations made by the Calculation ®gahall be made in good faith and

commercially reasonable manner. Following any datmn by the Calculation Agent hereunder, uponriarpwritten request by Issuer, 1
Calculation Agent will provide to Counterparty byl to the email address provided by Counterparty in such arpairitten request a repi
(in a commonly used file format for the storage amghipulation of financial data) displaying in reaable detail the basis for such calculat
andprovided furtherthat no transferee of the Transaction in accordavittethe terms of this Confirmation shall act aalcTilation Agent wit
respect to such transferred Transaction withouptier consent of Counterparty, such consent nbetanreasonably withheld.

4. Offices:

(a) The Office of Dealer for the Transaction igvWYork and Paris.

(b) The Office of Counterparty for the Transactisn8000 S. Federal Way, Boise, Idaho 83716-9632.
5. Notices For purposes of this Confirmation:

(&) Address for notices or communications to Cerparty:

To: Micron Technology, Inc.
8000 South Federal Way
Boise, Idaho 83716

Attn: Treasurer

Telephone: (208) 368-4000

Facsimile: (208) 368-4540

With a copy to:

To: Micron Technology, Inc.
8000 South Federal Way
Boise, Idaho 83716

Attn: General Counsel

Telephone: (208) 368-4000

Facsimile: (208) 368-4540

and

To: Wilson Sonsini Goodrich & Rosati
Professional Corporation
650 Page Mill Road
Palo Alto, CA 94304

Attn: John A. Fore, Esq.

Telephone: (650) 493-9300

Facsimile: (650) 493-6811

(b) Address for notices or communications to Deale




To: Société Générale
1221 Avenue of the Americas
New York, NY 10020

Attn: Sanjay Garg
Telephone: (212) 278-5187
Facsimile: (212) 278-5624

Email: sanjay.garg@sgcib.com

With a copy to:

Société Générale

1221 Avenue of the Americas
New York, NY 10020

Attn: Steve Milankov
Telephone: (212) 278-6985
Facsimile: (212) 278-7365

steve.milankov@sgcib.com

Email:

6. _Representations, Warranties and Agreements

(&) In addition to the representations, waremtind agreements in the Agreement and those gedtaisewhere herein, Counterp
represents and warrants to and for the beneféraf,agrees with, Dealer as follows:

(i) On the Trade Date (A) none of Counterpartyd &s officers and directors is aware of any materonpublic informatio
regarding Counterparty or the Shares and (B) albms and other documents filed by Counterparthlie Securities and Exchai
Commission pursuant to the Securities ExchangeoAt034, as amended (théexchange Act”) when considered as a whole (with
more recent such reports and documents deemedendaimconsistent statements contained in any eaieh reports and documen
do not contain any untrue statement of a mateai@l ér any omission of a material fact requireecstated therein or necessary to n
the statements therein, in the light of the circtamses in which they were made, not misleading.

(i) Counterparty intends the Transaction tolfiyas an equity instrument for purposes of EI¥sUe No. O0@9 and fo
purposes of U.S. Generally Accepted Accounting diples (“ GAAP ). Without limiting the generality of Section 13.1 thfe Equity
Definitions, Counterparty acknowledges that De#@anot making any representations or warrantiel waspect to the treatment of
Transaction under any accounting standards inaydivithout limitation, ASC Topic 260Earnings Per Share ASC Topic 81F
Derivatives and Hedging ASC Topic 480,Distinguishing Liabilities from Equityand ASC 815-40Derivatives and Hedging
Contracts in Entity’s Own Equitfor any successor issue statements) or under FAS&lities & Equity Project.

(i) Prior to the Trade Date, Counterparty $hdgliver to Dealer a resolution of Counterpastygoard of directors (or
authorized committee thereof) authorizing the Taation and such other certificate or certificatePaaler shall reasonably request.

(iv) On the Trade Date, without limiting the geality of Section 3(a)(iii) of the Agreement, tlfieansaction will not violal
Rule 13e-1 or Rule 13e-4 under the Exchange Act.

(v) Counterparty is not entering into this Comfation to create actual or apparent trading agtiii the Shares (or a
security convertible into or exchangeable for Skpam@ to manipulate the price of the Shares (or segurity convertible into
exchangeable for Shares) or otherwise in violatibtihe Exchange Act.
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(vi) Counterparty is not, and after giving etfém the transactions contemplated hereby willbmtan “investment company”

as such term is defined in the Investment CompartyoA1940, as amended.

(vii) On the Trade Date and on the Premium Paynimte (A) the assets of Counterparty at their valuation exceed tl
liabilities of Counterparty, including contingenalbilities, (B) the capital of Counterparty is adatp to conduct the business
Counterparty and (C) Counterparty has the abititpdy its debts and obligations as such debts matnu does not intend to, or does
believe that it will, incur debt beyond its abiliy pay as such debts mature.

(viii)  (A) During each period starting on thiest Expiration Date and ending on the last ExpiraDate, in each case shai
a common Final Disruption Date (each &éttlement Period”), the Shares or securities that are convertible imt@xchangeable

exercisable for Shares shall not be, subject teestricted period,” as such term is defined in Ragon M under the Exchange Act (*

Regulation M ) and (B) Counterparty shall not engage in anystidbution,” as such term is defined in Regulation M, other th
distribution meeting the requirements of the exiogst set forth in sections 101(b)(10) and 102(byf7Regulation M, until the seco
Exchange Business Day immediately following thevaht Settlement Period.

(ix) During each Settlement Period, neither Gegparty nor any “affiliate” or “affiliated purchas’ (each as defined in Rt

10b-18 under the Exchange Act Rule 10b-18")) shall directly or indirectly (including, withdulimitation, by means of any cash-

settled or other derivative instrument) purchadégrao purchase, place any bid or limit order thaduld effect a purchase of,
commence any tender offer relating to, any Shasesuf equivalent interest, including a unit of Hesial interest in a trust or limite
partnership or a depository share) or any secadtyertible into or exchangeable or exercisableStuares.

(b) Each of Dealer and Counterparty agrees epksents that it is an “eligible contract partieiti as defined in Section 1a(12) of
U.S. Commodity Exchange Act, as amended.

(c) Each of Dealer and Counterparty acknowledpes the offer and sale of the Transaction tcsiintended to be exempt fri
registration under the Securities Act of 1933, melded (the ‘Securities Act”), by virtue of Section 4(2) thereof. Accordingly, Gderpart
represents and warrants to Dealer and Dealer mpieso Counterparty that (i) it has the finand@hllity to bear the economic risk of
investment in the Transaction and is able to beata loss of its investment and its investmentamd liabilities in respect of the Transact
which it understands are not readily marketable,rait disproportionate to its net worth, and iaide to bear any loss in connection with
Transaction, including the loss of its entire invesnt in the Transaction, (ii) it is an “accrediieslestor”as that term is defined in Regulatiol
as promulgated under the Securities Act, (iii)sitentering into the Transaction for its own accowithout a view to the distribution or res
thereof, (iv) the assignment, transfer or othepalition of the Transaction has not been and willbe registered under the Securities Act a
restricted under this Confirmation, the Securides and state securities laws, (v) its financiahdition is such that it has no need for liqui
with respect to its investment in the Transactiod ao need to dispose of any portion thereof tisfyadny existing or contemplated undertal
or indebtedness and is capable of assessing thtsrokand understanding (on its own behalf or tigto independent professional advice),
understands and accepts, the terms, conditionsgksdof the Transaction.

(d) Each of Dealer and Counterparty agrees ahahcavledges that Dealer is a “financial institutibfiswap participant”and/o
“financial participant” within the meaning of Semtis 101(22), 101(53C) and 101(22A) of Title 11t tUnited States Code (théBankruptcy
Code ™). The parties hereto further agree and acknowde@ that this Confirmation is (i) a “securitiesrtract,” as such term is defined
Section 741(7) of the Bankruptcy Code, with resgecivhich each payment and delivery hereunder‘settlement payment,as such term
defined in Section 741(8) of the Bankruptcy Codw] i) a “swap agreementds such term is defined in Section 101(53B) ofBhekruptc
Code, with respect to which each payment and dglilereunder is a “transferds such term is defined in Section 101(54) of thekBuptc
Code, and (B) that Dealer is entitled to the priddes afforded by, among other sections, Secti@¥8(6), 362(b)(17), 546(e), 546(g), 555
560 of the Bankruptcy Code.
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(e) Counterparty hereby agrees and acknowletiygsthe Transaction has not been registered wvhigh Securities and Exchar
Commission or any state securities commission aatlthe Options are being written by Dealer to Gexparty in reliance upon exemptic
from any such registration requirements. Counteypacknowledges that all Options acquired from Beatill be acquired for investme
purposes only and not for the purpose of resaletluer transfer except in compliance with the rezmients of the Securities Act. Counterp
will not sell or otherwise transfer any Option aryainterest therein except in compliance with tequirements of the Securities Act and
subsequent offer or sale of the Options will beelgofor Counterpartys account and not as part of a distribution thatld/de in violation of th
Securities Act.

(f)  Each party acknowledges and agrees to haddy the Conduct Rules of the Financial Industggulatory Authority, In
applicable to transactions in options, and furtignees not to violate the position and exercisédiset forth therein.

7. _Repurchase Notice€ounterparty shall, on any day on which Counteypaffects any repurchase of Shares, promptly Geale
a written notice of such repurchase (Bépurchase Notic€’) on such day if following such repurchase, the Nofercentage as determinec
such day is greater by 0.5% than the Notice Peagenincluded in the immediately preceding RepureiNstice (or, in the case of the first s
Repurchase Notice or the first such Repurchaseclatiter the initial Expiration Date, greater tifah%). The “Notice Percentag€e as of an
day is the fraction (A) the numerator of whichhe taggregate of the Number of Shares for all Cormptsnunder the Transaction and under
other Capped Call Transactions between Dealer anmhi€rparty and (B) the denominator of which is tkenber of Shares outstanding on ¢
day. In the event that Counterparty fails to previ2zealer with a Repurchase Notice on the day amldeimanner specified in this Section 7, 1
Counterparty to the extent permitted by law agteemdemnify and hold harmless Dealer, its affégmt@nd their respective directors, offic
employees, agents and controlling persons (Dealéreach such person being amiemnified Person”) from and against any and all los
(including losses relating to Dealer's hedging \atidis as a consequence of becoming, or of the efskecoming, a Section 16 “insider,”
including without limitation any forbearance froradging activities or cessation of hedging actigiiad any losses in connection therewith
respect to the Transaction), claims, damages abidifies (or actions in respect thereof), jointsmveral, to which such Indemnified Persc
subject, including without limitation, Section 16 the Exchange Act), relating to or arising outsoich failure. If for any reason the foregc
indemnification is unavailable to any Indemnifieér§on or insufficient to hold harmless any IndemexifPerson, then Counterparty s
contribute, to the maximum extent permitted by lavthe amount paid or payable by the IndemnifiedsBn as a result of such loss, cl:
damage or liability. In addition, Counterparty wilimburse any Indemnified Person for all reasamabipenses (including reasonable cot
fees and expenses) as they are incurred (aftecentti Counterparty) in connection with the investiign of, preparation for or defense
settlement of any pending or threatened claim gramtion, suit or proceeding (including any goveemtal or regulatory investigation) aris
therefrom, whether or not such Indemnified Persoa party thereto and whether or not such clairtipmcsuit or proceeding is initiated
brought by or on behalf of Counterparty. This inaétyn shall survive the completion of the Transactamntemplated by this Confirmation ¢
any assignment and delegation of the Transactiaterparsuant to this Confirmation or the Agreemésatlsnure to the benefit of any permit
assignee of Dealer. Issuer will not be liable urties indemnity provision to the extent any lodajm, damage, liability or expense is found
final judgment by a court to have resulted from Bea gross negligence or willful misconduct.

8. _Transfer or Assignmenfeither party may transfer any of its rights bligations under the Transaction without the priitten
consent of the notransferring party (such consent not to be unreasignwithheld); provided that if at any time theUly Percentage excee
9%, Dealer may immediately, in its sole discretisansfer or assign a number of Options sufficienteduce the Equity Percentage to 8.5'
any affiliate of Dealer whose obligations are gutead by Société Générale or any third party withwith a guarantor (a Third Party
Guarantor ") that has) a rating for its long-term, unsecussdl unsubordinated indebtedness ofoh-better by Standard & Poor's Rati
Services or its successor$&P ), or A3 or better by Moody's Investors Servicec.I(* Moody's ") or, if either S&P or Moody's ceases to
such debt, at least an equivalent rating or béftex substitute agency rating
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mutually agreed by Counterparty and Dealer; praviltewever such Third Party Guarantor shall provadguarantee in a form reasone
satisfactory to the Counterparty in connection wstich transfer or assignmemt;ovided furtherthat the Dealer provide prompt notice
Counterparty of any such transfer. If, in the dition of Dealer, Dealer is unable to effect suemgfer or assignment after its commerc
reasonable efforts on pricing terms reasonably @ebée to Dealer, Dealer may designate any Schedidading Day as an Early Terminat
Date and an Additional Termination Date shall berded to occur with respect to a portion (th€efrminated Portion ) of the Transactiol
allocated to Components as Dealer determines glistsetion, such that the Equity Percentage fahgvsuch partial termination will be equa
or less than 8.5%. In the event that Dealer s@mdases an Early Termination Date with respectpordion of the Transaction, a payment sha
made pursuant to Section 6 of the Agreement a3 & Early Termination Date had been designategspect of a Transaction having te
identical to the Transaction and a Number of Oiequal to the Terminated Portion, (ii) Counternpahall be the Affected Party with respec
such partial termination and (iii) such portiontibé Transaction shall be the only Affected TransactThe “Equity Percentage” as of any da
is the fraction (A) the numerator of which is thember of Shares that Dealer or any of its affikatieat are subject to aggregation with De
beneficially own (within the meaning of Section 4f3the Exchange Act) on such day and (B) the denatar of which is the number of She
outstanding on such day. Notwithstanding Sectiarif the Agreement, Counterparty may assign its sigind obligations under the Transact
in whole or in part, on terms reasonably acceptablmth parties, without any payment being owedifiCounterparty to Dealer.

9. _Staggered Settlementf Dealer determines reasonably and in good fditit the number of Shares required to be delivéo
Counterparty hereunder on any Settlement Date wbaled resulted in the Equity Percentage (as defabed/e) on such date to exceed 4
then Dealer may, by notice to Counterparty on @orpio such Settlement Date (aNominal Settlement Date”), elect to deliver the Shat
comprising the related Number of Shares to be Beti¢ on two or more dates (each, &tdggered Settlement Daté) or at two or more time
on the Nominal Settlement Date as follows:

(@) in such notice, Dealer will specify to Coenparty the related Staggered Settlement Datedifgteof which will be such Nomin
Settlement Date and the last of which will be nieddghan twenty (20) Scheduled Trading Days follogvsuch Nominal Settlement Date’
delivery times and how it will allocate the Shaitds required to deliver hereunder among the Stagr Settlement Dates or delivery times; and

(b) the aggregate number of Shares that Deallérdealiver to Counterparty hereunder on all sudaggered Settlement Dates
delivery times will equal the number of Shares thaaler would otherwise have been required to delin such Nominal Settlement Date.

10. _Extension of SettlemenDealer may divide any Component into additionahfponents and designate the Expiration Date
Final Disruption Date and the Number of Options dach such Component if Dealer determines, ine#sanable discretion, that such fur
division is necessary or advisable to preserve é@&ahedging activity hereunder in light of existinguidity conditions or to enable Dealel
effect purchases of Shares in connection with édging activity hereunder in a manner that woudl@ealer were Counterparty or an affilia
purchaser of Counterparty, be compliant with aggtiie legal and regulatory requirements.

11. Early Termination RightCounterparty may elect to terminate the Transacin whole or in part, prior to the relevant Exgpior
Date, on terms acceptable to both parties, arslidfi termination occurs following the payment & gremiums for all Components, without
payment being owed from Counterparty to Dealer.

12. _Equity Rights Dealer acknowledges and agrees that this Cortiioméas not intended to convey to it rights withspect to th
Transaction that are senior to the claims of commstmeckholders in the event of Counterpastypankruptcy. For the avoidance of doubt,
parties agree that the preceding sentence shadippdy at any time other than during Counterparbankruptcy to any claim arising as a rest
a breach by Counterparty of any of its obligatianger this Confirmation or the Agreement. For
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the avoidance of doubt, the parties acknowledgetliia Confirmation is not secured by any collaténat would otherwise secure the obligati
of Counterparty herein under or pursuant to angmodgreement.

13. _Alternative Calculations and Payment onhE&rermination and on Certain Extraordinary Eventsf Dealer shall ow
Counterparty any amount pursuant to Section 12tReEquity Definitions and “Consequences of Mergeents’above, or Sections 12.3, 1z
12.7 or 12.9 of the Equity Definitions (except metevent of a Tender Offer or a Merger Event, icheease, in which the consideratior
proceeds to be paid to holders of Shares consiktly/f cash) or pursuant to Section 6(d)(ii) loé tAgreement (except in the event of an E
of Default in which Counterparty is the DefaultiRgrty or a Termination Event in which Counterpdstthe Affected Party, that resulted fronr
event or events within Counterparty’s control) (2&yment Obligation ”), Counterparty shall have the right, in its sole @ition, to requir
Dealer to satisfy any such Payment Obligation leyShare Termination Alternative (as defined belbwyiving irrevocable telephonic notice
Dealer, confirmed in writing within one Scheduledading Day, between the hours of 9:00 A.M. and 42081. New York City time on tf
Merger Date, Tender Offer Date, Announcement Da#gly Termination Date or other date of terminatiam applicable (‘Notice of Share
Termination ”). Within a commercially reasonable period of timeldaling receipt of a Notice of Share Termination,al® shall deliver t
Counterparty a number of Share Termination Delivémts having a cash value equal to the amounuaoii $ayment Obligation (such numbe
Share Termination Delivery Units to be delivered#&determined by the Calculation Agent as the rermbwhole Share Termination Delivi
Units that could be purchased over a commerciahsonable period of time with the cash equivalésuch payment obligation) (theShare
Termination Alternative ”).

Share Termination Delivery Unit:In the case of a Termination Event, Event of Ddfdbeélisting or Additional Disruption Event, one &b or
in the case of an Insolvency, Nationalization, Mergvent or Tender Offer, one Share or a unit stingj o
the number or amount of each type of property xezkby a holder of one Share (without consideratit
any requirement to pay cash or other consideratioieu of fractional amounts of any securities)sact
Insolvency, Nationalization, Merger Event or Ten@dfer. If such Insolvency, Nationalization, Merdgeven
or Tender Offer involves a choice of consideratiorbe received by holders, such holder shall beneeletc
have elected to receive the maximum possible amafucdash.

Failure to Deliver: Applicable

Other applicable provisions: If Share Termination Alternative is applicable, fm®@visions of Sections 9.8, 9.9, 9.10, 9.11 ari® @f the
Equity Definitions will be applicable as if Physicgettlement applied to the termination of the Bastion
except that all references to “Shares” shall bel @mreferences to “Share Termination Delivery §fnanc
providedthat the Representation and Agreement contain&@gation 9.11 of the Equity Definitions shall
modified by excluding any representations theredttating to restrictions, obligations, limitations
requirements under applicable securities laws assalt of the fact that Buyer is the issuer of &@tart
Termination Delivery Units (or any part thereof).

14. _SefOff . The parties agree to amend Section 6 of the Ageee by replacing Section 6(f) in its entirety witte following:

“(f) Upon the occurrence of an Event of Defaulff@rmination Event with respect to a party who is frefaulting Party or
the Affected Party (X "), the other party (v ") will have the right (but not be obliged) withoptior notice to X or any
other person to set-off or apply any obligationXafinder an Equity Contract owed to Y (or any A#tk of Y) (whether or
not matured or contingent and whether or not agisinder the Agreement, and regardless of the ctyrgrace of payment
or booking office of the obligation) against anyligation of Y (or any Affiliate of Y)
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under an Equity Contract owed to X (whether ormatured or contingent and whether or not arisindenthe Agreement,
and regardless of the currency, place of paymehboking office of the obligation). Y will give nige to the other party of
any set-off effected under this Section 6(f).

“ Equity Contract " shall mean for purposes of this Section 6(f) @amnsaction relating to Shares between X and Y (or
any Affiliate of Y) that qualifies as ‘equity’ undapplicable accounting rules.

Amounts (or the relevant portion of such amountjexct to set-off may be converted by Y into therti@ation Currency
at the rate of exchange at which such party woslaltle, acting in a reasonable manner and in gaitid to purchase the
relevant amount of such currency.

If any obligation is unascertained, Y may in goadH estimate that obligation and set-off in respdc¢he estimate, subject
to the relevant party accounting to the other witienobligation is ascertained.

Nothing in this Section 6(f) shall be effectivedieate a charge or other security interest. Thigi@e6(f) shall be without
prejudice and in addition to any right of set-afémbination of accounts, lien or other right to efhiany party is at any
time otherwise entitled (whether by operation @f,laontract or otherwise).”

15. Amendment to Equity DefinitionSolely for purposes of applying the Equity Definits and for purposes of this Confirmat
any reference in the Equity Definitions to a Strikéce shall be deemed to be a reference to aithidie Strike Price or the Cap Price, or bott
appropriate.

16. _Disclosure Effective from the date of commencement of disguss concerning the Transaction, Counterparty eawh of it
employees, representatives, or other agents malpsisto any and all persons, without limitatioraak kind, the tax treatment and tax struc
of the Transaction and all materials of any kinttliiding opinions or other tax analyses) that amviged to Counterparty relating to such
treatment and tax structure.

17. _Unwind. In the event the sale of the 1.5% Convertiblei@eNotes due 2031 and 1.875% Convertible Seniadedldue 2031
not consummated with the initial purchasers purstathe Purchase Agreement, for any reason bgltdse of business in New York on July
2011 (or such later date as agreed upon by théeparhich in no event shall be later than the tldaheduled Trading Day following July ;
2011) (such date or such later date as agreed hgiag the “Accelerated Unwind Date”), the Transaction shall automatically terminattee(*
Accelerated Unwind”) on the Accelerated Unwind Date and (i) the Traneacand all of the respective rights and obligagiaf Dealer an
Counterparty under the Transaction shall be castelhd terminated and (ii) each party shall beassdd and discharged by the other party
and agrees not to make any claim against the @iy with respect to any obligations or liabilgief the other party arising out of and tc
performed in connection with the Transaction eithgor to or after the Accelerated Unwind Dapepvidedthat Counterparty shall reimbu
Dealer for any costs or expenses (including madetes) relating to the unwinding of its hedgingvéiies in connection with the Transact
(including any loss or cost incurred as a resulitoterminating, liquidating, obtaining or reedtshing any hedge or related trading positi
which shall be paid in cash or Shares at the opmiotihe Counterparty (and if paid in Shares, whh market valuation of such Shares b
determined in a commercially reasonable mannerhbyQalculation Agent). The amount of any such reireement shall be determined
Dealer in its sole good faith discretion. Dealealshotify Counterparty of such amount and Couraepshall pay such amount in immedia
available funds on the Early Unwind Date. Dealat @ounterparty represent and acknowledge to ther ¢liat upon an Accelerated Unwind
the satisfaction of counterpargypayment obligation, if any, as specified in thection 17, all obligations with respect to theniaction shall k
deemed fully and finally discharged.

18. _No Collateral by Counterpartilo collateral is required to be posted by Counterpdy in respect of the Transaction.
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19. _Disposition of Hedge ShareSounterparty hereby agrees that if at any timeéhé reasonable judgment of counsel for the Dg
the Shares acquired by Dealer for the purpose ddihg its obligations pursuant to the Transactwthér than such Shares, if any, that are, ¢
time of such determination, due to be deliverecCtunterparty in connection with a Net Share Sewleinof the Transaction) (the Hedge
Shares”), cannot be sold in the U.S. public market by Dewlighout registration under the Securities Act, Cleuparty shall, at its election:
in order to allow Dealer to sell the Hedge Sharea registered offering, use its commercially readte efforts to make available to Deale
effective registration statement under the SeawiAct to cover the resale of such Hedge SharegAndnter into an agreement, in form :
substance reasonably satisfactory to Dealer, suts in the form of an underwriting agreement fa registered offering, (B) provi
accountant’s “comfort’letters in customary form for registered offeringfsequity securities, (C) provide disclosure opirsoof nationall
recognized outside counsel to Counterparty custpimaform for registered offerings of equity sedias, (D) provide other customary opinic
certificates and closing documents customary imftor registered offerings of equity securities B}l afford Dealer a reasonable opportunit
conduct a “due diligence” investigation with respecCounterparty customary in scope for underemitbfferings of equity securitieprovided
however, that if Dealer, in its reasonable discretionn@ satisfied with access to due diligence matgridie results of its due diliger
investigation, or the procedures and documentdtiothe registered offering referred to above, tokuse (ii) or clause (iii) of this Section
shall apply at the election of Counterparty; (ii) order to allow Dealer to sell the Hedge Sharea private placement, enter into a pri
placement agreement substantially similar to pevalacement purchase agreements customary fort@rpltacements of equity securities
form and substance reasonably satisfactory to Deialeluding customary representations, covendritge sky and other governmental filit
and/or registrations, indemnities to Dealer, dugeice rights (for Dealer or any designated bwfethe Hedge Shares from Dealer), opin
and certificates and such other documentation assgmary for private placements agreementsgaanably acceptable to Dealer (in wi
case, the Calculation Agent shall make any adjustsnéo the terms of the Transaction that are nacgs$n its reasonable judgment,
compensate Dealer for any discount from the puhbkcket price of the Shares incurred on the saldaafge Shares in a private placement
(iii) purchase the Hedge Shares from Dealer aVM &P Price on such Exchange Business Days, anteimmounts, as requested by Dealer.

20. _Opinion of Counsel Counterparty shall deliver an opinion of coungited as of the Trade Date, in substantially tiven
attached hereto as Annex B.

21. lllegality. The parties agree that for the avoidance of ddabpurposes of Section 5(b)(i) of the Agreeméany applicable law”
shall include the Dodd-Frank, without regard tot®ec739 of the Dodd-rank or any similar legal certainty provision imydegislation enacte
or rule or regulation promulgated, on or after tla¢e on which a Transaction is entered into, aedctinsequences specified in the Agreer
including without limitation, the consequences $fied in Section 6 of the Agreement, shall apphaty Illegality arising from any such act, r
or regulation.

22. Waiver of Trial by Jury EACH OF COUNTERPARTY AND DEALER HEREBY IRREVOCABLY WAIVES (ON ITS
OWN BEHALF AND, TO THE EXTENT PERMITTED BY APPLICAB LE LAW, ON BEHALF OF ITS STOCKHOLDERS) ALL
RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT,
TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO TH E TRANSACTION OR THE ACTIONS OF DEALER OR ITS
AFFILIATES OR COUNTERPARTY OR ITS AFFILIATES IN THE NEGOTIATION, PERFORMANCE OR ENFORCEMENT
HEREOF.

23. _Governing Law THE AGREEMENT AND THIS CONFIRMATION SHALL BE GOVERNED BY THE LAWS OF THE
STATE OF NEW YORK. THE PARTIES HERETO IRREVOCABLY S UBMIT TO THE EXCLUSIVE JURISDICTION OF THE
COURTS OF THE STATE OF NEW YORK AND THE UNITED STAT ES COURT FOR THE SOUTHERN DISTRICT OF NEW
YORK IN CONNECTION WITH ALL MATTERS RELATING HERETO AND WAIVE ANY OBJECTION TO THE LAYING OF
VENUE IN, AND ANY CLAIM OF INCONVENIENT FORUM WITH RESPECT TO, THESE COURTS.
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24. Regulatory Provisions Counterparty represents and warrants that it hesiwed and read and understands the Notit
Regulatory Treatment and the OTC Option Risk Disgte Statement.

25. _Terms relating to the AgenDealer is not registered as a broker or dealdeuthe Exchange Act. Agent has acted solely ast
for Dealer and Counterparty to the extent requipgdlaw in connection with the Transaction and hasobligations, by way of issuan
endorsement, guarantee or otherwise, with respetttet performance of either party under the TramsacThe parties agree to proceed sc
against each other, and not against Agent, in sgediforcement of their rights and obligations witspect to the Transaction, including t
rights and obligations with respect to paymentuofds and delivery of securities.

26. Broker. Agent may have been paid a fee by Dealer in atiore with the Transaction. Further details will fignished upo
written request.

27. _Time of Dealing The time of the Transaction will be furnishedAxyent upon written request.
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Counterparty hereby agrees (a) to check this Qoation carefully and immediately upon receipt sat #rrors or discrepancies can be
promptly identified and rectified and (b) to confithat the foregoing (in the exact form provideddmaler) correctly sets forth the terms of the
agreement between Dealer and Counterparty witteoe$p the Transaction, by manually signing thisifémation or this page hereof as
evidence of agreement to such terms and providiagther information requested herein and immelgiateurning an executed copy to Steve
Milankov, Equity Derivatives Legal Department, Hatite No. (212) 278-7365.

Yours faithfully,

SOCIETE GENERALE

By:

Name:
Title:




Agreed and Accepted By:

MICRON TECHNOLOGY, INC.

By:

Name:
Title:



EXHIBIT 10.103

Opening Transactic

To: Micron Technology, Inc.
8000 S. Federal Way
Boise, ldaho 83716-9632

A/C:
From: [ ]
Re: Issuer Capped Share Call Option Transaction

Ref. No: | |

Date: July 22, 2011

Dear Sir(s):

The purpose of this communication (thi€bnfirmation ”) is to set forth the terms and conditions of #imvereferenced transacti
entered into on the Trade Date specified below {(tAeansaction ”) between [ ] @ealer”) and Micron Technology, Inc. (“
Issuer” or “ Counterparty ”). Dealer is acting as principal and | (* Agent "), its affiliate, is acting as agent for Dealer foe
Transaction under this Confirmation. This commutigzaconstitutes a “Confirmationds referred to in the ISDA Master Agreement spet
below. This Confirmation is a confirmation for poges of Rule 1000 promulgated under the Securities Exchange AtB8#, as amended (
“ Exchange Act”).

1. This Confirmation is subject to, and incorporatite definitions and provisions of the 2000 ISDA Diions (including th
Annex thereto) (the 2000 Definitions”) and the definitions and provisions of the 20@DKA Equity Derivatives Definitions (the Equity
Definitions ”, and together with the 2000 Definitions, th®&finitions "), in each case as published by the International Svaagd Derivative
Association, Inc. (1SDA ”). In the event of any inconsistency between the 2D&finitions and the Equity Definitions, the Equidefinitions
will govern.

Each party is hereby advised, and each such pakiyowledges, that the other party has engagedrinefeained from engaging |
substantial financial transactions and has takéeromaterial actions in reliance upon the partestry into the Transaction to which t
Confirmation relates on the terms and conditionda¢h below.

This Confirmation evidences a complete and bingiggeement between Dealer and Counterparty as ttetins of the Transaction
which this Confirmation relates. This Confirmatishall be subject to an agreement (th&greement”) in the form of the 2002 ISDA Masi
Agreement as if Dealer and Counterparty had exdcteagreement in such form on the date hereofwliibut any Schedule except for (i) N
York law (without regard to the conflicts of lawipeiples) as the governing law and (ii) US Dollg§r4JSD ") as the Termination Currency). 1
parties hereby agree that the Transaction to wtich Confirmation relates and any other “Issuer &b Share Call Option Transactions”
referencing the Shares (as defined belowg#dpped Call Transactions”) entered into by the parties on even date herewli be governed t
the Agreement. [On or prior to the Effective Ddte, ], a Delaware corporation and paoémealer, will provide a guarantee
favor of the Issuer in the form attached heretmzex C.]

All provisions contained in, or incorporated byerefnce to, the Agreement will govern this Confirimratexcept as expressly modif
herein. In the event of any inconsistency betwé&n Confirmation and the Definitions or the Agreemes the case may be, this Confirme
shall govern.




2. The Transaction constitutes a Share Optioandaction for purposes of the Equity Definition$ieTterms of the particul
Transaction to which this Confirmation relates asdollows:

General Terms:

Trade Date: July 22, 2011

Components: The Transaction will be divided into individual Cponents, each with the terms set fort
this Confirmation, and, in particular, with the Nber of Options and Expiration Date
forth in Annex A to this Confirmation. The exercisealuation and settlement of -
Transaction will be effected separately for eaclm@onent as if each Component we
separate Transaction under the Agreement.

Option Style: European

Option Type: Call

Seller: Dealer

Buyer: Counterparty

Shares: Common Stock (par value $0.10 per Sha@yunterparty (Ticker: “MU")

Number of Options:

Option Entitlement:

For each Component, as providekhnex A to this Confirmation.

One Share per Option

Strike Price: USD 9.5000

Cap Price: uso |

Premium: The premium for each Component shall be as providédnex A to this Confirmation ai
the aggregate Premium for the Transaction is USD | |. Dealer and Counterpi

Premium Payment Date:

Effective Date:

hereby agree that, notwithstanding anything to d¢betrary herein or in the Agreeme
following the payment of the Premium, in the evémit (a) an Early Termination Di
(whether as a result of an Event of Default or amiieation Event) occurs or is designe
with respect to any Transaction and, as a resutin@rparty owes to Dealer the amc
calculated under Section 6(d) and Section 6(e) hef Agreement (calculated as if
Transactions were terminated on such Early TernanadDate were the sole Transacti
under the Agreement) or (b) Counterparty owes tal€e pursuant to Sections 12.2, 1
12.6, 12.7 or 12.9 of the Equity Definitions or etwise under the Equity Definitions,
amount calculated under Section 12.8 of the EqDigfinitions, such amount shall
deemed to be zero.

The Effective Date
July 26, 2011 or such other datagreed by the parties.




Exchange: The NASDAQ Global Select Market

Related Exchange: All Exchanges located in theddnEtates on which the equity securities or eguiied
securities of Counterparty are traded.

Procedures for Exercise:
Expiration Time: Valuation Time

Expiration Date: As provided in Annex A to this Confirmation (or,stich date is not a Scheduled Tra
Day, the next following Scheduled Trading Day tlsahot already an Expiration Date
another Componentprovidedthat, notwithstanding anything to the contrary hie Equity
Definitions, if that date is a Disrupted Day, thal€ilation Agent may determine that
Expiration Date for such Component is a Disruptexy [Ih whole or in part, in which ce
the Calculation Agent shall, in its reasonable m@igon, determine the number of Opti
for which such day shall be the Expiration Date &hdllocate the remaining Options
such Expiration Date to one or more of the remarixpiration Dates, (ii) designate
first succeeding Scheduled Trading Day that is aa@isrupted Day and is not or is
deemed to be an Expiration Date in respect of ahgroComponent of the Transaci
hereunder or any other Capped Call Transactionsdagt the parties as the Expiration [
for such remaining Options, or (iii) a combinatitimereof; provided furtherthat if the
Expiration Date for a Component (including any ortof a Component whose Expirat
Date was postponed as a result of clause (ii)iQrafpove) has not occurred as of the F
Disruption Date, (a) such Final Disruption Datelsha deemed to be the Expiration C
and Valuation Date for such Component, and (b)dhkulation Agent shall determine
VWAP Price for such Component on the basis of @sdyfaith estimate of the trading va
for the relevant Shares. Section 6.6 of the EqWsfinitions shall not apply to a
Valuation Date occurring on an Expiration Date.

Final Disruption Date: |

Market Disruption Event: Section 6.3(a) of the Equity Definitions is heretigended by replacing clause (ii) therec
its entirety with the following: “(ii) an Exchandeisruption, or’and inserting immediate
following clause (iii) thereof the following: “jn each case that the Calculation A
determines is material.”

Section 6.3(d) of the Equity Definitions is heredomended by deleting the remainder of the
provision following the term “Scheduled Closing Eirin the fourth line thereof.




Exchange Business Day; Disrupted Day:

Automatic Exercise:

Seller’'s Telephone Number

and Telex and/or Facsimile Number
and Contact Details for purpose of
Giving Notice:

Settlement Terms:

Settlement Method Election:

Electing Party:
Settlement Method Election Date:

Default Settlement Method:
Settlement Currency:

VWAP Price:

Sectior® arl 6.4 of the Equity Definitions are hereby adezhby adding “pnless th
Calculation Agent reasonably determines that anluréa of such Exchange or Rela
Exchange to open does not have a material effedhertrading market for the Shares”
following the words “regular trading sessionsi’ the third line thereof and the wo
“regular trading session” in the second line th&resspectively.

Applicable; and means that the Number of Optionstfe relevant Component will
deemed to be automatically exercised at the Expirdtime on the Expiration Date for st
Component if at such time such Component is InMlbeey, as determined by
Calculation Agent, unless Buyer notifies Seller {leyephone or in writing) prior to tl
Expiration Time on such Expiration Date that it da®t wish Automatic Exercise to oc
with respect to such Component, in which case AatammExercise will not apply wit
respect to such Componentin‘the-Money ” means, in respect of any Component, the
VWAP Price on the Expiration Date for such Compdrisrgreater than the Strike Price
such Component.

To be provided by Dealer.

Applicablprovidedthat (a) Section 7.1 of the Equity Definitions isréby amended |
replacing the term “Physical Settlement” with thermt “Net Share Settlement”
(b) Counterparty must make a single irrevocabletieledor all Components and (c) st
Settlement Method Election would be effective difil@ounterparty represents and watrr:
to Dealer in writing on the date of such Settlemémtthod Election that none
Counterparty and its officers and directors is @wafr any material nonpublic informati
regarding Counterparty or the Shares as of sueh dat

Counterparty

The fifth Scheduled Trading Day prior to the scHeduExpiration Date for the fir
Component.

Net Share Settleme
uUsD

For any Expiration Date or other Exchange Busirigmg, as displayed on Bloomberg P
“MU UQ <Equity> AQR” (or any successor thereto) for the Counterparty veisipect to tk
period between 9:30 a.m. to 4:00 p.m. (New York/@ine) on such day,
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Net Share Settlemer

Settlement Date:

Net Share Settlement:

Number of Shares to be Delivered:

Other Applicable Provisions:

as determined by Calculation Agent. If no pricavsilable, or there is a Market Disrupt
Event on such Expiration Date or other Exchangedri®ss Day, the Calculation Agent sl
determine the VWAP Price in a commercially reasématanner.

The Settlement Date shall be one Settlement Cyfter ¢ghe Expiration Date for tl
Component (or, in respect of all or part of itsigation to deliver the Number of Share:
be Delivered, such other earlier date or datesédeshiall determine in its sole discretion).

If Net Share Settlement applies, on the Settlenbaie for each Component, Dealer s
deliver to Counterparty a number of Shares equétheoNumber of Shares to be Delive
for such Component to the account specified by @oparty and cash in lieu of &
fractional shares for such Component valued aMW&AP Price on the Expiration Date -
such Component.

For any Compprseibject to the last sentence of Section 9.h@®quity Definitions:

(i) if the VWAP Price on the Expiration Date forctuComponent exceeds
Strike Price for such Component but is less than @ap Price for such Componen
number of Shares equal to (i) the product of (4 éxcess of such VWAP Price over s
Strike Price, (B) the Number of Options for suchn@mnent and (C) the Opti
Entitlementdivided by(ii) such VWAP Price;

(ii) if the VWAP Price on the Expiration Date fouch Component equals
exceeds the Cap Price for such Component, a nuailf@nhares equal to (i) the produc
(A) the excess of such Cap Price over the StrikeeFor such Component, (B) the Num
of Options for such Component and (C) the OptiotitEment,divided by(ii) such VWAF
Price; or

(iii) if the VWAP Price on the Expiration Date feuch Component is less thar
equal to the Strike Price for such Component, abrrmof Shares equal to zero.

The provisions of Sections 9.1(c), 9.8, 9.9, 99.0 and 9.12 of the Equity Definitions v
be applicable, as if Physical Settlement appliedthie Transactionprovided that the
Representation and Agreement contained in Sectibh & the Equity Definitions shall
modified by excluding any representations thereshatmg to restrictions, obligatiot
limitations or requirements under applicable sdmsilaws as a result of the fact 1
Counterparty is the issuer of any Shares.




Cash Settlement:

Cash Settlement Payment Date:

Cash Settlement:

Strike Price Differential:

Share Adjustments:

Method of Adjustment:

Extraordinary Events:

New Shares:

Consequences of Merger Events:

(a) Share-for-Share:

The Cash Settlement Payment Date shall be the ®Sdtteduled Trading Day after
Expiration Date for each Component.

If Cash Settlement applies, on the relevant CastileB®nt Payment Date for st
Component, Dealer shall pay to Counterparty an aequal to the sum of the Opt
Cash Settlement Amount for each Component to thewat specified by Counterparty.

For any Component:

(i) if the VWAP Price on the Expiration Date forctuComponent exceeds
Strike Price for such Component but is less than @ap Price for such Component,
amount equal to the excess of such VWAP Price sweh Strike Price.

(ii) if the VWAP Price on the Expiration Date fouch Component equals
exceeds the Cap Price for such Component, an aneguial to the excess of such Cap F
over the Strike Price for such Component; or

(iii) if the VWAP Price on the Expiration Date feuch Component is less thar
equal to the Strike Price for such Component, zero.

Calculation Agent Adjustment; provided that undect®n 11.2(e)(v) of the definition
Potential Adjustment Event, the word “repurchadedlksbe replaced with the wordehde
offer.”

In the definition of “New Sharas”Section 12.1(i) of the Equity Definitions, thext in
subsection (i) shall be deleted in its entirety amplaced with: publicly quoted, traded
listed on any of the New York Stock Exchange, tHESWAQ Global Select Market or t
NASDAQ Global Market (or their respective succesy”

Maodified Calculation Agent Adjustment and, for tlieoidance of doubt, if the consideral
for the Shares includes (or, at the option of adolof Shares, may include) shares ¢
entity or person not organized under the laws eflilmited States, any State thereof ol
District of Columbia (“Foreign Issuer Shares), then the Calculation Agent may choos
apply Cancellation and Payment (Calculation Ageptelbmination) to that portion of t
consideration comprising Foreign Issuer Shares.




(b) Share-for-Other:

(c) Share-for-Combined:

Tender Offer:

Consequences of Tender Offers:
(a) Share-for-Share:

(b) Share-for-Other:

(c) Share-for-Combined:

Nationalization, Insolvency or Delisting:

Additional Disruption Events:

(a) Change in Law:

Cancellation and Payment (Calculation Agent Deteation) on that portion of the Ott
Consideration that consists of cash; Modified Claliton Agent Adjustment on tl
remainder of the Other Consideration and, for thweidance of doubt, if the Otr
Consideration includes (or, at the option of a koldf Shares, may include) Foreign Is:
Shares, then the Calculation Agent may choose foyagancellation and Payme
(Calculation Agent Determination) to that portiohthe Other Consideration compris
Foreign Issuer Shares.

Component Adjustment

Applicable; provided that Section 12.1(d) of theulg Definitions is hereby amended
replacing the words “10%” in the third line with0%".

Modified Calculation Agentusiment

Cancellation and Payment (Calculation Agent Deteation) on that portion of the Ott
Consideration that consists of cash; Modified Claliton Agent Adjustment on tl
remainder of the Other Consideration and, for thweidance of doubt, if the Otr
Consideration includes (or, at the option of a koldf Shares, may include) Foreign Is:
Shares, then the Calculation Agent may choose foyagancellation and Payme
(Calculation Agent Determination) to that portiohthe Other Consideration compris
Foreign Issuer Shares.

Component Adjustment

Cancellation and Payment (Calculation Agent Deteatidn); provided that in addition
the provisions of Section 12.6(a)(iii) of the EgquiDefinitions, it shall also constitute
Delisting if the Exchange is located in the Unittdtes and the Shares are not immedi
re-listed, re-traded or rguoted on any of the New York Stock Exchange, tRSNAQ
Global Select Market or the NASDAQ Global Market toeir respective successors); if
Shares are immediately re-listed, re-traded ayueted on any such exchange or quot:
system, such exchange or quotation system shakbmed to be the Exchange.

Applicabl@rovidedthat Section 12.9(a)(ii) of the Equity Definitiorsshereby amended
(i) replacing the phrase “the interpretation” iretthird line thereof with the phraser”
announcement or statement of the formal or informerpretation”,and (ii) immediatel
following the word “that” in the sixth line thereaddding the phrasea$ a result of one
more of the circumstances listed in (A) and (B)




(b) Failure to Deliver:
(c) Insolvency Filing:

(d) Hedging Disruption:

(e) Increased Cost of Hedging:

Hedging Party:
Determining Party:
Non-Reliance:

Agreements and Acknowledgments
Regarding Hedging Activities:
Additional Acknowledgments:
Dealer Payment Instructions:

Counterparty Payment and Delivery
Instructions:

above”;provided furtherthat the parties agree that, for the avoidanceoabt] for purpose
of Section 12.9(a)(ii) of the Equity Definitionsarly applicable law or regulatiorghal
include the Dodd-rank Wall Street Reform and Consumer Protectionh &c2010, an
rules and regulations promulgated thereunder agdsemilar law or regulation (such ru
and regulations referred to herein a®6édd-Frank ") without regard to Section 739
Dodd+rank or any similar legal certainty provision inyalegislation enacted, or rule
regulation promulgated and the consequences spedifi Section 12.9(b)(i) of the Equ
Definitions shall apply to any Change in Law argsfrom any such act, rule or regulation.

Not Applicable
Applicable
Applicable

Not Applicable
Dealer
Dealer

Applicable

Applicable
Applicable
To be provided byl&rea

To be provided by Counterparty

3. Calculation Agent Dealer;providedthat all determinations made by the Calculation ®gghall be made in good faith and
commercially reasonable manner. Following any datmn by the Calculation Agent hereunder, uponriarpwritten request by Issuer, 1
Calculation Agent will provide to Counterparty byl to the email address provided by Counterparty in such arpairitten request a repi
(in a commonly used file format for the storage amghipulation of financial data) displaying in reaable detail the basis for such calculat
andprovided furtherthat no transferee of the Transaction in accordavittethe terms of this Confirmation shall act aalc@ilation Agent wit
respect to such transferred Transaction withouptier consent of Counterparty, such consent nbetanreasonably withheld.

4, Offices:

(a) The Office of Dealer for the Transaction isitMpplicable.

(b)The Office of Counterparty for the Transaction8800 S. Federal Way, Boise, Idaho 83716-9632.

5. Notices For purposes of this Confirmation:

(a) Address for notices or communications to Cerparty:

To: Micron Technology, Inc.
8000 South Federal Way
Boise, Idaho 83716




Attn: Treasurer
Telephone: (208) 368-4000
Facsimile: (208) 368-4540

With a copy to:

To: Micron Technology, Inc.
8000 South Federal Way
Boise, ldaho 83716

Attn: General Counsel

Telephone: (208) 368-4000

Facsimile: (208) 368-4540

and

To: Wilson Sonsini Goodrich & Rosati

Professional Corporation
650 Page Mill Road
Palo Alto, CA 94304

Attn: John A. Fore, Esq.
Telephone: (650) 493-9300
Facsimile: (650) 493-6811

(b) Address for notices or communications to Deale

To: [ ]
[ ]
[ ]
[ ]
Attn: [ ]
Telephone: [ ]
Facsimile: [ ]
Email: [ ]

6. Representations, Warranties and Agreements

(@) In addition to the representations, warentind agreements in the Agreement and those gedtalsewhere herein, Counterp
represents and warrants to and for the beneféraf,agrees with, Dealer as follows:

(i) On the Trade Date (A) none of Counterpartg &s officers and directors is aware of any materonpublic informatio
regarding Counterparty or the Shares and (B) albms and other documents filed by Counterparthlite Securities and Exchal
Commission pursuant to the Exchange Act when censtias a whole (with the more recent such reortisdocuments deemec
amend inconsistent statements contained in anjeearch reports and documents), do not containustgue statement of a mate
fact or any omission of a material fact requiredot stated therein or necessary to make the statertigerein, in the light of tl
circumstances in which they were made, not misteadi

(i) Counterparty intends the Transaction tolifjyaas an equity instrument for purposes of EIT¥sUe No. 0@9 and fo
purposes of U.S. Generally Accepted Accounting diples (“ GAAP ). Without limiting the generality of Section 13.1 thfe Equity
Definitions, Counterparty acknowledges that De#@eanot making any representations or warrantieb wéspect to the treatment of
Transaction under any accounting standards incdlidivithout limitation, ASC Topic 260Earnings Per Share ASC Topic 81¢
Derivatives and Hedging ASC Topic 480,Distinguishing Liabilities from Equityand ASC 815-40Derivatives and Hedging
Contracts in Entity’s Own Equitfor any successor issue statements) or under FAS&lities & Equity Project.
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(i) Prior to the Trade Date, Counterparty $hdgliver to Dealer a resolution of Counterpastygoard of directors (or
authorized committee thereof) authorizing the Taatisn and such other certificate or certificatePaaler shall reasonably request.

(iv) On the Trade Date, without limiting the geality of Section 3(a)(iii) of the Agreement, tieansaction will not violal
Rule 13e-1 or Rule 13e-4 under the Exchange Act.

(v) Counterparty is not entering into this Comfation to create actual or apparent trading agtiin the Shares (or a
security convertible into or exchangeable for Sgpm@ to manipulate the price of the Shares (or s@gurity convertible into
exchangeable for Shares) or otherwise in violatibtihe Exchange Act.

(vi) Counterparty is not, and after giving etfém the transactions contemplated hereby willbmtan “investment company”
as such term is defined in the Investment CompartyoA1940, as amended.

(vii) On the Trade Date and on the Premium Paynimate (A) the assets of Counterparty at their ¥aiuation exceed tl
liabilities of Counterparty, including contingerialilities, (B) the capital of Counterparty is adatp to conduct the business
Counterparty and (C) Counterparty has the abititpdy its debts and obligations as such debts manuo does not intend to, or does
believe that it will, incur debt beyond its ability pay as such debts mature.

(viiiy  (A) During the period starting on the aitle Date and ending on the day Dealer establishesitial Hedge Positiot
with respect to the Capped Call Transactions (th@tial Hedge Period ”), and during each period starting on the first ExjppraDate
and ending on the last Expiration Date (in eacle chsring a common Final Disruption Date (eactSettlement Period”)), the Share
or securities that are convertible into, or exclestige or exercisable for Shares shall not be, stitijea “restricted period ds such ter
is defined in Regulation M under the Exchange AdRégulation M ”) and (B) Counterparty shall not engage in anystidbbution,” as
such term is defined in Regulation M, other thatistribution meeting the requirements of the exiceyst set forth in sections 101(b)(
and 102(b)(7) of Regulation M, until the second liatege Business Day immediately following the Ihiti@dge Period or the relevi
Settlement Period, as applicable.

(ix) During the Initial Hedge Period, neither @aerparty nor any “affiliate” or “affiliated purelser” gach as defined in Rt
10b-18 under the Exchange Act Rule 10b-18")) shall directly or indirectly (including, withdulimitation, by means of any cash-
settled or other derivative instrument) purchadégrao purchase, place any bid or limit order thaduld effect a purchase of,
commence any tender offer relating to, any Shasesuf equivalent interest, including a unit of Hesial interest in a trust or limite
partnership or a depository share) or any secwityvertible into or exchangeable or exercisable Sbares (including, witho
limitation, any Rule 10b-18 purchases of blocksdefined in Rule 104-8)), except through [ ]. Counterpeepresent
and warrants that neither it nor any affiliatedghaser has made any purchases of blocks pursuém fmroviso in Rule 10&8(b)(4
during the four full calendar weeks immediatelyqaing the start of the Initial Hedge Period.

(x) During each Settlement Period, neither Cerpdrty nor any “affiliate” or “affiliated purchase(each as defined in Rt
10b-18) shall directly or indirectly (including, thibut limitation, by means of any cashttled or other derivative instrument) purch
offer to purchase, place any bid or limit orderttivauld effect a purchase of, or commence any teaoffer relating to, any Shares (or
equivalent interest, including a unit of benefidrgkrest in a trust or limited partnership or pakgtory share) or any security convert
into or exchangeable or exercisable for Shares.
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(b) Each of Dealer and Counterparty agrees epkbsents that it is an “eligible contract partiiti as defined in Section 1a(12) of
U.S. Commodity Exchange Act, as amended.

(c) Each of Dealer and Counterparty acknowledpes the offer and sale of the Transaction tcsiintended to be exempt fr
registration under the Securities Act of 1933, memlded (the ‘Securities Act”), by virtue of Section 4(2) thereof. Accordingly, Gderpart
represents and warrants to Dealer and Dealer mmpieso Counterparty that (i) it has the finanahllity to bear the economic risk of
investment in the Transaction and is able to beata loss of its investment and its investmentgamd liabilities in respect of the Transact
which it understands are not readily marketable,rant disproportionate to its net worth, and iaide to bear any loss in connection with
Transaction, including the loss of its entire irtwesnt in the Transaction, (ii) it is an “accrediiesgiestor”as that term is defined in Regulatiol
as promulgated under the Securities Act, (iii)sittntering into the Transaction for its own accowithout a view to the distribution or res
thereof, (iv) the assignment, transfer or othepalition of the Transaction has not been and willle registered under the Securities Act a
restricted under this Confirmation, the Securies and state securities laws, (v) its financiahdibion is such that it has no need for liqui
with respect to its investment in the Transactiod ao need to dispose of any portion thereof tsfyadiny existing or contemplated undertal
or indebtedness and is capable of assessing thsmeand understanding (on its own behalf or tigto independent professional advice),
understands and accepts, the terms, conditionssksdof the Transaction.

(d) Each of Dealer and Counterparty agrees ahahcavledges that Dealer is a “financial institutibfiswap participant”and/o
“financial participant” within the meaning of Semtis 101(22), 101(53C) and 101(22A) of Title 11t tUnited States Code (théBankruptcy
Code ™). The parties hereto further agree and acknowde@ that this Confirmation is (i) a “securitiesrtract,” as such term is defined
Section 741(7) of the Bankruptcy Code, with resgecivhich each payment and delivery hereunder‘settlement payment,as such term
defined in Section 741(8) of the Bankruptcy Code] i) a “swap agreementds such term is defined in Section 101(53B) ofBhekruptc
Code, with respect to which each payment and dglilereunder is a “transferds such term is defined in Section 101(54) of thekBuptc
Code, and (B) that Dealer is entitled to the priddes afforded by, among other sections, Secti@¥8(6), 362(b)(17), 546(e), 546(g), 555
560 of the Bankruptcy Code.

(e) Counterparty hereby agrees and acknowletiygsthe Transaction has not been registered wvhigh Securities and Exchar
Commission or any state securities commission aatlthe Options are being written by Dealer to Gexparty in reliance upon exemptic
from any such registration requirements. Counteypacknowledges that all Options acquired from Beatill be acquired for investme
purposes only and not for the purpose of resaletluer transfer except in compliance with the rezmients of the Securities Act. Counterp
will not sell or otherwise transfer any Option aryainterest therein except in compliance with tequirements of the Securities Act and
subsequent offer or sale of the Options will beslgofor Counterpartys account and not as part of a distribution thatld/de in violation of th
Securities Act.

(f) Each party acknowledges and agrees to hasddy the Conduct Rules of the Financial Industggulatory Authority, In
applicable to transactions in options, and furtignees not to violate the position and exercisédiset forth therein.

7. Repurchase Notice€ounterparty shall, on any day on which Counteypeffects any repurchase of Shares, promptly §eale
a written notice of such repurchase (Répurchase Notice’) on such day if following such repurchase, the Nofercentage as determinec
such day is greater by 0.5% than the Notice Peaigenihcluded in the immediately preceding RepureiNatice (or, in the case of the first s
Repurchase Notice or the first such Repurchaseclatiter the initial Expiration Date, greater ti#ag%). The “Notice Percentag€’ as of an
day is the fraction (A) the numerator of whichhe taggregate of the Number of Shares for all Cormptsnunder the Transaction and undet
other Capped Call Transactions between Dealer anmht€rparty and (B) the denominator of which is tkenber of Shares outstanding on ¢
day. In the event that Counterparty fails to previzealer with a Repurchase Notice on the day atldeirmanner specified in this Section 7, 1
Counterparty to the extent permitted by law agteemdemnify and hold harmless Dealer, its affégtand their respective directors, offic
employees, agents and controlling persons (Dealteach such person being amdemnified
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Person”) from and against any and all losses (includiogsks relating to Dealsrhedging activities as a consequence of becoroimgf, the ris|
of becoming, a Section 16 “insidelificluding without limitation any forbearance froredging activities or cessation of hedging actigitén(
any losses in connection therewith with respet¢héTransaction), claims, damages and liabilitgsagtions in respect thereof), joint or sevi
to which such Indemnified Person is subject, initigdwithout limitation, Section 16 of the Exchanget), relating to or arising out of su
failure. If for any reason the foregoing indemrdtion is unavailable to any Indemnified Personnsufficient to hold harmless any Indemnil
Person, then Counterparty shall contribute, tatlagimum extent permitted by law, to the amount maigayable by the Indemnified Person
result of such loss, claim, damage or liability. dddition, Counterparty will reimburse any Indenedf Person for all reasonable expel
(including reasonable counsel fees and expensetf)egsare incurred (after notice to Counterparty)connection with the investigation
preparation for or defense or settlement of anydpgnor threatened claim or any action, suit orcpetling (including any governmental
regulatory investigation) arising therefrom, whetbenot such Indemnified Person is a party theagtd whether or not such claim, action, su
proceeding is initiated or brought by or on belwdlfCounterparty. This indemnity shall survive tr@mpletion of the Transaction contemple
by this Confirmation and any assignment and delegatf the Transaction made pursuant to this Cordiion or the Agreement shall inure to
benefit of any permitted assignee of Dealer. Issiikmnot be liable under this indemnity provisitm the extent any loss, claim, damage, liak
or expense is found in a final judgment by a ctauttave resulted from Dealer’s gross negligenosilliul misconduct.

8. _Transfer or AssignmenfNeither party may transfer any of its rights bligations under the Transaction without the priitten
consent of the notransferring party (such consent not to be unreasignwvithheld); provided that if at any time thelly Percentage excee
9%, Dealer may immediately, in its sole discretisansfer or assign a number of Options suffictenteduce the Equity Percentage to 8.5'
any affiliate of Dealer whose obligations are guéead by [ ] or any third party with ¥ith a guarantor (a Third Party
Guarantor ") that has) a rating for its long-term, unsecussd unsubordinated indebtedness ofoh-better by Standard & Poor's Rati
Services or its successor$&P ), or A3 or better by Moody's Investors Servicec.l (“ Moody's ") or, if either S&P or Moody's ceases to
such debt, at least an equivalent rating or béftex substitute agency rating mutually agreed byr@erparty and Dealer; provided however ¢
Third Party Guarantor shall provide a guarantee iform reasonably satisfactory to the Counterpartyonnection with such transfer
assignmentprovided furtherthat the Dealer provide prompt notice to Countdgpaf any such transfer. If, in the discretion oédber, Dealer
unable to effect such transfer or assignment @fterommercially reasonable efforts on pricing temeasonably acceptable to Dealer, Dealer
designate any Scheduled Trading Day as an Eariyihation Date and an Additional Termination Datalshe deemed to occur with respec
a portion (the “Terminated Portion ") of the Transaction, allocated to Components asddattermines in its discretion, such that the &
Percentage following such partial termination Wil equal to or less than 8.5%. In the event thalddeso designates an Early Termination |
with respect to a portion of the Transaction, arpayt shall be made pursuant to Section 6 of thedment as if (i) an Early Termination D
had been designated in respect of a Transactiomdaerms identical to the Transaction and a NundfeDptions equal to the Termina
Portion, (ii) Counterparty shall be the Affectedtiyavith respect to such partial termination arij §uch portion of the Transaction shall be
only Affected Transaction. The Equity Percentage” as of any day is the fraction (A) the numeratomtiich is the number of Shares t
Dealer or any of its affiliates that are subjecagmregation with Dealer beneficially own (withlmetmeaning of Section 13 of the Exchange
on such day and (B) the denominator of which isrtbmber of Shares outstanding on such day. Nottaitisng Section 7 of the Agreeme
Counterparty may assign its rights and obligationder the Transaction, in whole or in part, on ®m@asonably acceptable to both pat
without any payment being owed from Counterpartipéaler.
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9. Staggered Settlementf Dealer determines reasonably and in good fditit the number of Shares required to be delivéo
Counterparty hereunder on any Settlement Date woal@ resulted in the Equity Percentage (as defitede) on such date to exceed 4
then Dealer may, by notice to Counterparty on @orpio such Settlement Date (aNominal Settlement Date”), elect to deliver the Sha
comprising the related Number of Shares to be Betig on two or more dates (each, @tdggered Settlement Daté) or at two or more time
on the Nominal Settlement Date as follows:

(@) in such notice, Dealer will specify to Coenparty the related Staggered Settlement Datedfifgteof which will be such Nomin
Settlement Date and the last of which will be nedahan twenty (20) Scheduled Trading Days follogvsuch Nominal Settlement Date!
delivery times and how it will allocate the Shaites required to deliver hereunder among the Stegr) Settlement Dates or delivery times; and

(b) the aggregate number of Shares that Deaillerdeliver to Counterparty hereunder on all sudaggered Settlement Dates
delivery times will equal the number of Shares haaler would otherwise have been required to deln such Nominal Settlement Date.

10. _Extension of SettlemenDealer may divide any Component into additionahfponents and designate the Expiration Date
Final Disruption Date and the Number of Options dach such Component if Dealer determines, ine#sanable discretion, that such fur
division is necessary or advisable to preserve é@&ahedging activity hereunder in light of existinguidity conditions or to enable Dealel
effect purchases of Shares in connection with édging activity hereunder in a manner that woudl@ealer were Counterparty or an affilia
purchaser of Counterparty, be compliant with aggtiie legal and regulatory requirements.

11. _Early Termination RightCounterparty may elect to terminate the Traneacin whole or in part, prior to the relevant Engpior
Date, on terms acceptable to both parties, aralic termination occurs following the payment & gremiums for all Components, without
payment being owed from Counterparty to Dealer.

12. _Equity Rights Dealer acknowledges and agrees that this Contiiomas not intended to convey to it rights withspect to th
Transaction that are senior to the claims of commimekholders in the event of Counterpastypankruptcy. For the avoidance of doubt,
parties agree that the preceding sentence shadippdy at any time other than during Counterparbankruptcy to any claim arising as a rest
a breach by Counterparty of any of its obligatiander this Confirmation or the Agreement. For tiieidance of doubt, the parties acknowle
that this Confirmation is not secured by any cellat that would otherwise secure the obligation€afinterparty herein under or pursuant to
other agreement.

13.  Alternative Calculations and Payment onlEdrermination and on Certain Extraordinary Eventdf Dealer shall ow
Counterparty any amount pursuant to Section 12tReEquity Definitions and “Consequences of Mergeents’above, or Sections 12.3, 12
12.7 or 12.9 of the Equity Definitions (except metevent of a Tender Offer or a Merger Event, icheease, in which the consideratior
proceeds to be paid to holders of Shares consitly f cash) or pursuant to Section 6(d)(ii) loé tAgreement (except in the event of an E
of Default in which Counterparty is the DefaultiRgrty or a Termination Event in which Counterpdstthe Affected Party, that resulted fronr
event or events within Counterparty’s control) (2&yment Obligation ”), Counterparty shall have the right, in its sole @ition, to requir
Dealer to satisfy any such Payment Obligation leyShare Termination Alternative (as defined belbwyiving irrevocable telephonic notice
Dealer, confirmed in writing within one Scheduledading Day, between the hours of 9:00 A.M. and 42081. New York City time on tf
Merger Date, Tender Offer Date, Announcement Da#gly Termination Date or other date of terminatias applicable (‘Notice of Share
Termination ”). Within a commercially reasonable period of timeldaling receipt of a Notice of Share Termination,al® shall deliver t
Counterparty a number of Share Termination Delivémts having a cash value equal to the amounuaoii $ayment Obligation (such numbe
Share Termination Delivery Units to be delivered#&determined by the Calculation Agent as the rermbwhole Share Termination Delivi
Units that could be purchased over a commerciahsonable period of time with the cash equivalésuch payment obligation) (theShare
Termination Alternative ”).
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Share Termination Delivery Unit:In the case of a Termination Event, Event of DdfdDeélisting or Additional Disruption Event, one 8k or

Failure to Deliver:

Other applicable provisions:

in the case of an Insolvency, Nationalization, Mergvent or Tender Offer, one Share or a unit &tingj o
the number or amount of each type of property kexkby a holder of one Share (without consideratit
any requirement to pay cash or other consideratidieu of fractional amounts of any securities)sact
Insolvency, Nationalization, Merger Event or Ten@dfer. If such Insolvency, Nationalization, Merdeven
or Tender Offer involves a choice of consideratiorbe received by holders, such holder shall bengeletc
have elected to receive the maximum possible amafuresh.

Applicable

If Share Termination Alternative is applicable, {h@visions of Sections 9.8, 9.9, 9.10, 9.11 ari® @f the
Equity Definitions will be applicable as if Physicgettlement applied to the termination of the Bition
except that all references to “Shares” shall bel Emreferences to “Share Termination Delivery £Jn#nc
providedthat the Representation and Agreement contain&@gation 9.11 of the Equity Definitions shall
modified by excluding any representations theredhating to restrictions, obligations, limitations
requirements under applicable securities laws assalt of the fact that Buyer is the issuer of @hart
Termination Delivery Units (or any part thereof).

14. _SefOff . The parties agree to amend Section 6 of the Ageae by replacing Section 6(f) in its entirety witte following:

“(f) Upon the occurrence of an Event of Defaulff@rmination Event with respect to a party who s Befaulting Party or
the Affected Party (X "), the other party (*Y ") will have the right (but not be obliged) withoptior notice to X or any
other person to set-off or apply any obligation<afinder an Equity Contract owed to Y (or any A#ik of Y) (whether or
not matured or contingent and whether or not agisinder the Agreement, and regardless of the ccyrgrace of payment
or booking office of the obligation) against anyligation of Y (or any Affiliate of Y) under an Edyi Contract owed to X
(whether or not matured or contingent and whethienad arising under the Agreement, and regardlégtieo currency,
place of payment or booking office of the obliga)ioY will give notice to the other party of anytsdf effected under this

Section 6(f).

“ Equity Contract " shall mean for purposes of this Section 6(f) @amnsaction relating to Shares between X and Y (or
any Affiliate of Y) that qualifies as ‘equity’ undapplicable accounting rules.

Amounts (or the relevant portion of such amountject to set-off may be converted by Y into therii@ation Currency
at the rate of exchange at which such party woela@lde, acting in a reasonable manner and in gaitid to purchase the
relevant amount of such currency.

If any obligation is unascertained, Y may in goadH estimate that obligation and set-off in respdc¢he estimate, subject
to the relevant party accounting to the other witienobligation is ascertained.

Nothing in this Section 6(f) shall be effectivedieate a charge or other security interest. Thigi@e6(f) shall be without
prejudice and in addition to any right of set-afémbination of accounts, lien or other right to erhiany party is at any
time otherwise entitled (whether by operation @f,laontract or otherwise).”
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15. _Amendment to Equity DefinitionSolely for purposes of applying the Equity Defioits and for purposes of this Confirmat
any reference in the Equity Definitions to a Strikéce shall be deemed to be a reference to aithidie Strike Price or the Cap Price, or bott
appropriate.

16. _Disclosure Effective from the date of commencement of disguss concerning the Transaction, Counterparty eawh of it
employees, representatives, or other agents malpsisto any and all persons, without limitatioraak kind, the tax treatment and tax struc
of the Transaction and all materials of any kinttliiding opinions or other tax analyses) that amviged to Counterparty relating to such
treatment and tax structure.

17. _Unwind. In the event the sale of the 1.5% Convertiblei@eNotes due 2031 and 1.875% Convertible Seniadedldue 2031
not consummated with the initial purchasers purstathe Purchase Agreement, for any reason bgldse of business in New York on July
2011 (or such later date as agreed upon by théeparhich in no event shall be later than the tldaheduled Trading Day following July ;
2011) (such date or such later date as agreed hgiag the “Accelerated Unwind Date”), the Transaction shall automatically terminattee(*
Accelerated Unwind”) on the Accelerated Unwind Date and (i) the Traneacand all of the respective rights and obligagiaf Dealer an
Counterparty under the Transaction shall be camtelhd terminated and (ii) each party shall beaseld and discharged by the other party
and agrees not to make any claim against the @iy with respect to any obligations or liabilgief the other party arising out of and tc
performed in connection with the Transaction eithgor to or after the Accelerated Unwind Dapepvidedthat Counterparty shall reimbu
Dealer for any costs or expenses (including madetes) relating to the unwinding of its hedgingvéties in connection with the Transact
(including any loss or cost incurred as a resulitoterminating, liquidating, obtaining or reedtshing any hedge or related trading positi
which shall be paid in cash or Shares at the opmiotihe Counterparty (and if paid in Shares, whh market valuation of such Shares b
determined in a commercially reasonable mannerhbyQalculation Agent). The amount of any such reireement shall be determined
Dealer in its sole good faith discretion. Dealealshotify Counterparty of such amount and Couraeipshall pay such amount in immedia
available funds on the Early Unwind Date. Dealat @ounterparty represent and acknowledge to ther ¢liat upon an Accelerated Unwind
the satisfaction of counterpargypayment obligation, if any, as specified in thection 17, all obligations with respect to theniaction shall k
deemed fully and finally discharged.

18. _No Collateral by Counterpartilo collateral is required to be posted by Counterpdy in respect of the Transaction.
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19. Disposition of Hedge ShareSounterparty hereby agrees that if at any time¢hé reasonable judgment of counsel for the Dg
the Shares acquired by Dealer for the purpose adihg its obligations pursuant to the Transactmthér than such Shares, if any, that are, ¢
time of such determination, due to be deliverecCtunterparty in connection with a Net Share Setletof the Transaction) (the Medge
Shares”), cannot be sold in the U.S. public market by Dewlighout registration under the Securities Act, Cleuparty shall, at its election:
in order to allow Dealer to sell the Hedge Sharea registered offering, use its commercially reafde efforts to make available to Deale
effective registration statement under the Seawifict to cover the resale of such Hedge Shareg/Andnter into an agreement, in form :
substance reasonably satisfactory to Dealer, sufimty in the form of an underwriting agreement fa registered offering, (B) provi
accountant’s “comfort’letters in customary form for registered offeringfsequity securities, (C) provide disclosure opirgoof nationall
recognized outside counsel to Counterparty custprmaiorm for registered offerings of equity sedigs, (D) provide other customary opinic
certificates and closing documents customary imftor registered offerings of equity securities dB)l afford Dealer a reasonable opportunit
conduct a “due diligence” investigation with respecCounterparty customary in scope for underemitbfferings of equity securitieprovided
however, that if Dealer, in its reasonable discretionn@ satisfied with access to due diligence materite results of its due diliger
investigation, or the procedures and documentdtiothe registered offering referred to above, tokuse (ii) or clause (iii) of this Section
shall apply at the election of Counterparty; (i) drder to allow Dealer to sell the Hedge Sharea private placement, enter into a pri
placement agreement substantially similar to pevalacement purchase agreements customary fort@rplacements of equity securities
form and substance reasonably satisfactory to Demleluding customary representations, covenarite sky and other governmental filit
and/or registrations, indemnities to Dealer, dugece rights (for Dealer or any designated bwfethe Hedge Shares from Dealer), opin
and certificates and such other documentation asstomary for private placements agreementsgalanably acceptable to Dealer (in wi
case, the Calculation Agent shall make any adjustsnéo the terms of the Transaction that are necgs$n its reasonable judgment,
compensate Dealer for any discount from the pubkicket price of the Shares incurred on the saldeafge Shares in a private placement
(i) purchase the Hedge Shares from Dealer aVW\P Price on such Exchange Business Days, angeiminounts, as requested by Dealer.

20. Opinion of Counsel Counterparty shall deliver an opinion of counsklted as of the Trade Date, in substantially tren
attached hereto as Annex B.

21. lllegality. The parties agree that for the avoidance of ddabpurposes of Section 5(b)(i) of the Agreeméany applicable law”
shall include the Dodd-Frank, without regard tot®ec739 of the Dodd-rank or any similar legal certainty provision imydegislation enacte
or rule or regulation promulgated, on or after tla¢e on which a Transaction is entered into, aedctinsequences specified in the Agreer
including without limitation, the consequences $fied in Section 6 of the Agreement, shall apphaty lllegality arising from any such act, r
or regulation.

22. Waiver of Trial by Jury EACH OF COUNTERPARTY AND DEALER HEREBY IRREVOCABLY WAIVES (ON ITS
OWN BEHALF AND, TO THE EXTENT PERMITTED BY APPLICAB LE LAW, ON BEHALF OF ITS STOCKHOLDERS) ALL
RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON CONTRACT,
TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO TH E TRANSACTION OR THE ACTIONS OF DEALER OR ITS
AFFILIATES OR COUNTERPARTY OR ITS AFFILIATES IN THE NEGOTIATION, PERFORMANCE OR ENFORCEMENT
HEREOF.

23. _Governing Law THE AGREEMENT AND THIS CONFIRMATION SHALL BE GOVERNED BY THE LAWS OF THE
STATE OF NEW YORK. THE PARTIES HERETO IRREVOCABLY S UBMIT TO THE EXCLUSIVE JURISDICTION OF THE
COURTS OF THE STATE OF NEW YORK AND THE UNITED STAT ES COURT FOR THE SOUTHERN DISTRICT OF NEW
YORK IN CONNECTION WITH ALL MATTERS RELATING HERETO AND WAIVE ANY OBJECTION TO THE LAYING OF
VENUE IN, AND ANY CLAIM OF INCONVENIENT FORUM WITH RESPECT TO, THESE COURTS.
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24. Regulatory Provisions Counterparty represents and warrants that it hesiwed and read and understands the Notit
Regulatory Treatment and the OTC Option Risk Disgie Statement.

25. _Role of Agent Each party agrees and acknowledges that: (i) Aigemcting as agent for both parties but doesgnarantee tf
performance of either party; (ii) Dealer is not amber of the Securities Investor Protection Corpama (i) Agent, Dealer and Counterpa
each hereby acknowledges that any transactionselayebor Agent in the Shares will be undertakerDegler as principal for its own accot
and (iv) all of the actions to be taken by Dealsd Agent in connection with the Transaction shaltéken by Dealer or Agent independently
without any advance or subsequent consultation Gdhnterparty; and (v) Agent is hereby authorizeddt as agent for Counterparty only to
extent required to satisfy the requirements of Rifl@-6 under the Exchange Act in respect of thepgtdescribed hereunder.

26. _Additional Provisions Counterparty understands and agrees that Agdhteti as agent for both parties with respect te
Transaction. Agent is so acting solely in its cafyaas agent for Counterparty and Dealer pursuaimstructions from Counterparty and Dee
Agent shall have no responsibility or personaliligbto either party arising from any failure bytleer party to pay or perform any obligat
under the Transaction. Each party agrees to proseletly against the other to collect or recover amount owing to it or enforce any of
rights in connection with or as a result of thengaction.
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Please confirm that the foregoing correctly setthfthe terms of the agreement between Dealer ancht€rparty with respect to the
Transaction, by manually signing this Confirmatmrthis page hereof as evidence of agreement totsums and providing the other
information requested herein and returning an ebegccopy to us.

Yours faithfully,
[ ]

By:
Name:
Title:
[ ]
as Agent
By:
Name:

Title:




Agreed and Accepted By:

MICRON TECHNOLOGY, INC.

By:

Name:
Title:



MICRON TECHNOLOGY, INC.

SUBSIDIARIES OF THE REGISTRANT

EXHIBIT 21.1

State (or Jurisdiction) in which

Name Organized
IM Flash Technologies, LLC Delaware

IM Flash Singapore, LLP Singapore
Lexar Media, Inc. Delaware
Micron Europe Limited? United Kingdom
Micron Japan, Ltd® Japan

Micron Semiconductor Asia Pte. Ltd). Singapore
Micron Semiconductor B.V. Netherlands
Micron Semiconductor International, Ltd. Cayman Islands
Micron Semiconductor Israel Ltd. Israel

Micron Semiconductor Italia S.r.I. Italy

Micron Semiconductor Malaysia Sdn. Bhd. Malaysia
Micron Semiconductor Products, Ir. Idaho

Micron Semiconductor (Xi’an) Co., Ltd. China

Micron Technology Italia S.r.I. Italy

Numonyx B.V. Netherlands
Numonyx Holdings B.V. Netherlands

@ Also does business as Lexar Media

@ Also does business as Crucial Technology



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referém¢lee Registration Statements on Form S-3 (Fide.N833-143026, 333-158473) and S-8
(File Nos. 333-17073, 333-50353, 333-71249, 3335282 333-103341, 333-111170, 333-120620, 333-133883-135459, 333-140091, 333-
148357, 333-159711, 333-167536, 333-167536a, 333417 of Micron Technology, Inc. of our report dhtectober 25, 2011, relating to the

financial statements, financial statement schedatkthe effectiveness of internal control overfiicial reporting, which appears in this Form 10-
K.

/sl PricewaterhouseCoopers LLP
San Jose, CA
October 25, 2011



EXHIBIT 23.2

Consent of Independent Registered Public Accountingirm

The Board of Directors
Inotera Memories Inc.:

We consent to the incorporation by reference inréggstration statements on Form S-3 (File Nos-B83026 and 33358473) an
S-8 (File Nos. 333-17073, 333-50353, 333-71249,-B&3545, 333-103341, 333-111170, 333-120620, 33663, 333135459
333-140091, 333-148357, 333-159711, 333-167536,183536a, 333-71717) of Micron Technology, Inc. of our audit ogf
dated March 28, 2011, with respect to the balamets of Inotera Memories Inc. as of December 8D92and 2010, and t
related statements of operations, changes in stbd&is' equity, and cash flows for the years theted, which report appears in
September 1, 2011 annual report on Form 10-K ofrdficTechnology, Inc.

Our report contains an explanatory paragraph thées Inotera Memories Inc. did not maintain a miunin current ratio of 1:1 anc
maximum debt to equity ratio of 1.5:1 at Decembgr 3010, as part of the financial covenants origygneequired of Inoter
Memories Inc. under its syndicated bank loan agesgs1 On October 21, 2010, however, the syndicatdks formally agreed
waive the requirement of Inotera Memories Inc.amply with its financial loan covenants for thedirtial statement period enc
June 30, 2010. As of December 31, 2010, Inotera tiE®m Inc. was still in breach of the financial eoants to maintain
minimum current and leverage ratios. As Inotera Meges Inc. is required to cure these breachesteo than the end of June 20
it will prepare to submit a formal letter to the maging bank to request for a waiver from complyivith these financial covenar
so that the managing bank can convene a meetitigedfanks to discuss the aforesaid breach andadveebefore the expiration
the remedial period on whether a waiver of the theaill be granted. The potential consequencestdera Memories Inc. of
breach of any of its financial covenants pursuaritst syndicated bank loan agreements are alsaideddn Notes 19(b)(iii) and 27
(i) to the Inotera Memories Inc. financial statetsen

Our report contains an explanatory paragraph tla#és effective January 1, 2009, Inotera Memornmes adopted the newly revis
SFAS No. 10 “Inventoriesunder which, the unallocated fixed overhead andctlilabor cost of NT$12,903,228 thousand and
from price recovery of inventories of NT$1,767,884usand were charged to costs of goods sold éoyd¢lar ended December
2010.

KPMG

October 25, 2011
Taipei, Taiwan (the Republic of China)



EXHIBIT 31.1

RULE 13a-14(a) CERTIFICATION OF
CHIEF EXECUTIVE OFFICER

I, Steven R. Appleton, certify that:
1. I have reviewed this annual report on Form 16fKiicron Technology, Inc.;

2. Based on my knowledge, this report does notadoemny untrue statement of a material fact ont@amstate a material fact necessary to make
the statements made, in light of the circumstanogler which such statements were made, not misigadith respect to the period covered
by this report;

3. Based on my knowledge, the financial statements$ agéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

c. Evaluated the effectiveness of the registralidslosure controls and procedures and presenttisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportih@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisquarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant's intef control over financial reporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent et@tuaf internal control over financial
reporting, to the registrant's auditors and thdtanminmittee of the registrant's board of direct@anspersons performing the equivalent
functions):

a. All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refmancial information; and

b. Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: October 25, 2011 /sl Steven R. Appleton

Steven R. Appleton
Chairman and Chief Executive Officer



EXHIBIT 31.2

RULE 13a-14(a) CERTIFICATION OF
CHIEF FINANCIAL OFFICER

I, Ronald C. Foster, certify that:
1. I have reviewed this annual report on Form 16fKiicron Technology, Inc.;

2. Based on my knowledge, this report does notadomny untrue statement of a material fact ontamstate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrant's other certifying officer(sdrare responsible for establishing and maintginiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b. Designed such internal control over finanagdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

c. Evaluated the effectiveness of the registralisslosure controls and procedures and presenttisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportih@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisquarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant's imtef control over financial reporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent etv@tuaf internal control over financial
reporting, to the registrant's auditors and thetanmmmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refpmancial information; and

b. Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: October 25, 2011 /s/ Ronald C. Foster

Ronald C. Foster
Vice President of Finance and Chief Financial Gffic



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. 1350

I, Steven R. Appleton, certify, pursuant to 18 \€.S1350, as adopted pursuant to Section 906 db#nbanes-Oxley Act of 2002, that the
Annual Report of Micron Technology, Inc. on FormHidor the period ended September 1, 2011, fulljpnpbies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that information contained in thenAal Report on Form 10-K fairly presents,
in all material respects, the financial conditioaesults of operations of Micron Technology, Inc.

Date: October 25, 2011 /sl Steven R. Appleton

Steven R. Appleton
Chairman and Chief Executive Officer



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. 1350

I, Ronald C. Foster, certify, pursuant to 18 U.SL850, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that the
Annual Report of Micron Technology, Inc. on FormHK@or the period ended September 1, 2011, fulljnpbes with the requirements of

Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in thendal Report on Form 10-K fairly presents,
in all material respects, the financial conditiordaesults of operations of Micron Technology, Inc.

Date: October 25, 2011 /s/ Ronald C. Foster

Ronald C. Foster
Vice President of Finance and Chief Financial Gific



EXHIBIT 99.1

INOTERA MEMORIES, INC.
FINANCIAL STATEMENTS
DECEMBER 31, 2008, 2009 and 2010
(With Report of Independent Registered Public Accoating Firm)




Report of Independent Registered Public Accountindrirm

The Board of Directors
Inotera Memories, Inc.

We have audited the accompanying balance sheéitmigra Memories, Inc. (the “Companyds of December 31, 2009 and 2(
and the related statements of operations, chamgstckholdersequity, and cash flows for each of the years theaed. Thes
financial statements are the responsibility of @@mpanys management. Our responsibility is to express @nian on thes
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversightuBlo(United States
Those standards require that we plan and perfoenadidlit to obtain reasonable assurance about whisiiaéinancial statements |
free of material misstatement. An audit includearaiing, on a test basis, evidence supporting theuats and disclosures in
financial statements. An audit also includes assgshe accounting principles used and signifi@sitmates made by managem
as well as evaluating the overall financial statetm@esentation. We believe that our audits prodadeeasonable basis for
opinion.

In our opinion, the financial statements referredabove present fairly, in all material respedtg financial position of Inote
Memories, Inc. as of December 31, 2009 and 2010 ,tl@ results of its operations and its cash fllovghe years then ended,
conformity with the accounting principles generallycepted in the Republic of China.

As disclosed further in Notes 14 and 27(i) to timauficial statements, the Company did not maintaimramum current ratio of 1
and a maximum debt to equity ratio of 1.5:1 at Delser 31, 2010, as part of the financial covenanigir@lly required of th
Company under its syndicated bank loan agreem@msOctober 21, 2010, however, the syndicate banisdlly agreed to wai
the requirement of the Company to comply with it&fcial loan covenants for the financial statenpariod ended June 30, 20
As of December 31, 2010, the Company was stillreabh of the financial covenants to maintain a mimn current and levera
ratios. As the Company is required to cure thesadires no later than the end of June 2011, itpnglbare to submit a formal let
to the managing bank to request for a waiver froamplying with these financial covenants, so thatitanagindank can convel
a meeting of the Banks to discuss the aforesaidchrand to resolve before the expiration of the &#al Period on whethel
waiver of the breach will be granted. The potenti@hsequences to the Company of a breach of aritg dihancial covenan
pursuant to its syndicated bank loan agreementsalspedescribed in Notes 19(b)(iii) and 27(i) te fmancial statements.




As described in Note 3 to the financial statemesffective January 1, 2009, the Company adopteché¢indy revised SFAS No. .
“Inventories”, under which, the unallocated fixed overhead andatlitabor cost of NT$12,903,228 thousand and gaim fprice
recovery of inventories of NT$1,767,684 thousandengharged to costs of goods sold for the yeare&BiEember 31, 2010.

Accounting principles generally accepted in the ldje of China vary in certain significant respefitsm accounting principle

generally accepted in the United States of Ameltiti@rmation relating to the natué such differences is presented in Note z
the financial statements.

KPMG

Taipei, Taiwan (the Republic of China)
March 28, 2011




INOTERA MEMORIES, INC.

BALANCE SHEETS
DECEMBER 31, 2009 and 2010
(Expressed in thousands of New Taiwan Dollars)

December 31,

2009 2010
Assets
Current assets:
Cash and cash equivalents (notes 4 and 19) $  5,376,22! 5,108,66
20)Current portion of lease receivables (notes 7 5,857 6,211
Accounts receivablerelated parties (notes 19 9,523,45: 5,729,04
and 20)
Other receivables 45,08t 758,69:
20)Other receivablesrelated parties (notes 7 and 17,41¢ 14,10¢
Inventories, net (note 6) 3,456,041 4,505,66.
Prepayments 492,91° 1,748,94:
Deferred income tax assetsurrent, net (note
16) - -
Total current assets 18,916,99 17,871,33
Property, plant and equipment (notes 7, 8, 9, 14,
20 and 21):
Land 2,830,11 2,830,11°
Buildings 5,651,97 5,738,57.
Machinery and equipment 163,605,83 207,382,02
Vehicles 5,48¢ 5,48¢
Leased assets 2,656,22! 2,656,22:
Miscellaneous equipment 16,971,60 18,216,29
191,721,24 236,828,70
Less: accumulated depreciation (99,526,34) (129,452,51)
Less: accumulated impairmeiachinery and - (236,76
equipment
Construction in progress 5,489,941 14,124,07
Net property, plant and
equipment 97,684,83 121,263,50
Intangible asset:
Technical know-how (note 10) 1,446,84. 723,42;
Other assets:
Idle assets (notes 8, 14 and 20) 1,686,191 1,686,191
Refundable deposits 2,471 80,90¢
Deferred charges 18,62« 10,40(
Lease receivabledong-term (notes 7 and 20) 317,28t 311,07
Overdue receivables (note 11) - -
Deferred income tax assetson-current, net
(note 16) 322,46( 322,46(
Total other assets 2,347,03: 2,411,03:
Total Assets $ 120,395,70 142,269,29

See accompanying notes to financial statements.

Liabilities and Stockholders’ Equity
Current liabilities:
Short-term loans (notes 12 and 19)
Notes and accounts payable (note 19)

Accounts payablerelated parties (notes 19 and
20)

Accrued expenses (note 15)

Financial liabilities reported at fair value thrdug
profit or loss (notes 5 and 19)

Other payablesrelated parties (notes 19 and 2(

Current portion of bonds payable (notes 13 and
19)

Current portion of long-term loans (notes 14 an
19)

Other current liabilities
Current portion of lease payables (notes 9 and

Total current liabilities

Long-term liabilities:
Bonds payable (notes 13 and 19)
Long-term loans (notes 14 and 19)

Long-term other payablerelated parties (notes 1
and 20)

Lease payablesong-term (notes 9 and 20)

Total long-term liabilities

Other liabilities:

Accrued pension liabilities (note 15)

Guarantee deposits

Total other liabilities

Total liabilities

Stockholders’ equity (note 17):
Common stock
Capital collected in advance
Capital surplus
Legal reserve
Special reserve
Accumulated deficit (note16)

Total stockholders’ equity

Commitments and contingencies (note 22)
Subsequent event (note 24)

Total Liabilities and Stockholders’ Equity

December 31,

2009 2010
$ 5,930,00! -
3,653,581  10,794,06
71,77" 112,88(
1,331,03.  1,659,83:
567,64: 223,30
2,311,500  4,947,13
1,978,85  2,039,08:
13,250,88  12,866,14
23,83 19,66¢
134,54: 149,32:
20,253,64  32,811,42
16,022,88  13,991,77
21,546,25  39,512,01
1,903,501 =
2,813,500  2,664,18:
42,286,14  56,167,97
25,34¢ 16,96
2,37¢ 3,647
27,71¢ 20,61
71,567,50  89,000,00
3977512  46,378,99
2 3,94(
33,121,31  41,615,90
2,364,14.  2,364,14.
542,60¢ 542,60¢
(26,974,98) (37,636,29)
48,828,19  53,260,28
$120,395,70  142,269,29




INOTERA MEMORIES, INC.
STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2008, 2009 AND 204
(Expressed in thousands of New Taiwan Dollars, expefor loss per share)

For the years ended December 31,

2008 2009 2010
Operating revenues
Sales revenue $ 37,587,14 36,107,25 41,455,43
Sales returns (6,400 (3,219 (1,410
Sales allowances (41,127) (452) (2
Net operating revenues (note 20) 37,539,61 36,103,58 41,454,01
Cost of goods sold (notes 6, 9, 17 and 20) (51,440,18) (44,742,91) (48,856,90)
Gross loss (13,900,57) (8,639,32) (7,402,88)
Operating expenses (note 17):
Administrative and general expenses (3,682,21)) (320,477 (333,070)
Research and development expenses (note 10) (488,029) (681,03) (1,477,89)
Total operating expenses (4,170,23) (1,001,501 (1,810,96)
Operating loss (18,070,80) (9,640,83) (9,213,85)
Non-operating income and gains:
Interest income (notes 7 and 20) 103,33 74,00 32,23:
Foreign exchange gain, net - - 111,99(
Gain on valuation of financial assets (note 5) - - 2,71
Others (notes 7, 9 and 20) 51,91 131,91¢ 94,34¢
Total non-operating income and gains 155,244 205,91 241,28(
Non-operating expenses and losses:
Interest expenses (notes 8, 9 and 20) (2,140,01) (1,622,68) (1,305,06)
Foreign exchange loss, net (299,459 (86,98¢) -
Loss on inventory obsolescence and devaluation (853,94¢) - -
Impairment loss (note 8) - (1,09¢) (236,767)
Loss on valuation of financial assets (note 5) (538,81) (80,097 -
Loss on valuation of financial liabilities (note 5) - (229,67°) (91,439
Others (20,01%) (21,479 (55,477
Total non-operating expenses and losses (3,852,24) (2,042,010 (1,688,74)
Loss before income tax (21,767,80) (11,476,92) (10,661,31)
Income tax expense (note 16) (8,09 - -
Net loss $ (21,775,89) (11,476,92) (10,661,31)
Basic loss per share (note 18)
Before tax $ (6.52) (3.19 (2.3¢)
After tax $ (6.52) (3.19 (2.3¢9)

See accompanying notes to financial statements.




INOTERA MEMORIES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31 , 2008, 2009 AND 210
(Expressed in thousands of New Taiwan Dollars)

Retained earnings

Common Capital collected Capital Legal Special Accumulated
stock in advance surplus reserve reserve deficit Total

Balance as of January 1, 2008 $ 33,375,122 - 29,317,83 2,271,45! 542,60! 6,370,52. 71,877,54
Appropriation

Legal reserve - - - 92,68t - (92,68f) -
Recognition of compensation costs from

exercise of employee stock options - - 15,83¢ - - - 15,83¢
Net loss for the year ended December 31, 2C - - - - - (21,775,89) (21,775,89)
Balance as of December 31, 2008 33,375,122 - 29,333,67 2,364,14. 542,60! (15,498,05) 50,117,48
Increase in capital through offering of GDSs 6,400,00! - 3,704,541 - - - 10,104,54
Recognition of compensation costs from

exercise of employee stock options - - 83,097 - - - 83,097
Net loss for the year ended December 31, 2C - - - - - (11,476,92) (11,476,92)
Balance as of December 31, 2009 39,775,122 - 33,121,31 2,364,14. 542,60! (26,974,98) 48,828,19
Capital increase in cash 6,400,00! - 7,995,001 - - - 14,395,00
Shares issued from exercise of employee stock
options 203,87( 3,94( - - - - 207,81(
Recognition of compensation costs from

exercise of employee stock options - - 499,58! - - - 499,58!
Net loss for the year ended December 31, 2010 - - - - - (10,661,31) (10,661,31)
Balance as of December 31. 2010 $ 46,378,99 3,94( 41,615,90 2,364,14. 542,60" (37,636,29) 53,269,28

See accompanying notes to financial statements.




INOTERA MEMORIES, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31 2008, 2009 and 2010
(Expressed in thousands of New Taiwan Dollars)

For the years ended December 31,

2008 2009 2010
Cash flows from operating activities:
Net loss $ (21,775,89) (11,476,92) (10,661,31)
Adjustments to reconcile net loss to net cash piexviby operating activities

Depreciation 27,711,43 29,603,22 31,137,11
Amortization of deferred charges 13,02( 244,13 776,46¢

Amortization of deferred chargedank loan syndication and underwriter’s charge elot decurities
offering 61,28( - -
Compensation costs arising from share-based pagment 15,83¢ 83,091 499,58!
(Gain from price recovery) loss on obsolescendewsntories 853,94t (1,767,68) 797,06¢
Loss on doubtful accounts 3,345,941 - -
Loss (Gain) on disposal of fixed and idle assets 2,22¢ (8,526 (30,777)
Loss on impairment of fixed assets and idle assets - 1,09¢ 236,76:
Unrealized foreign currency exchange loss (gaied, n 1,205,41! (292,45¢) (510,74
Interest income from capital lease (19,489 (19,17%) (18,84;)
Interest expense from capital lease 5,60¢ 291,82 294,78t
Valuation gain on financial instruments, net 538,81: - -
Net cash received from settlement on maturity médrficial assets 510,95t¢ - -
Gain on terminated capital lease agreement - (7,837 -

Change in operating assets and liabilities:
Increase (decrease) in financial liabilities repdrat fair value through profit or loss, net - 311,83¢ (344,34()
Increase in accounts receivable (387,99) - -
(Increase) decrease in accounts receivatgdiated parties 948,70¢ (6,870,44) 3,5638,25.
Decrease (Increase) in other receivables 20,46¢ 144,77: (713,609
Decrease in other receivable®lated parties (11,959 9,37: 3,31(C
Decrease (increase) in inventories 248,35¢ 1,249,52( (1,846,69)
Decrease (increase) in prepayments 502,26 669,18t¢ (1,256,03)
Decrease (increase) in notes and accounts payable (268,60) 170,72( 570,30(
Increase (decrease) in accounts payatdéated parties (108,78Y 68,101 (3,786
(Decrease) increase in accrued expenses (247,309 174,58¢ 333,32!
Increase (decrease) in other payabledated parties (32,63 13,47: (25,244
Decrease in other current liabilities (56,64¢) (5,015 (4,167)
Decrease (increase) in deferred income tax agsts, 3,32 (17,30%) -
Decrease in accrued pension liabilities (7,976 (6,027 (8,380
Net cash provided by operating activities 13,070,30 12,563,56 22,763,06
Cash flows from investing activities:

Purchases of property, plant and equipment (23,878,50) (7,817,64) (49,180,96)
Proceeds from disposal of fixed and idle assets - - 267,04
Decrease (increase) in refundable deposits 24,004 1,957 (78,439
Decrease in lending to related parties (2,834,92) 2,834,92( -
Increase in deferred charges and intangible assets (6,000 (1,629,70i) -
Decrease in lease receivables 24,69¢ 24,69¢ 24,69¢

Net rach 11sed in investina activitie (26 R70.72) (6 585 760 (48 967 AR\



Cash flows from financing activities:

Increase (decrease) in short-term loans

Proceeds from long-term loans

Repayment of long-term loans

Decrease in bonds payable

(Decrease) increase in guarantee deposits

(Decrease) increase in lending from related parties

Decrease in lease payables

Capital collected in advance

Proceeds from capital increase in cash

Net cash (used in) provided by financing activities

Effect of foreign currency exchange translation
Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental cash flow information:

Interest paid

Less : capitalized interest

3,984,701 1,945,301 (5,930,001
15,820,40 1,670,001 31,395,00
(10,112,91) (15,800,72) (13,222,68)

- (1,980,001 (1,980,001

2,36( (4,559 1,27¢
3,298,701 (1,917,001 1,618,301
(9,310 - (429,329

: : 3,94(

- 10,104,54 14,598,87
12,983,94 (5,982,44) 26,055,36
2,72¢ (28,89) (118,33)
: (33,54 (267,55
(6,023,51) 5,409,761 5,376,22!
5,409,761 5,376,22! 5,108,66'
$2,551,32¢ 1,317,69! 1,405,45.
126,581 12,42¢ 107,00




Interest paid excluding capitalized interest
Income tax paid
Non-cash investing and financing activities:
Current portion of long-term loans
Current portion of lease payables
Current portion of lease receivable
Current portion of bonds payable
Adjustment to write-off the leased assets fromtémmination of capital lease agreement
Adjustment to write-off the lease payables fromtérenination of capital lease agreement
Gain on terminated capital lease agreement
Increase in lease assets arising from new cap#skl agreement
Increase in lease payable arising from new calgitale agreement
Adjustment to recognize interest expense arisiomfnew capital lease
Investing activities affecting both cash and non-ch items:
Acquisition of property, plant and equipment
Decrease (increase) in payables to equipment suppli

Cash paid for acquisition of property, plant andipment

See accompanying notes to financial statements.

$ 2,424,741 1,305, 26 1,298,44!
$ 67,25¢ 18,59¢ 1,32¢
$ 15,844,19 13,250,88 13,031,20
$ 3,874 134,54 149,32
$ 5,52: 5,857 6,211
$ 1,978 47 1,978,85. 2,039,08:
115,88t -

- (123,719 -

- (7,839 -

- (2,656,22) -

- 2,948,04 -

- 291,82 -

$19,692,36t 10,593,28 55,188,82
4,186,13 (2,775,63) (6,007,86)

$ 23,878,50 7,817,64. 49,180,96




INOTERA MEMORIES, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008, 2009 AND 2010
(All amounts are expressed in thousands of New Taam Dollars,
except for per share information or unless otherwis specified)

(1) Organization and Principal Activities

Inotera Memories, Inc. (the “Companyjas legally established with the approval by thenistry of Economic Affairs o
January 23, 2003. The Compasiyhain operating activities are manufacturing aglting semiconductor products. In Jant
2006, the Company was granted approval of its agfin to list its shares on the Taiwan Stock Erdgea(TSE). Th
Companys shares were initially listed on the TSE on Matdh 2006. On May 16, 2006 and August 4, 2009, then@an
offered its equity shares in the form of global dgifary shares (GDSs) for trading in the MultilateFrading Facility (MTF
market on the Luxembourg Stock Exchange (LSE).

As of December 31, 2009 and 2010, the Company tikP3and 3,457 employees, respectively.
(2) Summary of Significant Accounting Policies

The accompanying financial statements are preparednformity with the Guidelines Governing the paieation of Financi
Reports by Securities Issuers, Business Entity Aontiog Act, Regulation on Handling Business Entgcounting, an
accounting principles generally accepted in theubép of China (ROC).

The significant accounting policies followed by @empany are as follows:

(a) Use of estimates

The preparation of the accompanying financial st&tets requires management to make estimates andhpigsns the
affect the reported amounts of assets and liagsliind disclosures of contingent assets and tiabilat the date of tl
financial statements and reported amounts of rexeand expenses during the reporting periods. Actgalts could diffe
from these estimates.

(b) Foreign currency transactions and translation

The Companys reporting and functional currency is New Taiwawil&r. Foreign currency transactions during thequkare
translated at the exchange rates on the transadéites. Foreign currendenominated assets and liabilities are trans
into New Taiwan Dollars at the exchange rate ptagabn the balance sheet date. The resulting kafios gains or loss
are recognized as non-operating income or expenses.

(Continued
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INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

(c) Basis for classifying assets and liabilities ag@niror non-current

Cash and assets that are held primarily for thegae of being traded or are expected to be realizénin 12 months aft
the balance sheet date are classified as curreetsasll other assets are classified as non-dusissets.

Liabilities that are held primarily for the purposébeing traded or are expected to be settledimit2 months after tt
balance sheet date are classified as currentitiabjlall other liabilities are classified as nomrrent liabilities.

(d) Asset impairment

The Company assesses at each balance sheet ddtemthere is any indication that an asset (indigldasset or cash-
generating unit) may have been impaired. If anyhsndication exists, the Company estimates thewerale amount of ti
asset. The Company recognizes impairment losstfaisaet whose carrying value is higher than theverable amount.

The Company reverses an impairment loss recogiizpdor periods for assets if there is any indimathat the impairme
loss recognized no longer exists or has decreddes carrying value after the reversal should naeex the recoveral
amount or the depreciated or amortized balancheéssets assuming no impairment loss was recabmz®ior periods.

(e) Cash equivalents

(f)

Commercial paper and corporate bonds with agreesrtentepurchase with maturities of less than thneaths from th
date of purchase are classified as cash equival@htsh are highly liquid investment with no sigodnt level of market «
credit risk from potential interest rate changes.

Financial assets / liabilities reported at fairueathrough profit or loss

Derivatives that do not meet the criteria for hedgeounting are initially recognized at fair valwgth transaction cos
expensed as incurred. The derivatives are remehstifair value subsequently with the changes iinviaue recognized
earnings. A regular way purchase or sale of firerassets is accounted for using settlement datuating.

Fair value is estimated using valuation techniguesrporating estimates and assumptions that aresisient witl

prevailing market conditions. When the net effefcthe fair valuation of derivatives is positivegtlderivative is recogniz
as a financial asset; but when the net effect gatiee, the derivative is recognized as a finan@aility.

(Continued
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INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

(g) Allowance for doubtful accounts

Allowance for doubtful accounts is provided accoglito the status of collectability of each accoufite amount |
determined by considering the past collection eepee, credit ratings of the customers, and aginglyais of th
outstanding receivables.

(h) Inventories

For the period up to December 31, 2008, inventaaresstated at the lower of cost or market valuest @ determined |
using the monthly weightedverage method. Market value represents replacecoshior net realizable value. The ma
value of raw materials and supplies are determorethe basis of replacement cost. The market va@ldi@ished goods ar
work in process are determined on the basis ofreaizable value. An allowance for supplies inveptobsolescence
provided based on the aging analysis on supplieniory, in which full allowance is made for invent items aging owvi
six months.

Effective January 1, 2009, inventory costs inclubde expenditures required until the inventories mady for sale «
production. The fixed production overheads arecalied to finished goods and work in process basedhe norme
capacity of the production facilities. The variabl®duction overheads are allocated based on agtialit. Inventories a
measured at the lower of cost and net realizablieevaNet realizable value is based on the estimaé#ithg price of th
inventories in the ordinary course of business the estimated costs of completion and sellingespes.

Property, plant and equipment / Depreciation

Property, plant and equipment are stated at castdecumulated depreciation. Interest costs relatékle construction
property, plant and equipment are capitalized actuded in the cost of the related assets. Regudantenance and repe
are expensed when incurred; major addition, imprmmt and replacement expenditures are capitalized.

Depreciation of property, plant and equipment mvpted over their estimated useful lives by usimg $traightine methoc
In accordance with the Interpretation Rule (97) 3g€ued by the Accounting Research and DeveloprRenndatiol
(ARDF), on November 12, 2008, the estimated usk¥els, depreciation method and residual value ekthassets ¢
reviewed at least at each financial yead. Any change in the estimated useful lives, eldption method and resid
value of these assets is treated as a changedocaninting estimate. The estimated economic utieéd of the assets are
follows:

(i) Buildings: 8 to 50 years.
(i) Vehicles: 5 years.
(iif) Machinery and equipment: 3 to 5 years.

(Continued
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INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

(iv) Leased assets: over the lease term
(v) Miscellaneous equipment: 3 to 15 years.

Gains or losses on disposal of property, plantequdpment are recorded as non-operating incCOmgeTeses.
Intangible asset - Technical know-how

An intangible asset is measured initially at c&stbsequent to initial recognition, an intangibleedass measured at its c
less any accumulated amortization and any accustilatpairment losses.

The amortizable amount of the Compamniitangible asset is determined based on it@imtist. Amortization is recogniz
as an expense on a straidjhe basis over the estimated useful life of ammgfible asset of 27 months from the date tha
made available for use. The amortization period method for an intangible asset with a finite ukéfa are reviewed
least at each financial year-end and changes them@oaccounted for as changes in accounting estma

(k) Capital leases

A lease is deemed to be a capital lease if it aom$cto any one of the following classification erit:

(i) the lease transfers ownership of the leasedtado the lessee by the end of the lease term;

(i) the lease contains a bargain purchase option;

(iii) the lease term is equal to 75% of or more of thal Estimated economic life of the leased asshkis;driterion shoul
not be applied to leases in which the leased &ssebeen used for more than 75% of its estimatedoggic life befor

the lease begins;

(iv) the present value of the rental plus the bargarshase price or the guaranteed residual valuelesaat 90% of the fe
market value of the leased assets at the incegttmof the lease.

For the lessor, a capital lease must also conforamy one of the four classification criteria sfiedi above and both of t
following two further criteria:

(i) collectibility of the lease payments is reasbly predictable; and
(i) no important uncertainties surround the amountnoéunbursable costs yet to be incurred by the tassder the lease.

Under a capital lease, the Company, as the lesapéalizes the leased assets based on (a) thenpresiue of all futur
installment rental payments (minus executory cosh by lessor) plus

(Continued
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INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

bargain purchase price or lesseguaranteed residual value or (b) the fair markéte of leased assets at the lease ince
date, whichever is lower. The depreciation per®deistricted to the lease term, rather than thienatdd useful life of tr
assets, unless the lease provides for transféteobt includes a bargain purchase option.

Under a capital lease, the Company, as the lessmrds all installments plus bargain purchaseepsicguaranteed residi
value as the lease receivables. The implicit isterate is used to calculate the present valueadd receivables as the i
of leased assets transferred. The difference betwle® total amount of lease receivables and thé abteased asse
transferred is recognized as unrealized interesinte and is then recognized as realized interestie using the intere
method over the lease term.

Employee retirement plan

The Company has established an employee noncoianbdefined benefit retirement plan (the “Plangvering fulltime
employees in the Republic of China. In accordanith the Plan, employees are eligible for retirementre required
retire after meeting certain age or service requénets. Payments of retirement benefits are basgeans of service and t
average salary for the last six months before theleyee’s retirement. Each employee gets 2 morghkry for eac
service year for the first 15 years, and 1 monsiakary for each service year thereafter. A lusnp retirement benefit
paid through the retirement fund.

Starting from July 1, 2005, the enforcement of tiesvly enacted Labor Pension Act (the “New Acst)pulates thos
employees covered by the defined contribution plafollows:

(i) Employees who were covered by the Plan andmpt subject to the pension mechanism under éve Act;
(il Employees who are employed after the enforcementafahe New Act.

In accordance with the New Act, the rate of conttitn by an employer to an individual labor pensfand account ps
month shall not be less than 6% of the workenonthly wages. The Plan has not been modifiesbtdorm to the New Ac
For those provisions of the New Act not currentigluded in the Plan, the Company follows the New. Atie Compan
contributes monthly to the individual labor pensfand at the rate of 6% of paid salaries and wag@bs fund is deposite
with Bureau of Labor Insurance.

The Company applies the guidance in Statement wér€ial Accounting Standards (SFAS) No. 1&c¢ounting fo
Pensions” for its defined benefit retirement pl&8FAS No. 18 requires an actuarial calculation ef @ompanys pensio
obligation at the end of each year. Based on theaseal calculation, the Company recognizes a mummpension liabilit
and net periodic pension costs. The Company prewidenthly contributions to the retirement fundre tate of 2% of pa
salaries and wages. This fund is deposited withkRdT aiwan.

(Continued
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INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

(m)Bonus to employees and remuneration to directaissapervisors

Under the Interpretation Rule (96) 052 issued ey ARDF, which is effective from January 1, 2008 #ppropriations
bonus to employees and remuneration to directadssapervisors from current yegaréarnings are accrued under operi
expense or cost of goods sold in the year whenireggrare incurred based on the estimated amouhts.difference
between the approved amount in the shareholderingee the following year and the accrued amounthie current yee
if any, are treated as a change in accounting agtiend are charged to profit or loss in the folimyear.

(n) Share-based payments

Share-based payments, including those under théoge®stock option plans, are accounted for un#&t$SNo. 39 “Share-
Based Payment'which is effective from January 1, 2008. The Intetation Rules (92) 070, 071, and 072 issued b
ARDF are applied for those sharased payments under the employee stock optiors plith grant dates before Januar
2008. Under SFAS No. 39, share-based paymentsaoeiated for as follows:

(i) The share-based awards are measured at faie wam grant date. The grant-date fair value ofitgegettled awards
expensed over the vesting period with the corregdipgnincrease in equity. Also, the vesting perisdestimate
based on the vesting conditions of the shmeed option plan that must be satisfied. Theséngesondition:
include service conditions and performance conastidn determining the grant-date fair value of iBggettlec
awards, vesting conditions other than market ca@tare not taken into account.

(i) Fair value is measured using the Black-Scholesongtricing model, which considers managengbest estimate
the exercise price, expected term, underlying shariee, expected volatility, expected dividends] asiskfree interes
rate to the model.

(i) The Company is not required to apply SFAS No. 3eoeetively to shardased payment transactions that occt
before January 1, 2008; however, the disclosupr@forma net income and earnings per share Isetjlired.

(o) Deferred charges
(i) Power line installation costs are deferred ambrtized over the estimated useful lives or tire@ment terms.

(i) Bank charges related to syndicated loans are @efernd amortized over the terms of the loans. USd#&S No. 3
“Financial Instrument”, bank charges are recognasa net of liabilities.

(Continued
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NOTES TO FINANCIAL STATEMENTS

(p) Revenue recognition

Revenue is generally recognized when it is realetalizable and earned when all of the followénigeria are met:
0] persuasive evidence of an arrangement exists,

(i) shipment has occurred or services have beedered,

(iii) the seller’s price to the buyer is fixed cetérminable, and

(iv) collectibility is reasonably assured.

Rental income is recognized when services are geali
(q) Income tax

The Company has adopted SFAS No. 22 “Income Taxgsfer which, income taxes are accounted for ugirgasset ar
liability method. Deferred income tax is determirtzaised on differences between the financial statesrend tax basis
assets and liabilities using enacted tax ratedfé@cteduring the years in which the differences expected to reverse. T
income tax effects of taxable temporary differen@esrecognized as deferred income tax liabilifidse income tax effec
resulting from deductible temporary differences, oyerating loss carryforwards, and income tax itseste recognized
deferred income tax assets. The realization ofigferred income tax assets is evaluated, andsifdbnsidered more like
than not that the asset will not be realized, aatidn allowance is recognized accordingly.

Deferred income tax assets and liabilities aresifiagl as current or noodrrent based on the classification of the rel
asset or liability. If the deferred income tax asseliability is not directly related to a specifasset or liability, then tl
classification is based on the expected realizatate of the asset or liability.

Any tax credits arising from purchases of machireemgd equipment, research and development expeeslitand personr
training expenditures are recognized using thefloreugh method.

According to the ROC Income Tax Law, undistribuéadnings calculated on tax basis, if any, is suliean additional 1

percent retained earnings tax. This surtax isggwto income tax expense in the following year mithe appropriation
earnings is approved by the stockholders.

(Continued
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NOTES TO FINANCIAL STATEMENTS

(r) Loss per share
Loss per common share is computed by dividing st by weightedverage number of outstanding shares during the

Stock options and stock bonus to employees acdruedrrent yeass earnings and awaiting approval by the sharehsld
the following year, are potential common shareghBrasic and diluted loss per share is disclos#dtbge potential comm:
shares are dilutive, otherwise, only basic earn{iggs) per share are disclosed. Diluted loss Iparesis computed by taki
basic loss per share into consideration, plus duitianal common shares that would have been audstg if the potentiall
dilutive shares are issued.

The number of outstanding shares is retroactivelyisted for common stock issued through the digtigm of stocl
dividends out of unappropriated earnings and cbgitglus.

(3) Reasons for and Cumulative Effect of Accounting Priciple Change

(a) Effective January 1, 2008, the Company adopted SRAS39 “Share-Based Paymersfid Interpretation Rule (96) 0
issued by ARDF, which define the classification,asgrement and disclosure of shbhesed payment transactions, bont
employees and remuneration to directors and sugmessi The adoption of this new accounting principkreased net lo
by $15,839 thousand and decreased earnings per Bh&0.005 for the year ended December 31, 2008ddlition, unde
the Interpretation Rule (97) 169 issued by ARDIg Iiasicor diluted earnings per share are not retroactiaelysted fc
common stock issued through employee stock bonasieMer, employee stock bonus is considered in #heutation o
diluted earnings per share if those potential comsttares are dilutive.

(b) Effective January 1, 2009, the Company adopted rtely revised SFAS No. 10 “Inventoriestith no retroactiv
presentation requirement. The adoption of this aeaounting principle resulted in the inclusiontte tost of goods sold
the unallocated fixed overhead and direct labort @fs$12,903,228 and gain from price recovery ofeimtories c
$1,767,684 for the year ended December 31, 2009.

(Continued
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NOTES TO FINANCIAL STATEMENTS

(4) Cash and Cash Equivalents

December 31,

2009 2010

Cash on hand - petty cash $ 30 15
Cash in bank - checking account 3,631 17,637
Cash in bank - demand deposit account 40C 824
Cash in bank - foreign currency account 5,372,16- 4,317,571
Cash equivalents - commercial paper - 172,42:
Cash equivalents - repurchase agreements colliaeatdly corporate bonds - 600,20(

$ 5,376,22! 5,108,66

(5) Financial Liabilities Reported at Fair Value through Profit or Loss - Current

Financial liabilities reported at fair value withanges in fair value recorded through profit oslas of December 31, 2009
2010, consisted of the following:

December 31,
2009 2010

Financial liabilities
Interest rate swaps $ 567,64. 223,30:

(a) The Company entered into several interest rate swgpeements (IRS) with banks to manage the risk fiuctuations ¢
interest rates for long-term loans.

(b) As of December 31, 2009 and 2010, derivative firgnmstruments that did not qualify for hedge aatting wer:
accounted for as financial liabilities reportedait value through profit or loss, details of whialere as follows:

(i) Interest rate swaps:

December 31, 2009

Notional amount (in Range of Interest Rates

thousands) Maturity Date Paid Range of Interest Rates Received
USD 80,000 2010.8.26 3.26%~3.295% USD 3-month LIBOR
NTD 26,500,000 2012.2.21 2.18%~2.432% NTD 90-day commercial paper

in secondary market average rate

(Continued
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December 31, 2010

Notional amount (in Range of Interest Rates
thousands) Maturity Date Paid Range of Interest Rates Received
NTD 19,500,000 2012.2.21 2.18%~2.432% NTD 90-day commercial paper

in secondary market average rate

(c) For the years ended December 31, 2008, 2009 arfe] #04 Company recognized net gain (loss) on vanaif financia
instruments as follows:

For the years ended December31,

2008 2009 2010
Realized Unrealized Realized Unrealized Realized Unrealized
Foreign exchange forward contracts $ 69,78¢ 151,81¢ (37,247
Foreign exchange swaps - - (42,849 - 2,71
Interest rate swaps (344) (760,074 (414,12) 184,44¢ (348,61() 257,17:
$ 69,44¢ (608,25%) (494,21, 184,44¢ (345,89) 257,17:

(6) Inventories, net

December 31,

2009 2010

Work in process $ 3,303,81 4,919,46
Less: allowance for inventory (132,677 (928,85¢)
Sub-total 3,171,14: 3,990,61:

Raw materials 283,34. 513,21:
Less: allowance for inventory (427) (1,31))
Sub-total 282,91! 511,90:

Materials and supplies in transit 1,98: 3,15(C
$ 3,456,041 4,505,66

The Company recognized the loss on obsolescencthardkvaluation of inventories of $853,946 undmr-operating expens
and losses for the year ended December 31, 2008ev4w, it has been reclassified to cost of goodd soorder to confort
with the presentation of the financial statemestsfaand for the year ended December 31, 200dgroses of comparison.
addition, in 2009, the net realizable value of imegies has increased because the factor thatddlisenventory devaluation
prior period has improved, therefore, the Compagognized a gain from recovery in the value of mwdes of $1,767,68
which was credited to cost of goods sold for tharyended December 31, 2009. Also, in 2010, the/icayivalue of inventorie
exceeded than the net realizable value thereofefilie, the Company recognized a loss from devialnaif inventories ¢
$797,068, which was debited to cost of goods smidHe year ended December 31, 2010.

(Continued
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(7) Lease Receivables

(a) The Company signed a lorigrm lease agreement with Nanya Technology CorfQ)Nto lease out a portion of 1
building and land (including supplemental equipmédotated at No. 667, Fuhsing 3rd Road, H¥i&a-Technology Par
Kueishan Valley, Taoyuan County. The lease termffisctive from July 1, 2005, and will expire on @etber 31, 20
(including the period when the lease is automdtiaattended), a total lease period of 354 month& [Ease agreement
the building is treated as a capital lease bectugspresent value of the periodic rental paymeintsesthe inception date
at least 90% of the market value of the leasedisisEbe land is treated as an operating lease bedhe fair value of tl
land is 25 percent or more of the total fair vadfiehe leased property at the inception of thededfie monthly rentals f
the lease of building and land were $2,058 and $&pectively.

(b) The initial total amount of lease receivables fur tapital lease of the building was $728,587, withlicit interest rate ¢
5.88%. The cost of leased assets transferred wis &3/ (including the net book value of the buitdand miscellaneo
equipment of $277,372 and $68,265, respectivelyje Tifference of $382,950 between the total amafnteas
receivables and the cost of leased assets tragdfems recognized as unrealized interest incomesaahortized over tt
lease period. Interest income recognized for thersyended December 31, 2008, 2009 and 2010 amotmi®t9,48¢
$19,175 and $18,841, respectively, which was diassunder non-operating income and gains - inténeame.

() The details of lease receivables as of Decembe2®19 and 2010, were as follows:

December 31,

2009 2010
Current Non-current Current Non-current
Gross lease receivables $ 24,69¢ 592,74¢ 24,69¢ 568,05:
Less: unrealized interest income (18,84)) (275,46 (18,487 (256,97
Net lease receivables $ 5,857 317,28¢ 6,211 311,07

(d) For the years ended December 31, 2008, 2009 and, 204 rent revenues (classified under operating income ai
gains - others) from the operating lease of thd laare $3,719.

(d) As of December 31, 2009 and 2010, the uncolleatatdnevenues (classified under other receivabtetated parties) we
$310 and $0, respectively.

(Continued
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(e) Future gross lease receivables for leases cladsifiecapital lease or operating lease as of DeaeB81he2010, were

follows:
December 31, 2010
Duration Capital lease Operating lease

2011.1.1~2011.12.31 $ 24,69¢ 3,71¢
2012.1.1~2012.12.31 24,69¢ 3,71¢
2013.1.1~2013.12.31 24,69¢ 3,71¢
2014.1.1~2014.12.31 24,69¢ 3,71¢
On and after 2015.1.1 493,95 74,37(

Total $ 592,74¢ 89,24¢

(8) Property, Plant and Equipment and Idle Assets

(a) For the year ended December 31, 2010, the Compamgnized impairment loss on fixed assets of $Z&3because sor
machinery and equipment cannot be used for the gemxération manufacturing process. This factoxjseeted to cause
decrease in cash inflows from the use of the rélatachinery so that the recoverable amount of thmaehinery an
equipment would be lower than its carrying amotlihie recoverable amount of the machinery was basets alue in us
determined using a discount rate of 13.49%.

(b) In March 2007, the Company has secured the appttovplrchase two parcels of land numbered 21 antb&3ed i
Taoyuan HiTech Industrial Park Tang Wei District, for $1,6B8) from the Taoyuan County Government. Asia Pe
Development Co. was engaged by the Taoyuan Couot@ment to handle the sale of the land in thisigtrial park. A
the land is not being used in operation, it wassifeed as an idle asset.

(c) Fixed and intangible assets are normally assesseahf impairment each year. Also, idle assetachinery and equipme
based on book value were provided with a 100% impetit loss provision.

(d) Idle assets as of December 31, 2009 and 2010 tedsi§the following:

December 31,

2009 2010
Land $ 1,686,19 1,686,19!
Original cost of machinery and equipment 99,56¢ 53,87¢
Less: accumulated depreciation (63,026 (45,659
impairment loss (36,54%) (8,222
$ 1,686,19 1,686,19!

(Continued
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(e) The bases for the capitalization of interestslieryears ended December 31, 2008, 2009 and 2016 asdollows:

For the years ended December31,

2008 2009 2010
Total interest expenses $ 2,266,59 1,635,10: 1,412,07:
Capitalized interest (charged to construction imgpess) 126,58( 12,42¢ 107,00¢
Capitalized interest rates 2.9490%~3.6625' 1.5938%~2.3679' 1.8815%~2.1342!

(f) The property, plant and equipment pledged to selzan& loans were described in note 14.
(9) Leased Assets and Lease Payables

(a) The Company signed a lorigrm lease agreement with NTC to lease and usetmpof the building and land located
the land numbered 348, 348-2 and 348-4, HmaSection, Kueishan Valley, Taoyuan County. Thasée terr
commences on July 1, 2005, and will expire on Fafyr28, 2029 (including the period when the agragntan b
automatically extended), a total lease period &f @nths. The lease agreement for the buildingested as a capi
lease because (a) the present value of the peniedtal payments made since the inception date lsaat 90% of tr
market value of the leased assets and (b) the teaseis equal to 75% or more of the total estimaeonomic life ¢
the leased assets. The lease for the land is dreatan operating lease because the fair valdeedénhd is 25 percent
more of the total fair value of the leased propetythe inception of the lease. The monthly renfatsthe lease
building and land were $775 and $357, respectively.June 18, 2009, the July 1, 2005 lease agreemwsnterminate
and a new lease agreement was executed by thepsaties. This new lease agreement, including theegaroperties i
those of the old lease agreement, covers a leasectammencing retroactively from January 1, 200@nislgement h:
valuated this new lease agreement for purposesoaiuating. The result thereof disclosed that thal foresent value
lease payables from the lease of the building vl&5 ®96; the implicit interest rate was 4.46% aralfair value of th
leased assets at the beginning of the lease peasdb135,996. Therefore, the Company recognizesiraa $7,833 o
the terminated capital lease agreement, which Vessified under non-operating income and gainserst

(b) On June 18, 2009, the Company signed an amendeddan lease agreement with NTC and MeiYa TechnolGgyp
(MTC) which was originally contracted by NTC dirgctvith MTC on the lease of building, facilities émand located c
the land numbered 348, 348-1 and 348-3, Hf@aSection, Kueishan Valley, Taoyuan County. Thiseaded lea:
agreement, which took effect retroactively from Wy 1, 2009, includes the renewal term. Initiadske term is frol
January 1, 2009 to December 31, 2018 but the Coynigaentitled to renew this amended lease agreefoemtn unlimite
number of consecutive additional terms of five geaach by providing written notice of the Companiyitention to rene
the lease term commencing from January 1, 201@dtition, the Company has an exclusive option talpase the leas
assets for a total purchase price of US$50,000sthmdion and after January 1, 2024. Also, the rehi@lfor the entire ye
of 2009 has been waived. Initial yearly rentalstf@ leased building including

facilities and land were US$13,010 thousand and LB thousand, respectively from January 1, 201Ddcember 3
2018; the first yearly renewal rentals for the &ghbuilding including facilities and land

(Continued
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were US$8,010 thousand and US$1,990 thousand,atdsglg from January 1, 2019 to December 31, 2@@8;subseque
yearly renewal rentals for the leased building udahg facilities and land were US$10 thousand arg$1J990 thousal
commencing from January 1, 2024. The amended gmement for the building including facilitiestisated as a capi
lease because (a) the present value of the periedial payments made since the inception date isagt 90% of tr
market value of the leased assets and (b) the teaseis equal to 75% or more of the total estimaeonomic life of th
leased assets. The land is treated as an opeledisg because the fair value of the land is 25epé¢i@r more of the total fe
value of the leased property at the inception efldase. The total present value of lease pay#fuesthe capital lease
the building including facilities was $2,656,22Betimplicit interest rate was 10.56%. The fair wabf the leased asset:
the beginning of the lease period was $2,656,22% Tompany recognized interest expenses from Ipagables ¢
$291,824 and $294,788, for the years ended Dece®ih@009 and 2010, respectively.

(c) As of December 31, 2009 and 2010, the detailsedalease payables were as follows:

December 31,

2009 2010
Lease payables $ 2,948,04 2,813,501
Less: current portion of lease payables (134,54) (149,32)
Lease payables—Ilong-term $ 2,813,501 2,664,18:

(d) For the years ended December 31, 2008, 2009 an@, 204 lease expenses for the operating leaseedftid (classifie
under manufacturing overhead) were $4,288, $0 &8¢361, respectively.

(e) Future lease payments (excluding interest compdmtagsified as capital lease or operating lease &ecember 31, 201
were as follows:

December 31, 2010

Duration Capital lease Operating lease
(in thousands of
US Dollars)

2011.1.1~2011.12.31 $ 149,32: 1,99(
2012.1.1~2012.12.31 165,72¢ 1,99(
2013.1.1~2013.12.31 183,93! 1,99(
2014.1.1~2014.12.31 204,14: 1,99(
On and after 2015.1.1 2,110,37 19,90(
Total $ 2,813,501 27,86(

(Continued
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(10) Intangible Asset - Technical know-how

The cost and accumulated amortization of an intaagisset as of and for the years ended Decemb&082 and 2010, were

follows:
Technical know-how
Cost:
Balance of January 1, 2009 -
Acquisition 1,627,70!
Balance of December 31, 2009 $ 1,627,701
Balance of December 31, 2010 $ 1,627,700

Accumulated amortization:
Balance of January 1, 2009 -

Amortization expense in 2009 180,85t

Balance of December 31, 2009 180,85t

Amortization expense in 2010 723,42.

Balance of December 31, 2010 $ 904,27t
Net book value:

Balance of December 31, 2009 $ 1,446,84.

Balance of December 31, 2010 $ 723,42.

For the years ended December 31, 2009 and 201@&ntlogtization expenses (classified under operatkmenses researc
and development expenses) were $180,856 and $Z23gkdectively.

(12) Overdue Receivables

On January 23, 2009, Qimonda AG filed an applicatiath the local court in Germany to open insolvwemroceeding:
Consequently, full allowance for doubtful accountas provided on all outstanding accounts receivége Qimonda A(
totaling $3,345,946, which was originally classifiender accounts receivable. As of December 319.260ch receivabl
together with the related allowance for doubtfud@mts, were reclassified to other assets - overelteivables.

(12) Short-term Loans
December 31,
2009 2010
Short-term borrowing from credit facility $ 5,930,001 -
Annual interest rate 0.53%~0.95% -

(Continued
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As of December 31, 2009 and 2010, the unused ciadlity for shortterm loans amounted to $21,145,369 and $21,31:
respectively.

(13) Bonds Payable

Bonds payable as of December 31, 2009 and 2018jsted of the following:

December 31,

2009 2010
Domestic unsecured corporate bonds $ 18,001,73 16,030,86
Less: current portion of bonds payable (1,978,85) (2,039,08)
Total $ 16,022,88 13,991,77

The details of bonds payable, which do not incladg financial covenants, were as follows:

The first domestic The second domestic The first domestic The second domestic
unsecured corporate unsecured corporate unsecured corporate unsecured corporate
bond in 2006 bond in 2006 bond in 2007 bond in 2007
Principal $ 6,000,000 4,000,000 5,000,000 5,000,000
2009.12.31
(including current portion) 4,016,937 3,996,000 4,994,635 4,994,167
2009.12.31
Current portion 1,978,854 - - -
2010.12.31
(including current portion) 2,039,083 3,998,000 4,997,111 4,996,667
2010.12.31
Current portion 2,039,083 - - -
Par value 1,000 1,000 1,000 1,000
Duration 2006.12.19 ~ 2011.12.1¢ 2007.01.05 ~2012.01.C 2007.03.30 ~2012.03.2 2007.05.09 ~ 2012.05.09
Coupon rate and interest paymentnterest payable annually at Interest payable annually Interest payable annually Interest payable annually
2.20% at 2.23% at 2.17% 2.20%
Repayment term Repayable in three annual Repayable on maturity ~ Repayable on maturity = Repayable on maturity date
installments: at the rate of date date

33%, 33%, and 34%,
respectively; starting from
years after the issuance d.

(Continued
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(14) Long-term Loans

Long-term loans as of December 31, 2009 and 2Qitsisted of the following:

Bank Duration Nature Interest rate December 31, 2009
Mega International Commercial Ban (1) March 30, 2007~ Machinery loan 0.9755%~1.6842% 22,482,07
(the managing bank) March 30, 2012
Mega International Commercial Bank (1) March 30, 2007~ Machinery loan 1.5476%~1.6913% 10,645,06
(the managing bank) March 30, 2012
Taichung Bank ?3) April 24, 2009~ Operating use 1.91%~2.00% 1,070,00!
December 24, 2010
Taichung Bank 3) April 24, 2009~ Operating use 2.01%~2.10% 600,00(
December 24, 2010
34,797,13
Less: current portion of long-term (13,250,88)
loans
$ 21,546,25
Bank Duration Nature Interest rate December 31, 2010
Mega International Commercial Bank (1) March 30, 2007~ Machinery loan 1.6327%~1.6842%  $ 13,490,19
(the managing bank) March 30, 2012
Mega International Commercial Bank (1) March 30, 2007~ Machinery loan 1.6148%~1.6279% 5,808,96.
(the managing bank) March 30, 2012
Mega International Commercial Bank (2) May 27, 2010~ Machinery loan 1.6842% 31,409,00
(the managing bank) May 27, 2015
Taichung Bank (3) December 24, 2010~ Operating use 1.755% 1,070,001
December 24, 2013
Taichung Bank (3) December 24, 2010~ Operating use 1.855% 600,00(
December 24, 2013
52,378,15
Less: current portion of long-term loans (12,866,14)
$ 39,512,01

(1) The Company signed a syndicated loan agreementMete International Commercial Bank, the managiagkbof the
syndicated loan, and 24 other banks on March 57 208s of December 31, 2010, the actual numberaok® ha
increased to 27 in total). As of December 31, 2ah@, Company applied for drawings of US$400,00Quglamd an
$26,997,000. The details of this loan are as falow

(@) Credit line: US$400,000 thousand and $27,000,000.
(b) Interest rate for Tranche A: USD 3-month or 6-mootindon Inter-bank Offered Rate (“LIBOR”) plus marg

(c) Interest rate for Tranche B: 90-day or 1&®¢ commercial paper rate in the secondary markethwvappears ¢
Moneyline Telerate, plus margin.

(Continued
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(d) The interest rates under items 1(b) and 1(c) albed not be lower than the minimum limit of 1.6%

(e) Duration: 5 years.

() Repayment: The principal is payable in 6 samitual installments starting from 30 months atterfirst drawing date
(g) The Company has issued a promissory note for jmdisated loan.

(h) As of December 31, 2010, the Company’s repaymantuated to US$200,001 thousand and $13,498,500.

(i) The longterm loan is secured by machinery and equipmentfA3ecember 31, 2009 and 2010, the net book vaf
these pledged assets amounted to $34,501,992 &r@PR295, respectively.

(2) The Company signed another syndicated loan agreenignMega International Commercial Bank, the nging banl
of the syndicated loan, and 24 other banks on May2010. As of December 31, 2010, the Company eggbtr drawing
of $31,500,000. The details of this loan are ale¥m:

(a) Credit line: $35,000,000.

(b) Interest rate: 90-day or 18fay commercial paper rate in the secondary markéthwappears on Moneyline Teler:
plus margin.

(c) The interest rates above shall not be lower thamtmimum limit of 1.6%.

(d) Duration: 5 years.

(e) Repayment: The principal is payable in 7 semiual installments starting from 24 months atterfirst drawing date
(f) The Company has issued a promissory note for jmdisated loan.

(g) The longterm loan is secured by machinery and equipmentofABecember 31, 2010, the net book value of 1
pledged assets amounted to $40,299,412.

(Continued




19
INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

According to the above two lortgrm loan agreements, the Company was requiredatintain certain financial ratios.
the Company fails to maintain these financial stite syndicated banks may determine to declareiipaid principa
interest, fees and other sums payable by the Coynpader the Loan Agreement to be immediately dug @ayable
These financial ratios are as follows:

(a) Current Ratio (total current assets to total curliabilities): not less than one (1) to one (1hder the syndicated lo
agreement on May 27, 2010, compliance with theetunratio will commence from calendar year of 2012)

(b) Leverage Ratio (total liabilities plus contingeiatbilities to tangible net worth): not higher thane and a half (1.5)
one (1).

(c) Interest Coverage Ratio (EBITDA to interest expsijisghall not be less than four (4) to one (1).

In the event that any of the above financial comtnés breached, the Company is required to ciedtbach, no later th
the end of November in the relevant calendar yleara breach in respect of any seamnual financial statements, and
a breach in respect of any annual financial statesneo later than the end of June of the followdadendar year, or
submit a formal letter to the managing bank attleae months prior to the expiration of the Remééiariod, so that tt
managing bank can convene a meeting of the Banélistoiss the aforesaid breach and to resolve b#ferexpiration ¢
the Remedial Period on whether a waiver of thedireuill be granted.

On June 29, 2009, the syndicate banks formally eayfarther to waive the Compamybbligation to comply with i
financial loan covenants under its first syndiclaten of US$400,000 thousand and $27,000,000 reldtirthe financie
statements for the simonth period ended June 30, 2009 and the full gaded December 31, 2009. Also, on Octobe
2010, the syndicate banks formally agreed furtbewaive the Companyg’ obligation to comply with its financial lo
covenants under the syndicate loan relating tdittaacial statements for the six-month period endieae 30, 2010.

In addition, the longerm loan agreements require that (i) no materibleese change shall be made to the st
agreement signed by the Company, Nanya TechnologydZation (NTC), and Micron Technology Inc., aiyiNITC anc
Micron Technology Inc. and their affiliates, takes a whole, directly or indirectly, shall remaie flargest shareholders
the Company and retain control over the Companysit changes occurred as of December 31, 2010.
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(3) On April 24, 2009, the Company contracted with hiaieg Bank, under which, Taichung Bank granted nagégloan ar
unsecured loan facility to the Company totalingé$D,000. The mortgage loan is secured by a lantb(exted for as id
asset) that is intended for the construction ofttiiel Fab. Each of these loans, with a term of fwears and which bee
interest rate based on twear time deposit floating rate, is payable in lusajn on maturity date. On December 24, 2
the Company renewed the loan agreement with TagBamk, under which, Taichung Bank agreed to pmlitre term ¢
mortgage loan and unsecured loan facility grantethe Company to a term of three years. These @agetdgoan ar
unsecured loan facility, which bear interest raisdul on 90-day or 18fry commercial paper rate in the secondary m
appearing on Moneyline Telerate plus margin, asapke in lump sum on maturity date and do not idelany financie

covenants.

(15) Accrued Pension Liabilities

(a) The pension costs and related accounts for thes yzated December 31, 2008, 2009 and 2010, wemlaw$:

Balance of the retirement fund

Periodic pension costs

Defined benefit plan cost

Defined contribution plan cost

Accrued pension liabilitiesdefined benefit plan
Accrued expensedlefined contribution plan

December 31,

2008 2009 2010
71,97: 82,72¢ 95,83(
5,52¢ 5,92¢ 2,571
97,49¢ 99,80: 102,82:
31,371 25,34 16,96«
26,79¢ 25,25 28,33¢

(b) The funded status was reconciled to accrued petisioitity as of December 31, 2009 and 2010 asofed:

Benefit obligation:
Vested benefit obligation
Non-vested benefit obligation
Accumulated benefit obligation
Projected compensation increase
Projected benefit obligation

Fair value of plan assets

Funded status

Unamortized pension gain or losses

Accrued pension liability

December 31,

2009 2010

$ (5,58€) (5,93)
(40,419 (48,55

(46,009 (54,489

(44,999 (48,989

(90,999 (103,47))

84,37¢ 97,021

(6,619 (6,444

(18,729 (10,520)

$ (25,349 (16,969
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(c) As of December 31, 2009 and 2010, the actuarizsent value of the vested benefits for the Camgjs employees
accordance with the retirement benefit plan was@pmately $6,520 and $6,374, respectively.

(d) Major assumptions used to determine the pension faladed status for the years ended December 318, 2009, an
2010, were as follows:

For the years ended December 31,

2008 2009 2010
Discount rate 2.75% 2.75% 2.75%
Rate of increase in compensation 3.00% 3.00% 3.00%
Expected long-term rate of return on plan assets 2.75% 2.75% 2.75%
(16) Income Tax

(a) The Companys earnings are subject to income tax at a statusdeyof 25% before 2010. However, based on thendet
Income Tax Act publicly announced on June 15, 2@€,statutory income tax rate has been reducdkeiufrom 20% t
17% commencing from 2010. In 2008, 2009 and 2(i® Qompany is subject to income tax at a statutaey of 25%, 25¢
and 17%, respectively, and is also subject to ¢lgairements of the “Income Basic Tax Aat’calculating the basic tax. F
the years ended December 31, 2008, 2009 and 2fd@ptnponents of income tax expense were as fallows

For the years ended December 31,

2008 2009 2010
Income tax expensecurrent $ 4,77( 17,30¢ -
Income tax expense (benefitjeferred 3,32- (17,309 -
Income tax expense $ 8,09z - -
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The components of deferred income tax expensénéyears ended December 31, 2008, 2009 and 2016 asdollows:

For years ended December 31,

2008 2009 2010

Investment tax credit $ (1,861,02) 6,582,54 (272,86()
Loss carry forward (3,935,25) (2,636,75) (2,008,721
Decrease (increase) in allowance for inventory tleten

and obsolescence (213,48") 353,53° (131,50¢)
Allowance for doubtful accounts (821,28) 13,58( 90,06¢
Valuation (gain) loss on financial instruments (170,14%) (4,04¢) 75,56
Accumulated impairment loss of idle and fixed asset 4,117 3,30(C (38,96¢)
Unrealized depreciation for tax filing - (211,639 190,66:
Unrealized interest expenses - (58,36%) 58,36¢
Allowance for valuation of deferred tax assets 7,306,29; (5,380,761) 1,035,02;
Decrease in unrealized foreign exchange gain ar los (309,52) 168,37! 148,65!
Unallocated overhead and labor - - (48,177)
Deferred income tax effect of change in incomere® - 1,150,95. 900,47t
Others 3,631 1,97¢ 1,42¢
Deferred income tax expense $ 3,32: (17,309 -

(b) The income tax expense calculated at a statutagnie tax rate on loss before income tax was relazhuiith the incom
tax as reported in the accompanying financial statés for the years ended December 31, 2008, 20D2@10, as follows

For years ended December31,

2008 2009 2010

Income tax calculated based on pretax financia los $ (5,441,95) (2,869,23) (1,812,42)
Expiry (increase in) of income tax credit on pursha

of machinery and equipment (1,944,44) 6,582,54 (272,86()
Difference between estimated and actually repartedme

tax expense 1,94¢ 11C 7
(Decrease) increase in valuation allowance forrdefieincome tax assets 7,306,29; (5,380,761) 1,035,02;
Effect of changes in income tax rate - 1,743,46. 1,046,07
10% surtax on undistributed earnings 83,41%
Prior year income tax adjustment 2,82¢ (76,19¢) 4,064
Others 5 76 113
Income tax expense $ 8,09 - -
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(c) As of December 31, 2009 and 2010, the componerdefefred income tax assets or (liabilities) werdaiows:

December 31,

2009 2010
Current deferred income tax assets:
Unused investment tax credit $ 1,577,34! 3,975,40!
Allowance for inventory devaluation and obsoleseenc 26,62( 158,12¢
Allowance for uncollectible accounts 643,45( 553,38
Unrealized valuation loss on financial assets 113,52¢ 37,96!
Unrealized foreign exchange loss 59,42¢ -
Unrealized interest expense 58,36 -
Unallocated overhead and labor - 48,17
Valuation allowance for deterred income tax assets (2,478,73) (4,766,18)
Current deferred income tax assets, net - 6,871
Current deferred income tax liabilities:
Unrealized foreign exchange benefit - (6,877)
Net current deferred income tax assets - -
Non-current deferred income tax assets
Unused investment tax credit $ 5,894,77. 3,769,57.
Loss carry forward 5,784,96. 6,925,94.
Allowance for impairment loss on idle assets 1,511 29,47
Unrealized foreign exchange loss 69,28( -
Unrealized depreciation for tax filing 211,63! -
Others 5,06¢ 2,88¢
Valuation allowance for deferred income tax assets (11,644,76) (10,392,33)
Non-current deferred income tax assets 322,46( 335,53¢
Non-current deferred income tax liabilities
Unrealized foreign exchange benefit - (13,079
Net non-current deferred income tax assets $ 322,46( 322,46(

Full valuation allowance was provided for most lné tomponents of deferred tax assets as managbeléntes that the

are not expected to be realized in future years.
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(d) Under the ROC Statute for Upgrading Industries, @fmenpanys unused investment tax credits as of DecembeR@®10
were as follows:

Purchasing machinery  Personnel training and research and

Year and equipment development expenditures Expiry Year
2007 3,946,68. 28,722 2011
2008 1,587,70. 22,788 2012
2009 376,71 47,414 2013
2010 1,734,951 - 2014

$ 7,646,05: 98,924

ROC Income Tax Law provides an investment tax ¢trémlicompanies that purchase certain types of agemp an
machinery. Such tax credit can be used to reduagliy 50% of income tax liability for each of tfwir years commencil

from the year of equipment purchase, and can be fusther to reduce by up to 100% of such incomeligbility in the
fifth year.

(e) As of December 31, 2010, unused loss carry foruexctredits available to the Company were as fatow

Year Unused loss carry forward tax credits Expiry Year
2008 $ 16,011,859 2018
2009 12,234,762 2019
2010 12,494,219 2020

$ 40,740,840

(f) The Company’s income tax returns have been exantipede ROC tax authority through 2008.

(g) Undistributed earnings, imputation credit accou@t) and creditable ratio

December 31,

2009 2010
Accumulated deficit after 1997 $ (26,974,98) (37,636,29)
Imputation credit account $ 181,28° 181,29!
2009 2010
Creditable ratio -% -%
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(h) The stockholders approved a resolution during timeietings on June 29, 2005, and June 29, 200Wiagche Company
avail of the Income Tax Holiday for qualifying instenent projects under Article 9 of the StatuteWmgrading Industrie
Therefore, the Company has availed of the frear Income Tax Holiday commencing from June 1,5280d January
2006, for the taxable income that is derived ombnf the sale of products produced from its FabPhases 2 and Fab-1 -
Phases 3 investment projects, respectively. Intiaddion June 23, 2010 the Company was approvedibistry of Finance
R.O.C. to avail of the tax holiday commencing frédanuary 1, 2011, from its Fab1l - Phase 4 and Fab- 2

Duration of Income Tax Holiday

Inotera Fab-LIPhase 2 June 2005 to May 2010

Inotera Fab-LPhase 3 January 2006 to December 2010

Inotera Fab-1IPhase 4 and Fab-2 January 2011 to December 2015
(17) Stockholders’ Equity

(a) Common stock

On December 9, 2010, the board of directors apprdeeincrease the Compasytapital arising from the exercise
employees of the stock options granted to them utiseEmployee Stock Option Plan (ESOP). Accordintiie Compan

issued 20,387 thousand shares at an issuance qfrig&0 per share. Also, the process for the regisin thereof we
completed.

On December 15, 2009, the board of directors amutde increase the Companmytapital through the issuance of
million company shares for cash at an issuances @fc$22.5 per share. The capital surplus generfated this capite
increase amounted to $7,995,000 (after deductimgnussions and offering expenses payable by the @ag)p The
proceeds from this capital increase were collected-ebruary 6, 2010. Also, the process for thestegfion thereof we
completed.

On June 18, 2009, the board of directors approeethdrease the Comparsy’capital through the offering of Glol
Depository Shares (GDSs). This offering was appiove the SFB on June 16, 2009. On August 4, 20089,Gompan
issued 64 million GDSs at an issuance price of USHBF per share, which were subsequently listethetMTF market ¢
the LSE. Total issuance of GDSs amounted to US$352housand and each GDS offers the holder tline tigreceive 1
shares of the Company. On August 4, 2009, the rmtepds from this offering amounted to US$308,36@isand ¢
$10,104,546 (after deducting commissions and affeexpenses payable by the Company). The excebe ofet proceel
over the par value of the shares issued of $3,484&s recorded as capital surplus.
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On May 16, 2006 and August 4, 2009, the Companyei$s40 million and 64 million GDSs, respectivelgpresentin
1,040 million common shares of the Company andetl@&3Ss were offered for trading in the MTF markiethe LSE. Eac
GDS offers the holder the right to receive 10 shafethe Company.

As of December 31, 2009 and 2010, the Compmamgvernment registered total authorized capitdah komounted 1
$60,000,000, and total issued common stock amouat$89,775,120 and $46,378,990, respectively, #iib par value p
share.

(b) Capital surplus

As of December 31, 2009 and 2010, the capital sarpbnsisted of the following:

December 31,

2009 2010
Paid-in capital in excess of par value $ 33,022,38 41,017,38
Premium from exercise of employee stock options - 224,96
Compensation cost from exercise of employee stptow plans 98,93¢ 160,98
Expired employee share purchase option - 212,57:
Total $ 33,121,31 41,615,90

According to the ROC Company Law, realized capsiaiplus can be transferred to common stock aftducéng the
accumulated deficit, if any. Realized capital sugghcludes the additional paidl-capital from issuance of common stoc
excess of the common stock’s par value, donatiem fiothers, and additional paid-in capitakreasury stock. Tt
Company’s paidn capital in excess of par value is transferrableommon stock annually but shall not exceed 10%tal
issued and outstanding common stock according fgulagons Governing the Offering and Issuance ofuBtes by
Securities Issuers.

(c) Earnings appropriation and distribution

The Companys annual net profit, after providing for income &nxd covering the losses of previous years, is s asid
for legal reserve at the rate of 10% thereof uhtd accumulated balance of legal reserve equalsotheissued capit:
Thereafter, 1% to 15% of the remainder of the prdffiany, after providing for any special reseryggsuant to releva
laws and regulations, if necessary, is appropriatedonus to employees, and such bonus to empl@s/eesognized as t
Companys expenses in the current year commencing fronyehe 2008. The remainder plus the undistributediegs o
the previous years are distributed or left undisiied for business purposes according to the resolof the stockholders’
dividend distribution plan, which are initially ggosed by the Board of Directors and adopted bysttareholders in tl
Annual Stockholders’ Meeting.
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As it belongs to a highly capitaiensive industry with strong growth potentiale tGompany adopts a dividend distribu
policy which is in line with its capital budget atahgterm financial plans. This policy requires that thistribution of cas
dividends shall be equal to at least fifty perd®%6) of the Company'’s total dividend distributievery year.

Based on the resolutions approved by the stocki®ldaring their meetings on June 18, 2009 and May2®10, n
appropriations were made of earnings in 2008 afi® 23 the Company had no earnings available foroapiations but a
accumulated deficit as of December 31, 2008 an® 2@3pectively.

(d) Share-based payment transactions

On August 29, 2007, December 13, 2007, Septembe@®8, April 30, 2009 and October 15, 2010, 98,0000,
80,000, 14,500 and 56,182 units of stock optioespectively, were granted to qualified full-time @ayees of the
Company. Each option entitles the holder to subsdior one thousand common shares of the Compaey wkercisable.
The original exercise price is $31.05, $26.50, 820$17.40 and $15.40 per share, respectivelyh&sQompany issued
additional GDSs, however, the exercise price gaabtfore August 4, 2009 has been adjusted to $3248, $10.0 and
$17.2 per share, respectively, according to itsleyge stock option plan rules. Also, as the Compasyed additional
shares from capital increase in cash on Februa@@®), however, the exercise price granted befel@ary 6, 2010 has
been adjusted to $27.8, $24.5, $10.0 and $17.3mme, respectively, according to its employeekstgtion plan rules.
These stock options are valid for 8 years and ésaute at certain percentages after the secondensary year from grant
date. 50%, 75% and 100% of these stock optionsvasted after the second, third and fourth annivgrskates,
respectively. On December 15, 2009, the board mefctbrs approved to increase the Company’s caglitelk by issuing
640 million Company shares according to Article 26The Company Law, to retain 10% of 640 millioor@pany shares
for employees, to set January 6, 2010 as the gatatand employee purchase price of $22.5 per .share

Options granted and capital increase in cash dfldcfar employees for the years ended Decembe2(B18, 2009 and 20:
were priced using the Black-Scholes pricing moael tine inputs to the model were as follows:

Employee Stock Option Plan

The first batch The second batch The first batch The first batch The first batch Capital increase
for the year ended for the year ended for the year ended for the year ending for the year ending in cash allocated
December 31, 2007 December 31, 2007 December 31, 2008 December 31, 2009 December 31, 2010 for employees
Assumptions

Expected dividend yield -% -% -% -% -% -%
Grant-date share price 31.05 26.50 10.00 17.40 15.40 28.20
Expected volatility 40.23% 38.41% 40.76% 47.01% 50.93%~53.53% 32.39%
Risk-free interest rate 2.5317% 2.4820% 2.0140% 1.1089% 0.8674% 1.0182%
Expected term 5.375 years 5.375 years 5.375 years 5.375 years 5~6 years 0.08 years
Estimated percentage of 16.11% 16.06% 16.11% 17.57% 16.11% -%

forfeiture
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The details of these employee stock option plangi®years ended December 31, 2008, 2009 and 2&t6,as follows:

For years ended December 31,

2008 2009 2010
Weighted- Weighted- Weighted-
Number of average exercise Number of average exercise Number of average exercise
options (Units) price options (Units) price options (Units) price

Outstanding at January 1, 2008, 2009 and 2010 $95,174 30.95 156,10: 20.56 150,98¢ 19.31
Options granted 80,00( 10.00 14,50( 17.20 56,18 15.40
Option exercised - - - - (20,787 10.00
Options forfeited (19,079 28.14 (19,619 17.79 (13,549 17.79
Outstanding at December 31, 2008, 2009 and 2010 156,10: 20.56 150,98¢ 19.31 172,84¢ 18.95
Options exercisable, end of year - 34,25¢ 79,45(
Weighted-average fair value of options granted $ 3.5 7.5( 7.24

As of December 31, 2009 and 2010, the details ef @lompanys outstanding stock options, which were treated
compensatory plan, were as a follows:

December 31, 2009

Options outstanding Options exercisable
Range of exercise Number of Remaining Number of
price options periods Exercise price options Exercise price
$ 28.6( 69,03 5.6€ 28.6( 34,34 28.6(
$ 24.8( 1,747 5.9t 24.8( 911 24.8(
$ 10.0¢ 66,98¢ 6.7% 10.0C - -
$ 17.2( 13,21¢ 7.3 17.2( - -
December 31, 2010
Options outstanding Options exercisable
Range of exercise Number of Remaining Number of
price options periods Exercise price options Exercise price
$ 27.8( 64,33¢ 4.6€ 27.8( 48,03¢ 27.8(
$ 24.5( 1,517 4.9t 24.5( 86€ 24.5(
$ 10.0¢ 40,44« 5.7¢ 10.0C 30,54¢ 10,0¢
$ 17.2( 11,46¢ 6.3 17.2( - -
$ 15.4( 55,08¢ 7.7¢ 15.4( - -

Compensation costs for share-basedmployee stock option plan payments of $15,83%,88 and $134,785 we
recognized for the years ended December 31, 2@I® and 2010, respectively. Also, compensationscimstshare-based -
capital increase in cash allocated for employeasneats of $0, $0 and $364,800 were recognized Heryears endt
December 31, 2008, 2009 and 2010, respectively.
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Pro forma results of the Company for the years @rmdecember 31, 2008, 2009 and 2010, assuming eemplstpck optior
granted before January 1, 2008 were accountednfbenuSFAS No. 39, were as follows:

For the years ended December 31,

2008 2009 2010
Net loss
As reported $ (21,775,89) (11,476,92) (10,661,31)
Pro forma $ (22,090,67) (11,713,25) (10,799,81)
Basic after income tax loss per share
As reported $ (6.52) (3.19 (2.39)
Pro forma $ (6.62) (3.25) (2.37)
(18) Loss Per Share

For the years ended December 31, 2008, 2009 an@, 204 weightedrverage number of outstanding common shares ai
common stock equivalents for calculating the b&sss per share consisted of the following:

For the year ended December 31, 2008

Amount Loss per share
Loss before Loss after Total weighted-average Before After income
income tax income tax outstanding shares income tax tax
Basic loss per share $ (21,767,80) (21,775,89) 3,337,512 (6.52) (6.52)

For the year ended December 31, 2009

Amount Loss per share
Loss before Loss after Total weighted-average Before After income
income tax income tax outstanding shares income tax tax
Basic loss per share $ (11,476,92) (11,476,92) 3,600,527 (3.19) (3.19)

For the year ended December 31, 2010

Amount Loss per share
Loss before Loss after Total weighted-average Before After income
income tax income tax outstanding shares income tax tax
Basic loss per share $ (10,661,31) (10,661,31) 4,555,673 (2.34) (2.34)

The Company has issued employee stock options,hwdnie potential common shares. Only basic lossspare is disclost
because these potential common shares are navdifot the years ended December 31, 2008, 20028h6.
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(19) Financial Instrument Information

(a) Fair value of financial instruments

The book value of shoterm financial instruments including cash and cashivalents, accounts receivable/ pay
(including related parties), financing from relajgatties and shoterm loans, is believed to be not materially dif#rfron
the fair value because the maturity dates of tlsasetterm financial instruments are within one year fritva balance she

date.

As of December 31, 2009 and 2010, the fair valuE@hpany'’s financial assets and liabilities weréotisws:

December 31,

2009

2010

Fair value

Market value

Value determined
by using broker

Fair value

Value determine

Market value by using broker

in active quote/carrying in active guote/carrying
Book value market value Book value market value
Non-derivative financial instruments:
Financial assets:
Cash and cash equivalents $ 5,376,22! 5,376,22! - 5,018,66' 5,018,66
Accounts receivablerelated parties 9,5623,45. - 9,623,45 5,729,04. - 5,729,04
Financial liabilities:
Short-term loans 5,930,001 - 5,930,001 -
Notes and accounts payable (including accou 3,725,35! - 3,725,35! 10,906,94 - 10,906,94
payableirelated parties)
Bonds payable (including current portion of 18,001,73 - 17,895,62 16,030,86 - 16,060,98
bonds payable)
Long-tern loans (including current portion of 34,797,13 - 34,797,13 52,378,15 - 52,378,15
long-term loans)
Long-term other account payableelated 2,593,001 - 2,593,001 1,923,49: - 1,923,49
parities (including other payableselated
parties)
Other payablesrelated parties (lending from 1,381,701 - 1,381,701 3,000,001 - 3,000,00
related parties)
Derivative financial instruments:
Financial liabilities:
Interest rate swaps 567,64: - 567,64. 223,30: - 223,30

The methods and assumptions used to estimateithafae of each class of financial instrumentsevas follows:

(i) The fair value of financial instruments traded ictige markets is based on quoted market priceshdf financis
instruments are not traded in an active marken the fair value is determined by certain valuatiechniques, usir

assumptions under existing market conditions.
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(i) The discounted present value of anticipated cashsflis adopted as the fair value of lalegm debt. The discounti

rates used in calculating the present value ardasino those of the Company’s existing lotegm loans (includin
current portion of long-term loans) and long-terithes payable -related parties, whose interest rates fluctt
depending on the current market rates.

(b) Financial risk information

(i)

(ii)

Market risk

All derivative financial instruments are intendad rhanage fluctuations in foreign exchange rates iatatest rate
Gains or losses from these managing instrumentikalyg to be offset by gains or losses from thelded items. Thu
market price risks are believed to be low.

Credit risk

The Company signed a “Supply Agreemewith NTC and Micron. Under these agreements, then@my commits 1
supply its production mostly to NTC and Micron. Aales are made to these two major customers, crietlitis
therefore concentrated on these major customeredan the results of the Compasngssessment of this risk and
good credits of these two major customers, its supoto credit risk is low.

Credit risks of financial instrument transactioepnesent the positive net settlement amount ofetlommtracts wit
positive fair values at the balance sheet date.pidsitive net settlement amount represents thettofise Company
the counter-parties breached the contracts. Thksbarhich are the countgarties to the foregoing derivative finan
instruments, are reputable financial institutiokanagement believes its exposure related to thengiat default b
those counter-parties is low.

(iii) Liquidity risk

The Company might not have sufficient operatingiteappo meet its financial commitments. Howevere tGompan
signed a syndicated loan agreement with syndicatdsin order to avail of a new credit line of $8%),000 on Ma
10, 2010, and renewed its mortgage loan and unsgédoan aggregating $1,670,000 with Taichung Bambecembe
24, 2010. Aside from these loans, the Company masad credit facility for shoterm loans. For these reasons,
Company believes that these new credit facilitiés provide sufficient funding to meet its futureeogiting and capit
expenditure needs. In addition, the syndicate bdrdise formally agreed to amend the syndicate |lagneeanent
particularly with respect to the remedial period foe company's breach of financial covenants, améndments
certain financial covenants under such agreements.
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(iv) Interest rate risk

Interest rate risk arises from short-term and ltarga loans. Loans issued at variable rates exgms€ompany to ca
flow interest rate risk. If the market interesteraticreases by 1%, the cash outflow of the Compamyld increase t
$553,782. The Company manages its cash flow irtteads risk by using floating-to-fixed interestte swaps. Su
interest rate swaps are expected to manage theshiate fluctuation risk on conversion of loarithwloating rates t
loans with fixed rates.

(20) Related-party Transactions

(&) Names and relationship of related par

Name Relationship with the Company

Nan Ya Plastics Corp. (NPC) Common director

Nan Ya Printed Circuit Board Corp. (NYPCB) Common director

Nanya Technology Corp. (NTC) One of the major stockholders

MeiYa Technology Corp. (MTC) Common chairman; joint ventures between

NTC and Micron

Micron Technology, Inc. (Micron) (note) One of the major stockholders

Micron Semiconductor Asia Pte. Ltd. (MSA) Subsidiary of Micron

Qimonda AG (note) One of the major stockholders

All board of directors, supervisors, president sive Main echelon of management
presidents

(Note) Micron became a related party when Qimon@asbld all of its equity ownership in the CompanyMicron effective
November 26, 2008.
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(b) Significant related-party transactions
(i) Sales revenue and accounts receivable

Significant sales to related parties for the yesded December 31, 2008, 2009 and 2010, werelag/fol

For the years ended December 31,

2008 2009 2010
% of % of % of

Amount net sales Amount net sales Amount net sales

NTC $ 18,557,96. 49.4¢ 24,321,87 67.3€ 20,718,86 49.9¢
Qimonda AG 18,235,59 48.5¢ - - - -
Micron 345,44 0.92 11,780,97 32.6% 6,155,91! 14.8¢
MSA - - - - 14,579,23 35.1%
$ 37,139,00 98.9¢4 36,102,84 99.9¢ 41,454,01 100.0(

The balances of accounts receivable resulting ftemabove transactions as of December 31, 2002@b@, consiste
of the following:

December 31,

2009 2010
% of accounts receivable — % of accounts receivable
Amount related parties Amount —related parties
NTC $ 5,313,08 55.79 2,895,34. 50.54
Micron 4,210,36! 44.21 2,833,69: 49.46
$ 9,523,45! 100.00 5,729,04. 100.00

The normal credit term with the related partiesvabis 60 days after the end of each delivery mo&#iling price i
calculated using the transfer pricing formula ic@dance with the “Supply Agreement”.
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(ii) Purchases and accounts payable

Significant purchases from related parties forjtbars ended December 31, 2008, 2009 and 2010,asdodlows:

For the years ended December 31,

2008 2009 2010
% of net % of net % of net

Amount purchases Amount purchases Amount purchases

NPC $ 247,90: 1.32 27,23¢ 0.4 163,40¢ 1.81
NTC 2,48t 0.01 21,54¢ 0.34 14,28¢ 0.1¢
Qimonda AG 450,62( 2.3¢ - - - -
Micron - - 75,05¢ 1.1¢ 139,36 1.54
$ 701,00° 3.7z 123,84: 1.9¢ 317,05t¢ 3.51

The balances of accounts payable as of Decemb&089,and 2010, were as follows:

December 31,

2009 2010
% of accounts % of accounts
Amount payable Amount payable
NPC $ 5,68¢ 0.1t 49,25:¢ 0.4t
NTC 27¢ 0.01 1,382 0.01
Micron 65,81( 1.77 62,24+ 0.57
$ 71,77¢ 1.9:¢ 112,88( 1.0¢

The Company pays NPC and NTC on the 15th of thetimfmtiowing the month of purchase and pays Micwathin
30 days of the shipping date. Purchases from NR@ided miscellaneous equipment. Purchase pricespayihen
terms of purchases from related parties are notmadly different from those of non-related genesappliers.

(i) Financing to/from related parties

Financing to/from related parties was as follows:

(1 Lending to related parties (classified under oteeeivables - related parties):

For the year ended December 31, 2008

Maximum Balance as of Interest receivables
balance December 31, 2008 Interest rate Interest income as of December 31, 2008
Micron $ 2,834,92( 2,793,101 4.1575% 11,63¢ 11,61:
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For the year ended December 31, 2009

Maximum Balance as of Interest receivables
balance December 31, 2009 Interest rate Interest income as of December 31, 2009
Micron $ 2,989,79 - 3.2488%~4.1575¢ 41,60¢ -

The Company signed a “Loan Agreement” with MicranNovember 26, 2008. The details of this loan ariolows:

i. Creditline: US$85,000 thousand.
ii. Interest rate: USD 3-month London Inter-banfte@ed Rate (“LIBOR”) plus margin.
iii. Duration: 6 months.

This loan was fully collected on May 26, 2009.

2 Lending from related parties (classified under ofbeyables - related parties):

For the year ended December 31, 2008

Maximum Balance as of Decembe Interest Accrued interest payable as c
balance 31, 2008 Interest rate expenses December 31, 2008
NYPCB $ 60,00( - 2.7937%~1.9073% 14 -
NPC 3,298,701 3,298,70! 2.8000% 28¢ 28€
$ 3,298,70! 302 28¢€
For the year ended December 31, 2009
Maximum Balance as of Interest Accrued interest payable as
balance December 31, 2009 Interest rate expenses of December 31, 2009
NYPCB $ 35,40( - 0.9878%~0.9906¢ 44 -
NPC 3,857,001 1,381,701 0.9878%~1.3062¢ 9,23¢ 1,18(
$ 1,381,701 9,28( 1,18(

For the year ended December 31, 2010

Maximum Balance as of Interest Accrued interest payable as o
balance December 31, 2010 Interest rate expenses December 31, 2010
NPC $ 3,025,30 3,000,00! 0.9939%~1.12661¢ 2,50¢ 741
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(iv) Transactions of property, plant and equipment

1 On May 1, 2009, the Company formally contractedhwiiTC to buy MTC5 machinery and equipment
$2,593,000, which is payable in two installmentse Tirst installment of $689,500 was niterest bearing and w
paid on January 1, 2010. The final installment b®$3,500 is payable on or before January 1, 26lasgified unde
other payablesrelated parties) with interest at the rate basethercontract requirement. As of December 31, 2
the unpaid interest expense (classified under qthgables - related parties) was $19,991.

2 On May 28, 2010, the Company signed a contract WiflC to purchase NTG'pump equipment of $5,150. As
December 31, 2010, the total purchase price hstakn paid.

@3 In 2010, the Company sold idle assemnachinery and equipment for $14,157 to NTC. Thengm disposal (
machinery and equipment amounted to $878, whichalessified under non-operating income and gamtbers. A
of December 31, 2010, the uncollected receivaldmfthis transaction amounted to $14,106, includialyie adde
tax, which was classified under other receivables.

4 On December 16, 2009, the Company formally conddhetith NTC to sell for $14,852 internet equipmeiith book
value of $6,326, and realized a gain on dispos&Beh26, which was accounted for under other incewtaers. A

of December 31, 2009 and 2010, the uncollectedvaioke of $15,595, including tax value add, and i®@pectively
was classified under other receivables - relatetigsa

(v) Lease contracts

The Company signed lease contracts with NTC witbctifve dates commencing from July 1, 2005 and dgnl, 200¢
Refer to notes 7 and 9 for details.

(vi) Other significant transactions

(1) Other receivables—related parties arising from ott@nsactions were as follows:

December 31,
2009 2010

NTC (equipment maintenance fees) $ 1,511 -
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(2) Other payables—related parties arising from ottrerdactions were as follows:

December 31,

2009 2010
NTC (utility expenses, general administrative exgen back end cost, $ 43,87¢ 14,46¢
etc.)
NPC (dormitory expenses, etc.) 3,832 4,22z
Micron (technical service fee, etc) - 4,21¢
$ 47,70¢ 22,90:

Contracts with related parties

The Company signed a “Product Purchase and CapRe#grvation Agreementtith NTC and Qimonda AG. Und
this agreement, these entities are each entitled tmntracted percentage of the Compangfoduction capacit
Likewise, the Company is committed to sell its protibn to these entities at a transfer price calewd in accordan
with the formula stated in the agreement. This agrent took effect on July 15, 2003, and will conérto be in effe
until terminated by either party with cause or whbka Joint Venture Agreement and/or the License Bechnica
Cooperation Agreement between NTC and Qimonda AGeminated. This agreement was terminated onb@ctbl
2008.

The Company signed a “Know-How Transfer Agreememith NTC and Qimonda AG. Under this agreement, ¢
entities allowed the Company to utilize their knbaw in the semiconductor manufacturing processs Hgreeme|
took effect on July 15, 2003, and it will continte be in effect until either of the following cotidns has bee
fulfilled: 1) both corporations decide to terminaeir Joint Venture Agreement or 2) three yeatsrahe completio
of the know-how transfer. This agreement was teaieith on October 11, 2008.

The Company signed a “Supply Agreementith NTC and Micron. Under this agreement, thes#ties are eac
entitled to a contracted percentage of the Compaprdduction capacity. Likewise, the Company hasrdited to se
its production to these entities at a transferepdalculated in accordance with the formula statethe agreemer
Also, NTC and Micron have committed to buy all bétCompanys DRAM production. This agreement took effec
November 26, 2008, and will continue to be in dffentil terminated by either party with cause orewhthe Joir
Venture Agreement between NTC and Micron is terteida

The Company signed a “Technology Transfer Agreefneith NTC and Micron. Under this agreement, thestties
allowed the Company to utilize their technologythie semiconductor manufacturing process. This achtook effec
on November 26, 2008 and it will continue to beeffect until terminated by either party with causexhen the Joil
Venture Agreement between NTC and Micron is terteida
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The Company signed a service contract with NTC. édnithis contract, NTC provides transaction supporthe
following areas: human resources, finance, engingemd construction, raw material, inventory, dtice service fee

charged based on the actual type of service redd&he contract took effect on July 15, 2003, atiticentinue to b
in effect until terminated mutually by both parties

On October 11, 2008, the Company signed a “Teclyyolransfer Agreement for 68-50 nm Process Nodefi
Micron. Under this agreement, the Company is reguto pay Micron technology transfer fee of US$60,Ehousan

for the transfer of “Stacktechnology. As of December 31, 2010, this fee willg paid and recognized as an intang
asset - technical know-how.

On June 18, 2009, the Company signed a “Tool Remar\greement for 68-50nm Process Nodesgh NTC. This
agreement took effect on June 18, 2009, and wiltinae to be in effect until terminated mutually bgth parties

Under this agreement, the Company is required yo\JeC a tool repurpose fee of $191,418. This fes fudly paid a
of December 31, 2010.

Compensation of board of directors, supervisorsraadagement personnel:

For the years ended December 31, 2008, 2009 ar@ #4 compensation of board of directors, supersijspresidel
and vice presidents, key management, were as fellow

For years ended December31,

2008 2009 2010
Salaries $ 23,66 27,71 24,12:
Special compensation 1,15( - -
$ 24,81 27,71 24,12:

Pledged Properties

Refer to note 14 for information on the Companysseds pledged to secure loans.
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(22) Commitments and Contingencies

As of December 31, 2009 and 2010, the balancestsfanding letters of credit were as follows:

December 31,

Currency 2009 2010
USD $ 36,42¢ thousand 24,15¢ thousand
JPY $ 4,382,03. thousand 433,12" thousand
EUR $ 3,42¢ thousand 2,742 thousand
(23) Significant Disaster Loss: None.
(24) Subsequent Event:

Management has performed a preliminary assessném potential impact on the Company as a reduthe® March 11, 201
earthquake that occurred in Japan. The Companygugciag partially some material and parts of equeptnfrom Japane
vendors. However, management believes the Compassiificient safety stock and alternative soutodgmit the near ten
impact. Management is also working closely withalase vendors and suppliers regarding the sugpbtisin of chemical, ra
wafer and parts of equipment. If the related sujgply not be provided timely in the future, managanbelieves it is reasonal
possible this could have a material adverse impacthe Company's results of operations and cashsfliNevertheles
management is closely monitoring the situation.
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Others

For the year ended December 31, 2008

Cost of goods sold| Operating expenses Total

Personnel expenses

Salaries 1,926,86' 235,85¢ 2,162,72
Labor and health insurance 138,06: 10,66¢ 148,73:
Pension expenses 91,40( 11,62: 103,02:
Other personnel expenses 61,57« 5,11¢ 66,69:
Depreciation expenses 27,622,50 88,93¢ 27,711,43
Amortization expenses 13,02( - 13,02(
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For the year ended December 31, 2009
Cost of goods sold| Operating expenses Total
Personnel expenses
Salaries 1,897,56 269,15¢ 2,166,72!
Labor and health insurance 144,91: 14,34( 159,25:
Pension expenses 93,50¢ 12,21¢ 105,72
Other personnel expenses 59,87: 5,02¢ 64,89’
Depreciation expenses 29,516,522 86,70¢ 29,603,22
Amortization expenses 11,16( 180,85¢ 192,01¢
For the year ended December 31, 2010
Cost of goods sold| Operating expensesg Total
Personnel expenses
Salaries 2,695,00. 366,46¢ 3,061,47,
Labor and health insurance 156,70 16,08 172,79
Pension expenses 94,21( 11,18¢ 105,39:
Other personnel expenses 63,11 5,22¢ 68,33’
Depreciation expenses 31,077,05 60,05¢ 31,137,11
Amortization expenses 8,05¢ 723,42: 731,48:

(b) As discussed in note 20(b)(vii) to the financiatstents, the Company signed a service contrabtNdiC, under whict
the General Administrative Office of General Adnsinative Office of the Formosa Group is entrusiegrovide certai
administrative services. For the years ended Deeen®i, 2008, 2009 and 2010, service fees due toGbeere
Administrative Office of the Formosa Group (sundigbtors by Formosa Plastics Corp. and NPC) amoutnt&30,68(
$24,316 and $35,838, respectively.
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(c) The Company’s significant foreign currency finaneiasets and liabilities were as follows:

December 31,
2009 2010
Foreign Foreign

currency currency
(thousand) Exchange rate (thousand) Exchange rate

Foreign currency denominated financia

assets:
usD $ 462,43¢ 32.030( 277,29 29.13C
EUR 1,74C 46.190( 50,58: 38.92(
JPY 9,53¢ 0.347¢ 837 0.358

Foreign currency denominated financia

liabilities:
usD 383,48t 32.030( 266,63: 29.13C
EUR 1,721 46.190( 103,84 38.92C
JPY 2,699,33! 0.347¢ 6,891,50. 0.358

(d) Reclassifications
Certain accounts in the financial statements andffor the year ended December 31, 2008 and 2@0@, been reclassifi
to conform with the presentation of the financialtements as of and for the year ended Decemb&030, for purposes
comparison. These reclassifications have not nafeaffected the financial statements.
(26) Segment Information

(a) Industrial information

The Companys main operating activities are to manufacture #ndell semiconductor product, which belong toregle
industrial segment.

(b) Geographic information
No geographic information was disclosed as the Gomas no foreign operation segment.
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Export sales by geographic areas in 2008, 200284 were as follows:

For the years ended December 31,

2008 2009 2010
% of net % of net % of net
Destination Area sales Amount sales Amount sales
Asia - - - - 14,579,23 35.17
Europe 18,636,21 49.6¢ - - - -
America 345,44: 0.92 11,780,97 32.6¢ 6,155,91! 14.8¢
18,981,65 50.5¢ 11,780,97 32.6: 20,735,15 50.0z
(d) Major customers
The major customers of the Company in 2008, 20@R2811.0, were as follows:
For the years ended December 31,
2008 2009 2010
Client Amount % of net sales Amount % of net sales Amount % of net sales
NTC 18,557,96 49.4¢ 24,321,87. 67.3¢ 20,718,86 49.9¢
Micron - - 11,780,97 32.6¢ 6,155,91: 14.8¢
Qimonda AG 18,636,21 49.6¢ - - -
MSA - - - 14,579,23 35.17
Total 37,194,17 99.0¢ 36,102,84 99.9¢ 41,454,01 100.0¢
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(27)summary of Significant Differences between Accountig Principles Generally Accepted in the Republic o€hina and
Generally Accepted Accounting Principles in the Urted States of America

(a) Capital surplus

Under ROC GAAP, the expatriate employees payrofit quaid by a foreign joint venture partner/shardaplis na
recorded nor treated as the shareholder’s capitpls in the Company.

Under U.S. GAAP, the expatriate employees payrofit @aid by a foreign joint venture partner woukd necorded ¢
expense and treated as capital surplus in the Goynpa

(b) Lease

Under ROC GAAP, the estimated fair value of a pdlstileased building used in evaluating the leaksssificatior
described under Note 2 (k) to the financial statetmean be based on the proportionate fair valukeoéntire building.

Under U.S. GAAP, the fair value of a partially ledsbuilding used in determining the lease classifim must be bas
on the specific fair value of the leased asseth& event that the fair value of the partially Eéduilding cannot
determined, the lease of a partial building shdaddreated as an operating lease. As a resulteéised asset describec
Note 7 to the financial statements, which was é@as a capital lease under ROC GAAP, would beetless an operatil
lease under U.S. GAAP.

(c) Related party transactions

Under ROC GAAP, the transaction with the Generainidstrative Office of Formosa Group as describedlote 25(b) i
not treated as a related party transaction.

Under U.S. GAAP, the transaction would be considereelated party transaction.
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(d) Loss per share

Under ROC GAAP, basic loss per share are calculbyedividing net loss attributable to common shatdérs by th
weighted average number of shares outstanding gltiie year. The shares distributed for employeauba@me treated
outstanding at the beginning of each period. Diuless per share are calculated by taking basie pes share in
consideration plus additional common shares thatldvhave been outstanding if the dilutive shareivaients had bee¢
issued. Net loss is also adjusted for the intemast other income or expenses derived from any lyidgrdilutive shar
equivalents. The weighted average shares outstqagdéadjusted retroactively for stock dividendsie, capitalization
additional paid-in capital and employee bonus. Afiltitive effects are not included in the dilutiv® & calculation. Und
the ARDF Interpretation No. 97-169 “Impacts of Eomy#e Stock Bonuses on Earnings Per Shat@th took effect i
2008, the shares distributed for employees boreisraated as outstanding at grant date in the legilcn of basic earnin
(loss) per share after 2008. For employees boratsiiay be distributed in shares, the number ofeshtar be distributed
taken into consideration assuming the distributidhbe made entirely in shares when calculatingdituted earnings p
share.

Under U.S. GAAP, when a simple capital structurestex basic loss per share is calculated usingmbighted averac
number of common shares outstanding. When a congaeial structure exists, diluted loss per sharbdsed on tt
weighted average number of shares outstandingtpiisumber of additional shares that would have mgstanding
dilutive potential common shares had been issuéth, appropriate adjustments to income or loss taild result fron
the assumed conversions of those potential cominares. The materiality of the dilutive effect ig monsidered.

(e) Pension

Under ROC GAAP, the Compargyunrecognized actuarial gains and losses areegognized as pension liabilities ¢
defined benefit post-retirement plan until the amalated unrecognized amounts exceed certain thicssho

Under US GAAP, an employer to recognize the ovetéadhor underfunded status of a defined benefit-prisement pla

as an asset or liability in the balance sheet anddognize changes in that funded status in athieprehensive income
the year in which the changes occur.

(Continued




46
INOTERA MEMORIES, INC.

NOTES TO FINANCIAL STATEMENTS

(f) Statement of cash flows

Under ROC GAAP, deferred charges arising from bemérges on syndicate loans and underwriter handlivagges ai
classified as investing activities. Also, the castiows and outflows from contracts such as forveardwaps or oth
similar financial instruments held for dealing mding purposes are presented under cash flowsdpmarating activities.

Under US GAAP, bank charges on syndicate loansuanérwriter handling charges are classified asfiiray activities
Also, the cash inflows and outflows from purchaard maturities of financial assets and liabilitegair value throug
profit or loss are presented under cash flows froresting cash activities.

(g) Stock dividends to stockholders

Under ROC GAAP, there is no such de minimis testrrording stock dividends using fair value metraodl fo
determining stock split, unlike U.S. GAAP.

Under US GAAP, generally if the ratio of distribani is less than 20% or 25% of the same class oulistg, stoc
dividends are recorded based on the fair value odetith the par value recorded in the capital lstaccount and tt
excess of fair value over the par value being etras additional paiu capital. Distribution in excess of 20% or 25¢
generally considered as a stock split.

(h) Write-down and valuation of inventory

Under ROC GAAP, inventory is valued at the lowercost or market. Market is determined on the bakiset realizabl
value. Reversals of previous write-downs are reaghin profit or loss in the period in which theversal occurs.

Under US GAAP, inventory is valued at the lowerco$t or market, with market limited to an amourattis not more the
net realizable value nor less than net realizablaevless a normal profit margin. The wridewn establishes a new c
basis for the inventory. Reversals of previousevdowns are not permitted.
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() Classification of loans with covenants

Based on its financial statements as of Decembg2@10 and for the twelveonth period then ended, which are not
submitted to the syndicate banks, Inotera did negtrthe covenant requirements for leverage ratirmbhigher than 1.5
1 and current ratio of not less than 1 to 1 un#lerttvo longterm loan agreements. As of December 31, 2010totia
liabilities plus contingent liabilities amounted $89.00 million versus tangible net worth of $52/8lion or actua
leverage ratio of 1.694 to 1 and the current assatsunted to $17.87 million versus current lialgitof $32.81 million ¢
actual current ratio of 0.545 to 1. However, Inatéias obtained formal waiver from complying with i&d financia
covenants from syndicate banks for the mi@nth period ended June 30, 2010. Also, in its aledrioan agreement w
syndicate banks, Inotera is allowed to avail oftbee period of not over 6 months and 5 monthsaatéra is in breach
its financial covenants in its annual financialtetaents and senainnual financial statements, respectively. A
December 31, 2010, the Company was still in breddhe requirement to maintain minimum current éndkrage ratio:
As the Company is required to cure this breachater than the end of June 30, 2011, the Companywepare to subrr
a formal letter to the managing bank to requesafformal waiver before the expiration of the RerakReriod, so that ti
managing bank can convene a meeting of the Ban#listoiss the aforesaid breach and to resolve b#ierexpiration c
the Remedial Period on whether a waiver of thedireuill be granted.

Under ROC GAAP, there is no specific guidance oretlver or not the debtor is deemed to be in defaulthe balanc
sheet date when the provisions of a laegn syndicate loan agreement requires the crébl#tok to review its audite
semi-annual or annual financial statements befeating the debtor is in default. In practice, leser, such longerm
loan is classified as nocurrent if the debtor (i) is able to secure fronmdigate banks formal confirmations that the
not have any information that the debtor is in défaf its financial covenant on the balance stdsge, and (i) has n
been formally notified by syndicate banks thatsitim default of any loan covenant or the loan agesg contains
provision that the debtor is allowed to avail of ture period of not over 6 months and 5 monthiseifdebtor is in brea
of its financial covenants in its annual finan@ttements and semi-annual financial statemersigectively.

Under US GAAP, current liability classification indes longterm obligations that are or can be callable bydteslitol
either because the debtewiolation of a debt covenant at the balance statt makes the obligation callable, or bec
the violation, if not cured within a specific graperiod, will make the obligation callable. Thenefpa callable loan sh
be classified as current on balance sheet datessioihe of the following conditions is met:

(i) The creditor has waived or subsequently lost thktrio demand repayment for more than one year frenbalanc
sheet.
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(i) For longterm obligations containing a grace period withinieh the debtor may cure the violation, it is priolestha
the violation will be cured within that period, thpreventing the obligation from becoming callable.

Consequently, under US GAAP, loans totaling NT$32,012 and NT$ 19,876,257 at December 31, 201028068
respectively would be classified as current lidieii whereas under ROC GAAP they are classifiddragterm liabilities.

Uncertain tax positions

Under ROC GAAP, uncertain tax positions are recogghibased on the more likely than not criteriohalgh for deferre
tax assets, a valuation allowance is provided i inore likely than not that all or some portidntloe asset will not t
realized.

Under US GAAP, an entity recognizes in the finahsfatements the impact of a tax position, if thasition is more likel
than not of being sustained upon examination, basethe technical merits of the position. The Conyps accountin
policy is to accrue interest and penalties reldtednrecognized tax benefits, if and when requiesia component
general and administrative expenses in the coratelidstatements of income.

(k) Loss on impairment of long-lived assets to be laeld use

()

Under ROC GAAP, the loss on impairment of long-thassets is classified as non-operating expense®sses.

Under US GAAP, the loss on impairment of long-liveesbets is classified as operating expense.
Determination of impairment loss on long-lived dsge be held and use

Under ROC GAAP, an impairment loss is recognizearif asset’s (CGW) carrying amount exceeds its recover
amount. The recoverable amount is the greateriof/édue less costs to sell and value in use, wigchased on the r
present value of future cash flows.

Under US GAAP, an impairment loss is recognizetiéf asset’s (asset grogpcarrying amount exceeds the undiscot
cash flows of the asset (asset group). The impaitioss is calculated based on excess of the cargfinount over the fe
value of the asset (asset group), which is baseenet present value of future cash flows.
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(m)Employee Stock Options

Prior to January 1, 2008, the employee stock optiware accounted for based on Interpretations @92) 071 and 07
issued by the Accounting Research and Developmeuandmation, under which, the intrinsic value metli®adopted t
recognize the compensation cost, which is the i@diffee between the market price of the stock anéxkecise price of t
employee stock option on the measurement date.cAmpensation cost is charged to expense over tiogee vestin
period and increases the stockholdexguity accordingly. Effective from January 1, 200@der ROC SFAS No. &
“Accounting for Share-based Payment,” shhased payment transactions are measured at faie ad charged agai
profit and loss.

Under U.S. GAAP a fair-value based measurement adeith accounting for shateased transactions with employee
also used, except for equity instruments held bpleyee share ownership plans.

(n) Income Tax

ROC SFAS No. 22 “Accounting for Income Taxeaghich was issued in June 1994, is substantiallylaino U.S. GAAP
However, under ROC GAAP, the criteria for determgnivhether a valuation allowance for deferred tssetis require
are less stringent as compared to U.S. GAAP.

Under ROC GAAP, in accordance with ROC SFAS 22ettsre no differences in the calculation of incaapeprovisior
and the corporate income tax rate of 25% for thery@009 and 2008 and 17% for the year 2010 arpteddor botl
periods between annual financial statements amdiimtquarterly financial statements.

Companies in the ROC are subject to a 10% surtgxafits retained and earned after December 317.18%he retaine
profits are distributed in the following year, n6% surtax is due. Under ROC GAAP, income tax expassecorded |
the statement of operations in the following yéainé earnings are not distributed.
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Under U.S. GAAP, a valuation allowance is not pded on tax assets to the extent that it is not &ikely than not'that
such deferred tax assets will be realized. Als@ @ompany has experienced cumulative losses entgears, it is ni
generally able to consider projections of futuremagting profits for the purpose of determining taduation allowance f
deferred income tax assets. A change in tax ratevorequires an adjustment to such deferred tagtasand liabilities |
the period of enactment and is reported as paheofesults of operations.

Under U.S. GAAP, income tax expense related talth retained profit tax is recorded in the statenoéroperations i
the year that the profits were earned based on geamants estimate of the amount of profits to be retairidde incom
tax expense, including the tax effects of tempodaffgrences, is measured by using the rate tt@dddes the estimated 1
on undistributed earnings.

(o) Deferred charge

Under ROC GAAP, transaction costs are deducted flloeninitial measurement of financial instrumerhattare nc
measured at fair value through profit or loss. Beantion costs are those incremental costs diradttijputable to acquirir
or issuing a financial instrument, and excluderimad administrative or holding costs.

Under U.S. GAAP, directly related transaction cdsts financial instruments not measured at fairugalupon initic
recognition are included in the determination astctnlike ROC GAAP, certain internal costs of amaging loans that a
related directly to specified activities performieg the lender are included in capitalized initiledt costs. However, f
financial liabilities, the transaction costs aréedeed as an asset, unlike ROC.

(p) Capitalization of interest expense

Under ROC GAAP, capital increase in cash for wigolwernment approval is obtained specifically fae tonstruction ¢
expansion of plant facilities and for purposes wdiing an investment tax credit thereof is dedddi®m the total capit
expenditures relating to such construction or expmanfor purposes of capitalizing the interest eyggeincurred frol
existing borrowings.

Under U.S. GAAP, capital increase in cash for whicvernment approval is obtained specifically fog tonstruction «
expansion of plant facilities and for purposes w@diling an investment tax credit thereof is not wdd from the tot
capital expenditures relating to such constructorexpansion for purposes of capitalizing the egérexpense incurr
from existing borrowings.
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Additional US GAAP disclosures
(1) Valuation allowance for deferred income tax assets

(i) The change in valuation allowance for deferredassets was as follows:

Amount
Balance as of January 1, 2009 $ 20,060,08
Reduction in 2009 (5,500,33))
Balance as of December 31, 2009 14,559,75
Increase in 2010 968,03
Balance as of December 31, 2010 $ 15,527,79

According to originally amended Income Tax Act palyl announced on May 27, 2009, tegtutory income tax rate |
been reduced from 25% to 20% commencing from 2814h, based on the amended Income Tax Act pubidyounce
on June 15, 2010, the statutory income tax ratdoban reduced further from 20% to 17% commenciogn f2010. For the:
reasons, the Company had written down the defdaerdassets of approximately $1,046,077 and $1,B43abainst tk
related valuation allowance for deferred tax assst®f December 31, 2009 and 2010, respectivelythi® effect in th
reduction of such income tax rate.

The valuation allowance for deferred tax assetsadlozated on a pro-rata basis between gross duamsh noneurren
deferred tax assets as follows:

December 31,

2009 2010
Valuation allowance for deferred tax assetsurrent $ (1,121,67) (5,021,06)
Valuation allowance for deferred tax assetaoncurrent (13,438,08) (10,506,72)
Total $ (14,559,75) (15,527,79)

(2) Basis of Presentation and Liquidity
Under US GAAP the Company incurred a significant luss for the year ended December 31, 2010, hathrifican
accumulated deficit, and its total current liaigkt exceeded its total current assets by $52,83230Bbecember 31, 2010. Th

conditions and facts initially raise doubt abowt thompany’s ability to continue as a going concétanagemens plans fo
additional sources of liquidity include:

(@) Use of Formosa Group’s unconditional credit linesd6,500,000.

(b) Draw down loans for cash to strengthen liquidit@ditional credit facilities in the form of short
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term loans are normally granted every year to thm@any by syndicate banks, aside from the syndioates which wel
already provided by these syndicate banks to thepg@aoy as of December 31, 2010. The unused balanoe thes
facilities amounted to approximately $19,000,000 cisDecember 31, 2010. Based on prior yeaggperience
management expects that these facilities will cardito be available to the Company even if and whenCompany

not in compliance with the relevant financial coapts from the syndicated loan agreements, as itthesase from tin
to time in previous years. Banks continue to extdrar credit facilities to the Company due patitythe Companyg
affiliation with the Formosa Group which has a hfgtancial standing in the banking community.

Use of credit facilities from other banks of approately $2,000,000.

(d)The completion of the full wafestart migration from 70 nanometer to 50 nanometecgss technology in December 2

is expected to have its full effect in improvinggduction efficiency and reducing operating costerfithe beginning «
2011. This, in turn, is expected to have a positimpact on operating results in 2011. On a quadeguarter basi
fully-loaded cost per chip decreased by approxitya2d% in the 4" quarter of 2010 as compared to thBguarter o
2009. As the volume of wafer production and the henof good bits per wafer increases significardlyerating cas
flow is expected to improve assuming a stable graoving DRAM pricing environment. In order to fuethstrengthe
cost competitiveness and revenue generation, thgp@oy continues to migrate to more advanced tecokyies.

As a result of the necessary investment in conoeatiith the technology conversion from 70nm treteb0nm stac
process technology, the company reached a histdiigl in annual capital expenditures of approxiehat55,000,000 |
2010. With this capex behind it, upcoming technglamnversions are expected to be less cajitahsive for th
foreseeable future. 2011 capital expenditures ler full conversion to 42nm plus a 3xnm pilot argeoted to b
$17,000,000, approximately 70% down from 2010.

Consequently, management believes free cash flawgided by the Compang’ operation in 2011 will increase
compared to 2010.

The financial statements do not include any adjastsirelating to the recoverability and classifmatof recorded asst

or the amounts and classification of liabilitiesaory other adjustments that might be necessaryldhbe Company
unable to continue as a going concern.
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(3) Date through Which Subsequent Events Have BeeruBteal

The management of the Company has evaluated treeguént events as disclosed in the financial sei&rthroug
March 28, 2011.

(28)Event (Unaudited) Subsequent to the Date of the Rept of the Independent Registered Public Accounting-irm

The Company's operations have been adversely effdxgt the recent market conditions particularlytier DRAM industry. Fc
the nine month period ended September 30, 2011Cdmepany has incurred an unaudited net loss ofosppately $15 billiol
and its unaudited net cash provided from operaittiyities approximated $10 billion compared to @pmately $18.7 billiol
for the comparable period of the prior year. AsSeptember 30, 2011, the Company's unaudited curadilities exceeded i
unaudited current assets by approximately $37lioijlits unaudited cash and equivalents amounte®0t7 billion and
continues to be unable to maintain certain findnoienants required in its debt agreements. Managé plans to adopt t
following strategies for improving the Company'sogtions and financial situation.

0] Obtain additional equity capital and/or drawndoon credit facilities to strengthen liquidity.
(i) Transition to advanced DRAM process technolagyl product diversities to enhance cash flow.

Management believes the Company's operating resuttsinancial structure will improve by executitige above plans. As
September 30, 2011, the Company has an uncondi@8abillion unused credit line available to ihét increases as and wil
necessary) with the Formosa Group as well as dailanused bank lines of credit. Management coesnto believe tt
Company, in combination with the strategies desctibove, will have sufficient sources of liquiditymeet its obligations
they become due for at least the next 12 months.



