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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(MARK ONE)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended August 2, 2009

OR

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

For the transition period from to

Commission File Number: 001-34428

Avago Technologies Limited

(Exact Name of Registrant as Specified in Its Charter)
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Singapore N/A
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)

1 Yishun Avenue 7

Singapore 768923 N/A
(Address of Principal Executive Offices) (Zip Code)
(65) 6755-7888

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. YES = NO x

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). YES © NO ~

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

Large accelerated filer ~ Accelerated filer

Non-accelerated filer  x (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES © NO x

As of August 2, 2009 there were 213,283,874 shares of our ordinary shares, no par value per share, outstanding.
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PART I - FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements - Unaudited

AVAGO TECHNOLOGIES LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS - UNAUDITED

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

Net revenue

Costs and expenses:

Cost of products sold:

Cost of products sold
Amortization of intangible assets
Restructuring charges

Total cost of products sold
Research and development
Selling, general and administrative
Amortization of intangible assets
Restructuring charges

Total costs and expenses

Income from operations

Interest expense

Gain (loss) on extinguishment of debt
Other income, net

Income (loss) from continuing operations before income taxes
Provision for income taxes

Income (loss) from continuing operations
Income from and gain on discontinued operations, net of income taxes

Net income (loss)

Net income (loss) per share:

Basic:

Income (loss) from continuing operations

Income from and gain on discontinued operations, net of income taxes

Net income (loss)

Diluted:
Income (loss) from continuing operations
Income from and gain on discontinued operations, net of income taxes

Net income (loss)

Table of Contents

Quarter Ended
August 3,2008  August 2, 2009
$ 439 $ 363
251 205
14 15
3 2
268 222
68 59
50 40
7 5
2 13
395 339
44 24
(20) (20)
4
24 8
5 6
19 2
25
$ 44 $ 2
$0.09 $ 0.01
0.12
$0.21 $ 0.01
$0.09 $ 0.01
0.11
$0.20 $ 0.01

Nine Months Ended
August 3, 2008 August 2, 2009
$1,252 $ 1,056
718 619
42 44
5 11
765 674
196 180
148 122
21 16
5 21
1,135 1,013
117 43
(65) (58)
(10) 1
2
44 14)
12 9
32 (23)
33
$ 65 $ (23)
$ 0.15 $ 0.11)
0.15
$ 0.30 $ 0.11)
$ 0.15 $ (0.11)
0.15
$ 0.30 $ (0.11)
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Weighted average shares:
Basic 214 213 214 214

Diluted 219 218 219 214

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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AVAGO TECHNOLOGIES LIMITED

CONDENSED CONSOLIDATED BALANCE SHEETS - UNAUDITED

(IN MILLIONS, EXCEPT SHARE AMOUNTS)

November 2, 2008 (1) August 2, 2009
ASSETS
Current assets:
Cash and cash equivalents $ 213 $ 254
Trade accounts receivable, net 184 178
Inventory 188 153
Other current assets 34 31
Total current assets 619 616
Property, plant and equipment, net 299 273
Goodwill 169 171
Intangible assets, net 721 665
Other long-term assets 63 50
Total assets $ 1,871 $ 1,775
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Accounts payable $ 174 $ 152
Employee compensation and benefits 74 47
Accrued interest 32 13
Capital lease obligations - current 2 2
Other current liabilities 46 37
Total current liabilities 328 251
Long-term liabilities:
Long-term debt 703 700
Capital lease obligations - non-current 5 3
Other long-term liabilities 55 63
Total liabilities 1,091 1,017
Commitments and contingencies (Note 14)
Shareholders equity:
Ordinary shares, no par value; 213,517,292 and 213,283,874 shares issued and outstanding
on November 2, 2008 and August 2, 2009 1,084 1,084
Accumulated deficit (312) (335)
Accumulated other comprehensive income 8 9
Total shareholders equity 780 758
Total liabilities and shareholders equity $ 1,871 $ 1,775
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(1) Amounts as of November 2, 2008 have been derived from audited financial statements as of that date.
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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AVAGO TECHNOLOGIES LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED

(IN MILLIONS)
Nine Months Ended

August 3, 2008 August 2, 2009
Cash flows from operating activities:
Net income (loss) $ 65 $ (23)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization 117 120
Amortization of debt issuance costs 3 3
Gain on discontinued operations (34)
(Gain) loss on extinguishment of debt 6 (1)
Non-cash portion of restructuring charges 1
Loss on sale of property, plant and equipment 1 1
Impairment of investment 2
Share-based compensation 12 7
Changes in assets and liabilities, net of acquisitions and dispositions:
Trade accounts receivable 9 8
Inventory (52) 36
Accounts payable 29) 25)
Employee compensation and benefits 14 27
Other current assets and current liabilities 37) (26)
Other long-term assets and long-term liabilities 19 17
Net cash provided by operating activities 94 93
Cash flows from investing activities:
Purchase of property, plant and equipment 47) 37)
Acquisitions and investment, net of cash acquired (46) @)
Purchase of intangible assets 6)
Proceeds from sale of discontinued operations 50 2
Net cash used in investing activities 49) 42)
Cash flows from financing activities:
Debt repayments (202) 2)
Repurchase of ordinary shares “4) (6)
Excess tax benefits of share-based compensation 1
Cash settlement of equity awards (D (@)
Payment on capital lease obligation (1)
Net cash used in financing activities (206) (10)
Net increase (decrease) in cash and cash equivalents (161) 41
Cash and cash equivalents at the beginning of period 309 213
Cash and cash equivalents at end of period $ 148 $ 254
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The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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AVAGO TECHNOLOGIES LIMITED
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. Overview and Basis of Presentation
Overview
Avago Technologies Limited, or the Company, we, or Avago, was organized under the laws of the Republic of Singapore in August 2005.

We are a designer, developer and global supplier of analog semiconductor devices with a focus on III-V based products. We offer products in
four primary target markets: wireless communications, wired infrastructure, industrial and automotive electronics, and consumer and computing
peripherals. Applications for our products in these target markets include cellular phones, consumer appliances, data networking and
telecommunications equipment, enterprise storage and servers, factory automation, displays, optical mice and printers.

Basis of Presentation
Fiscal Periods

We adopted a 52- or 53-week fiscal year beginning with our fiscal year 2008. Our fiscal year ends on the Sunday closest to October 31. Our first
quarter for fiscal year 2009 ended on February 1, 2009, the second quarter ended on May 3, 2009, the third quarter ended on August 2, 2009, and
the fourth quarter will end on November 1, 2009.

Information

The unaudited condensed consolidated financial statements include the accounts of Avago and all of our wholly-owned subsidiaries and are
prepared in accordance with accounting principles generally accepted in the United States of America, or GAAP. Intercompany transactions and
balances have been eliminated in consolidation.

Interim information presented in the unaudited condensed consolidated financial statements has been prepared by management and, in the
opinion of management, includes all adjustments of a normal recurring nature that are necessary for the fair statement of the financial position,
results of operations and cash flows for the periods shown, and is in accordance with GAAP. These unaudited condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements and related notes for the fiscal year ended November 2, 2008
included in our final prospectus, or the Prospectus, filed pursuant to Rule 424(b)(4) under the Securities Act of 1933, as amended, with the
Securities and Exchange Commission, or the SEC, on August 6, 2009.

The operating results for the quarter and nine months ended August 2, 2009 are not necessarily indicative of the results that may be expected for
the year ending November 1, 2009 or for any other future period. The balance sheet as of November 2, 2008 is derived from the audited
financial statements as of that date. We consider events or transactions that occur after the balance sheet date but before the financial statements
are issued to provide additional evidence relative to certain estimates or to identify matters that require additional disclosure. Subsequent events
have been evaluated through September 3, 2009, the date of issuance of these unaudited condensed consolidated financial statements.

Use of estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates, judgments and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates, and
such differences could affect the results of operations reported in future periods.

Out-of-period Adjustment. During the quarter ended May 3, 2009, we recorded an accrual of $4 million for indirect taxes on certain prior years
purchases and sales transactions. This accrual increased each of cost of products sold and research and
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development expenses for the second quarter of fiscal year 2009 by $2 million and increased net loss for the period by $4 million. We
determined that the impact of the adjustment was not material to prior periods or to the expected results for the year ending November 1, 2009,
and the adjustment was therefore recorded in the second quarter of fiscal year 2009 under the provisions of Accounting Principles Board
Opinion No. 28, Interim Financial Reporting.

Concentrations of credit risk and significant customers. Credit risk with respect to accounts receivable is generally diversified due to the large
number of entities comprising our customer base and their dispersion across many different industries and geographies. We perform ongoing
credit evaluations of our customers financial conditions, and require collateral, such as letters of credit and bank guarantees, in certain
circumstances.

During the quarter ended August 3, 2008, one of our customers accounted for 11% of our net revenue from continuing operations, and during the
nine months ended August 3, 2008, one of our customers accounted for 11% of our net revenue from continuing operations. During both the
quarter and nine months ended August 2, 2009, none of our customers accounted for 10% or more of our net revenue from continuing
operations. As of November 2, 2008, one of our customers accounted for 12% of our net accounts receivable. As of August 2, 2009, one of our
customers accounted for 11% of our net accounts receivable.

Warranty. We accrue for the estimated costs of product warranties at the time revenue is recognized. Product warranty costs are estimated based
upon our historical experience and specific identification of the products requirements, which may fluctuate based on product mix. Specific
accruals are recorded for known product warranty issues.

The following table summarizes the changes in accrued warranty for the nine months ended August 3, 2008 and August 2, 2009 (in millions):

Balance as of October 31, 2007 $
Charged to cost of products sold 4
Balance as of August 3, 2008 - included in other current liabilities $ 4
Balance as of November 2, 2008 $1
Charged to cost of products sold

Utilized 2
Balance as of August 2, 2009 - included in other current liabilities $2

Net income (loss) per share. Basic net income (loss) per share is computed by dividing net income (loss) the numerator by the weighted average
number of shares outstanding the denominator during the period excluding the dilutive effect of options and other employee plans. Diluted net
income (loss) per share gives effect to all potentially dilutive ordinary share equivalents outstanding during the period. In computing diluted net
income (loss) per share under the treasury stock method, the average share price for the period is used in determining the number of shares
assumed to be purchased from the proceeds of option exercises.

For each of the quarter and nine months ended August 3, 2008 and August 2, 2009, the number of shares assumed to be purchased also
considered the amount of unrecognized compensation cost for future service as required under Statement of Financial Accounting Standards, or
SFAS, No. 123R, Share-Based Payment, or SFAS No. 123R. Diluted net income (loss) per share for quarter and nine months ended August 3,
2008 and August 2, 2009 excluded the potentially dilutive effect of weighted average options to purchase 5 million, 5 million, 11 million and

11 million ordinary shares, respectively, as their effect was antidilutive.
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The following is a reconciliation of the numerators and denominators of the basic and diluted net income (loss) per share computations for the
periods presented (in millions, except per share data):

Quarter Ended Nine Months Ended
August 3,2008  August 2,2009  August 3,2008  August 2, 2009
Net income(loss) (Numerator):

Income (loss) from continuing operations $ 19 $ 2 $ 32 $ (23)
Income from and gain on discontinued operations, net of income taxes 25 33
Net income (loss) $ 44 $ 2 $ 65 $ (23)

Shares (Denominator):

Basic weighted average ordinary shares outstanding 214 213 214 214
Add: Incremental shares for:

Dilutive effect of share options 5 5 5

Shares used in diluted computation 219 218 219 214

Net income (loss) per share:

Basic:

Income (loss) from continuing operations $0.09 $ 0.01 $0.15 $ (0.11)
Income from and gain on discontinued operations, net of income taxes 0.12 0.15

Net income (loss) $0.21 $ 0.01 $0.30 $ (0.11)
Diluted:

Income (loss) from continuing operations $0.09 $ 0.01 $0.15 $ (0.11)
Income from and gain on discontinued operations, net of income taxes 0.11 0.15

Net income (loss) $0.20 $ 0.01 $0.30 $ 0.11)

Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board, or FASB, issued SFAS No. 167, Amendments to FASB Interpretation No. 46(R), or
SFAS No. 167. SFAS No. 167 eliminates Interpretation No. 46(R) s exceptions to consolidating qualifying special-purpose entities, contains new
criteria for determining the primary beneficiary, and increases the frequency of required reassessments to determine whether a company is the
primary beneficiary of a variable interest entity. SFAS No. 167 also contains a new requirement that any term, transaction, or arrangement that
does not have a substantive effect on an entity s status as a variable interest entity, a company s power over a variable interest entity, or a
company s obligation to absorb losses or its right to receive benefits of an entity must be disregarded in applying Interpretation No. 46(R) s
provisions. SFAS No. 167 will be effective for our fiscal year beginning November 1, 2010. We are currently assessing the impact that this
standard will have on our results of operations and financial position.

In May 2009, the FASB issued SFAS No. 165, Subsequent Events, or SFAS No. 165. SFAS No. 165 establishes general standards of accounting
for and disclosure of events that occur after the balance sheet date but before financial statements are issued or are available to be issued. It

should not result in significant changes in the subsequent events that an entity reports, either through recognition or disclosure in its financial
statements. SFAS No. 165 introduces the concept of financial statements being available to be issued. It requires the disclosure of the date

through which an entity has evaluated subsequent events and the basis for that date, that is, whether that date represents the date the financial
statements were issued or were available to be issued. This disclosure should alert all users of financial statements that an entity has not

evaluated subsequent events after that date in the set of financial statements being presented. We adopted SFAS No. 165 in the third quarter of
fiscal year 2009. Although the adoption of this SFAS did not have any impact on our results of operations and financial position, we are now
required to provide additional disclosures, which are included elsewhere in Note 1.
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In April 2009, the FASB issued FASB Staff Position, or FSP, No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial
Instruments, or FSP No. FAS 107-1 and APB 28-1. This FSP requires disclosures about fair value of financial instruments for interim reporting
periods as well as in annual financial statements. FSP No. FAS 107-1 and APB 28-1 is effective for interim and annual periods ending after
June 15, 2009. We adopted FSP No. FAS 107-1 and APB 28-1 in the third quarter of fiscal year 2009. The adoption of this FSP did not have a
material impact on our results of operations, financial position or our financial statement disclosures as applicable. See Note 3. Fair Value for
fair value disclosures required by this FSP.
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In December 2008, the FASB issued FSP No. FAS 132(R)-1, Employers Disclosures about Postretirement Benefit Plan Assets, or FSP No. FAS
132(R) -1. This FSP amends SFAS No. 132(R) to provide guidance on an employer s disclosures about plan assets of a defined benefit pension

or other postretirement plan. FSP No. FAS 132(R)-1 requires disclosures surrounding how investment allocation decisions are made, including

the factors that are pertinent to an understanding of investment policies and strategies. Additional disclosures include (a) the major categories of
plan assets, (b) the inputs and valuation techniques used to measure the fair value of plan assets, (c) the effect of fair value measurements using
significant unobservable inputs (Level 3) on changes in plan assets for the period and (d) the significant concentrations of risk within plan assets.
FSP No. FAS 132(R)-1 does not change the accounting treatment for postretirement benefit plans. FSP No. FAS 132(R)-1 will be effective for

us in fiscal year 2010. We are currently assessing the impact that this FSP will have on our financial statement disclosures.

In April 2008, the FASB issued FSP No. FAS 142-3, Determination of the Useful Life of Intangible Assets, or FSP No. FAS 142-3. This FSP
amends the factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized
intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets, or SFAS No. 142. This FSP is intended to improve the consistency
between the useful life of an intangible asset determined under SFAS No. 142 and the period of expected cash flows used to measure the fair

value of the asset under SFAS No. 141 (revised 2007), Business Combinations, and other principles under GAAP. FSP No. FAS 142-3 is
effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim periods within those fiscal years. Early
adoption is prohibited. FSP No. FAS 142-3 will be effective for us in fiscal year 2010. We are currently assessing the impact that this FSP will
have on our results of operations and financial position.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, an amendment of FASB
Statement No. 133, or SFAS No. 161, which requires additional disclosures about the objectives of using derivative instruments, the method by
which the derivative instruments and related hedged items are accounted for under SFAS No. 133, Accounting for Derivative Instrument and
Hedging Activities, and its related interpretations, and the effect of derivative instruments and related hedged items on financial position,
financial performance, and cash flows. SFAS No. 161 also requires disclosure of the fair values of derivative instruments and their gains and
losses in a tabular format. We adopted SFAS No. 161 in February 2009 but have not presented separate disclosures required by SFAS No. 161
and SFAS No. 133 because the impact of derivative instruments is immaterial to our results of operations and financial position.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations, or SFAS No. 141(R). SFAS No. 141(R) will
significantly change current practices regarding business combinations. Among the more significant changes, SFAS No. 141(R) expands the
definition of a business and a business combination; requires the acquirer to recognize the assets acquired, liabilities assumed and noncontrolling
interests (including goodwill), measured at fair value at the acquisition date; requires acquisition-related expenses and restructuring costs to be
recognized separately from the business combination; requires assets acquired and liabilities assumed to be recognized at their acquisition-date
fair values with subsequent changes recognized in earnings; and requires in-process research and development to be capitalized at fair value as
an indefinite-lived intangible asset. In April 2009, the FASB issued FSP No. FAS 141(R)-1, Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise from Contingencies, or FSP No. FAS 141(R)-1. FSP No. FAS 141(R)-1 amends and clarifies
SFAS No. 141(R) to address application issues on initial recognition and measurement, subsequent measurement and accounting, and disclosure
of assets and liabilities arising from contingencies in a business combination. SFAS No. 141(R) and FSP No. FAS 141(R)-1 are effective for us
beginning in fiscal year 2010. We are currently assessing the impact that SFAS No. 141(R) and FSP No. FAS 141(R)-1 will have on our results
of operations and financial position. The adoption of SFAS 141(R) and FSP No. FAS 141(R)-1 will change our accounting treatment for
business combinations on a prospective basis beginning in the first quarter of fiscal year 2010.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an amendment of ARB

No. 51, or SFAS No. 160. SFAS No. 160 will change the accounting and reporting for minority interests, reporting them as equity separate from
the parent entity s equity, as well as requiring expanded disclosures. SFAS No. 160 is effective for us for fiscal year 2010. We are currently
assessing the impact that SFAS No. 160 will have on our results of operations and financial position.

In September 2006, the FASB issued SFAS No. 158, Employers Accounting for Defined Benefit Pension and Other Postretirement Plans-an
amendment of FASB Statements No. 87, 88, 106, and 132(R), or SFAS No. 158. SFAS No. 158 requires an employer to recognize the
overfunded or underfunded status of a defined benefit post-retirement plan (other than a multi-employer plan) as an asset or liability in its
statement of financial position and to recognize changes in that funded status in the year in which the changes occur through comprehensive
income. We have adopted this provision of SFAS No. 158, along with disclosure requirements, at the end of fiscal year 2007, and the effects are
reflected in the consolidated financial statements as of October 31, 2007. SFAS No. 158 also requires an employer to measure the funded status
of a plan as of the date of its year-end statement of financial position, with limited exceptions. This additional provision is effective for us in
fiscal year 2009. We do not expect the change in measurement date to have a material impact on our financial statements.
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2. Inventory

Inventory consists of the following (in millions):

November 2, 2008 August 2, 2009
Finished goods $ 80 $ 61
Work-in-process 87 66
Raw materials 21 26
Total inventory $ 188 $ 153

During the nine months ended August 2, 2009, we recorded write-downs to inventories of $21 million primarily associated with reduced demand
assumptions compared to $9 million during the nine months ended August 3, 2008.

3. Fair Value
Fair Value Measurements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, or SFAS No. 157. SFAS No. 157 provides enhanced guidance
for using fair value to measure assets and liabilities. The standard also provides for expanded information about the extent to which companies
measure assets and liabilities at fair value, the information used to measure fair value and the effect of fair value measurements on earnings.
SFAS No. 157 applies whenever other standards require or permit assets or liabilities to be measured at fair value. This standard does not expand
the use of fair value in any new circumstances. In February 2008, the FASB issued FSP No. FAS 157-1 and FSP No. FAS 157-2. FSP No. FAS
157-1 amends SFAS No. 157 to exclude SFAS No. 13, Accounting for Leases, and its related interpretive accounting pronouncements that
address leasing transactions. FSP No. FAS 157-2 delays the effective date of SFAS No. 157 by one year for nonfinancial assets and nonfinancial
liabilities that are recognized or disclosed at fair value in the financial statements on a nonrecurring basis. For items covered by FSP No. FAS
157-2, SFAS No. 157 will not go into effect until fiscal years beginning after November 15, 2008 and interim periods within those fiscal years.

In October 2008, the FASB issued FSP No. FAS 157-3, Determining the Fair Value of a Financial Asset When The Market for That Asset Is Not
Active, or FSP No. FAS 157-3, to clarity the application of the provisions of SFAS No. 157 in an inactive market and how an entity would
determine fair value in an inactive market. FSP No. FAS 157-3 is effective immediately.

We adopted SFAS No. 157, at the beginning of fiscal year 2009. SFAS No. 157 is effective for nonfinancial assets and liabilities in financial
statements issued for fiscal years beginning after November 15, 2008, which is our fiscal year 2010. The adoption of SFAS No. 157 did not
impact our consolidated financial position or results of operations.

SFAS No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

SFAS No. 157 establishes a three level hierarchy to prioritize the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority
to unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy under SFAS No. 157 are described below:

Level 1 Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting entity has the ability to
access at the measurement date. As of August 2, 2009, we held no Level 1 assets or liabilities.

Level 2 Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or
indirectly. If the asset or liability has a specified (contractual) term, a Level 2 input must be observable for substantially the full term of the asset
or liability.

Level 3 Level 3 inputs are unobservable inputs for the asset or liability in which there is little, if any market activity for the asset or liability at the
measurement date.
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Assets Measured at Fair Value on a Recurring Basis

The table below sets forth by level our financial assets that were accounted for at fair value as of August 2, 2009. The table does not include cash
on hand and also does not include assets that are measured at historical cost or any basis other than fair value (in millions).

Portion of
Carrying Fair Value
Value Measurement at
Measured at Reporting Date
Fair Value as using Significant
of August 2, Other Observable
2009 Inputs (Level 2)
Time deposits (1) $ 152 $ 152
Total assets measured at fair value $ 152 $ 152

(€))] Included in cash and cash equivalents in our unaudited condensed consolidated balance sheet
We measure time deposits at fair value quoted by the banks which do not materially differ from the carrying values of these instruments in the
financial statements.

Assets Measured at Fair Value on a Nonrecurring Basis

The following table presents our assets that are measured at fair value on a nonrecurring basis at least annually or on a quarterly basis, if
impairment is indicated (in millions):

Fair Value
Measurement at
Reporting Impairment
Date Impairment Charges
using Significant Charges for the for
Fair Value as Other quarter the nine
of Unobservable ended months ended
August 2, Inputs August 2, August 2,
2009 (Level 3) 2009 2009
Investment in a Privately-Held Company $ $ $ $ )
The following table presents our Level 3 asset activities duri