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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
™M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DHE SECURITIES EXCHANGE ACT OF 19:
For the Quarterly Period Ended November 30, 2010
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number
1-604

WALGREEN CO.
(Exact name of registrant as specified in its @rart

lllinois 36-192402E
(State of Incorporatior (I.R.S. Employer Identification No
200 Wilmot Road, Deerfield, lllinoi 60015
(Address of principal executive office (Zip Code)

(847) 9142500

(Registrant's telephone number, including area)code

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes¥ NoO

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥dtb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (§8232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasiired to submit and post such files). Ys No[O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See definitions of "large acceleratest’fjl*accelerated filer" and “smaller reporting cpamy” in Rule 12b-2 of the Exchange Act.

Large accelerated filé AcceleratedteF[]
Non-accelerated filel (Do not check if a smaller reporting company) Smaller reporting compal]

Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).
YesO NoM

The number of shares outstanding of the registr&@dmmon Stock, $.078125 par value, as of Nover@®e2010 was 922,415,432,
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PART I. FINANCIAL INFORMATION

Iltem 1. Consolidated Condensed Financial Statemen(Unaudited)

The consolidated condensed financial statementgadfreen Co. and subsidiaries included herein baes prepared by the Company purs

to the rules and regulations of the SecuritiesiExchange Commission. The Consolidated Condenskah&aSheets as of November 30,
2010, August 31, 2010 and November 30, 2009, thes@laated Condensed Statements of Earnings fahtee months ended November 30,
2010 and 2009, and the Consolidated Condensed&iate of Cash Flows for the three months ended iMbee 30, 2010 and 2009, have been
prepared without audit. Certain information andtfmte disclosures normally included in financialtements prepared in accordance with
accounting principles generally accepted in thetéthStates of America have been condensed or ahmittesuant to such rules and regulatic
although the Company believes that the disclosaresdequate to make the information presentethistéading. It is suggested that these
consolidated condensed financial statements beimeazhjunction with the financial statements anel hotes thereto included in the Compa
latest Annual Report on Form 10-K.

In the opinion of the Company, the consolidateddemsed statements for the unaudited interim pepoeisented include all adjustments,
consisting of normal recurring adjustments, neaggssapresent a fair statement of the results fmhsnterim periods. Because of the influe
of certain holidays, seasonal and other factortherCompany's operations, net earnings for anyimmtperiod may not be comparable to the
same interim period in previous years or necegsiadicative of earnings for the full year.

WALGREEN CO. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS
(UNAUDITED)

(In millions, except per share amounts

November November
30, August 31, 30,
2010 2010 2009
Assets
Current Assets:
Cash and cash equivale $ 2,06z $ 1,88 $ 2,552
Shor-term investment - - 60C
Accounts receivable, n 2,472 2,45( 2,571
Inventories 7,90¢ 7,37¢ 7,47¢
Other current assets 22C 214 17C
Total Current Asset 12,66: 11,92: 13,37:

Non-Current Assets:
Property and equipment, at cost, less accumulaprediation and amortizati 11,197 11,18¢ 10,86¢



Goodwill 1,89¢ 1,887 1,467

Other non-current assets 1,28¢ 1,28: 84z
Total Nor-Current Asset 14,38: 14,35: 13,17¢
Total Assets $ 27,04 % 26,278 $ 26,54¢

Liabilities & Shareholders' Equity
Current Liabilities:

Shor-term borrowings $ 13 8 12 $ 13
Trade accounts payak 4,95t 4,58t 5,04:
Accrued expenses and other liabilit 2,78( 2,76: 2,44¢
Income taxe! 401 73 32C

Total Current Liabilities 8,14¢ 7,432 7,82

Non-Current Liabilities:

Long-term debt 2,38¢ 2,38¢ 2,36¢
Deferred income taxe 36C 31€ 27¢
Other nor-current liabilities 1,78: 1,73¢ 1,46

Total Non-Current Liabilities 4,537 4,447 4,10¢

Commitments and Contingencies (see Note 1
Shareholders' Equity:
Preferred stock $.0625 par value; authorized 32anikhares, none issu - - -
Common stock $.078125 par value; authorized 3IBbishares; issued
1,025,400,000 at November 30, 2010, August 31, 20itDNovember 30,

2009 80 80 80
Paic-in capital 70¢ 684 63<
Employee stock loan receivat (74 (87) (127)
Retained earning 17,26¢ 16,84¢ 15,67¢
Accumulated other comprehensive (loss) ince (23) (24) 36
Treasury stock, at cost; 102,984,568 shares atmbge30, 2010, 86,794,9-

at August 31, 2010 and 40,226,063 at November G09 2 (3,599 (3,109 (1,680

Total Shareholders' Equity 14,36 14,40( 14,62
Total Liabilities & Shareholders' Equity $ 27,04 $ 26,27 $ 26,54¢

The accompanying Notes to Consolidated CondengehEial
Statements are an integral part of these Statements

WALGREEN CO. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS
(UNAUDITED)

(In millions, except per share amounts

Three Months Ended
November November
30, 2010 30, 2009

Net sales $ 17,34« $  16,36¢
Cost of sales 12,39¢ 11,82¢
Gross Profi 4,94¢ 4,53¢
Selling, general and administrative expenses 4,004 3,741
Operating Incomu 941 797
Interest expense, n 20 21
Earnings Before Income Tax Provisi 921 77¢€
Income tax provision 341 287
Net Earnings $ 58C $ 48¢
Net earnings per common shi— basic $ 62 $ A€
Net earnings per common shi— diluted $ 62 $ A€

Dividends declared $ A75C 3 137t
Average shares outstandi 928.¢ 988.4

Dilutive effect of stock option 5.5 5.C




Average shares outstanding assuming dilution

934.: 993.4

The accompanying Notes to Consolidated CondengehEial
Statements are an integral part of these Statements

WALGREEN CO. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(UNAUDITED)

(In millions)

Cash Flows from Operating Activities:
Net earning:

Adjustments to reconcile net earnings to net caskiged by operatin

activities-
Depreciation and amortizatic
Deferred income taxe
Stock compensation exper
Income tax savings from employee stock pl
Other
Changes in operating assets and liabili-
Accounts receivable, n
Inventories
Other asset
Trade accounts payak
Accrued expenses and other liabilit
Income taxe:
Other non-current liabilities
Net cash provided by operating activit

Cash Flows from Investing Activities:
Purchases of shi-term investments held to matur
Proceeds from sh«term investments held to matur
Additions to property and equipme
Proceeds from sale of ass

Business and intangible asset acquisitions, neasifi receive

Other
Net cash used for investing activities

Cash Flows from Financing Activities:
Stock purchase
Proceeds related to employee stock p
Cash dividends pai
Other
Net cash used for financing activities

Changes in Cash and Cash Equivalen
Net increase in cash and cash equival
Cash and cash equivalents at Septemt
Cash and cash equivalents at November 30

Three Months Ended
November 30,

2010 2009
$ 58C $ 48¢
272 257

(1) (4)

26 24

- 3

4 5

(30) (54)

(52€) (682)

17 3

37¢ 73t

76 65

327 25¢

49 68

1,16F 1,16¢

- (600)

- 50C

(279 (304)

13 5

(63) (32)

13) -

(334) (431)

(510) (195)

29 63

(16€) (13€)

2 )

(649) (272)

182 465

1,88( 2,087

$ 2,06: $ 2,55:

The accompanying Notes to Consolidated CondengehEial
Statements are an integral part of these Statements



WALGREEN CO. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S

(1) The consolidated condensed financial statermeaksde the accounts of the Company and its sidr#d. All intercompany transactions
have been eliminated. The consolidated conderiisaddial statements are prepared in accordanceawitbunting principles generally
accepted in the United States of America and ireclutiounts based on management’s prudent judgmmhisstimates. Actual results may
differ from these estimates. For a complete disiousof all our significant accounting policies @& see our 2010 Annual Report on Form 10-
K.

(2) On October 30, 2008, the Company announcedess# strategic initiatives, approved by the Bbaf Directors, to enhance shareholder
value. One of these initiatives was a program kmae “Rewiring for Growth”, which was designed éaduce cost and improve productivity
through strategic sourcing of indirect spend, réaycorporate overhead and work throughout the Gomis stores, rationalization of
inventory categories, and transforming communitgirpiacy.

The following pre-tax charges associated with Regifor Growth have been recorded in the Consatid&@ondensed Statements of Earnings
(In millions):

Three Months Ended
November 30,

2010 2009

Severance and other bene $ 23 7
Inventory charges - 19
Restructuring expen: 2 26
Consulting 5 7
Restructuring and restructuring related exps $ 7% 33
Cost of sale: $ - $ 19
Selling, general and administrative expenses 7 14
$ 7% 33

Severance and other benefits include the chargesiased with employees who were separated fronCtdmpany. In the current fiscal year,
27 employees have been separated from the Com&inge inception, a total of 917 employees have lseparated from the Company as a
result of these initiatives.

Inventory charges relate to on-hand inventory tzat been reduced from cost to a selling price belust:.

We have recorded the following balances in accexgnses and other liabilities on our Consolid&@eddensed Balance Sheets (In millions):

Severance anc
Other Benefits

November 30, 2009 reserve balal $ 1
Charges 1C
Cash payment (12)

August 31, 2010 reserve balar -
Charges 2
Cash payment (2

November 30, 2010 reserve bala $ .

Additionally, as a part of the Company’s Customentic Retailing (CCR) initiative, it is enhancitfie store format to ensure that it has the
proper assortments, better category layouts arateadgies, better shelf height and sight lines,attér assortment and brand and private b
layout, all of which are designed to positively anbe the shopper experience and increase custoegeiehcy and purchase size. The
Company expects this format will be rolled out ppaximately 5,500 existing stores. At November W10, in total, the company has
converted 1,714 stores and opened 431 new stotkeshei CCR format. The Company expects to coraggotoximately 3,400 stores and open
approximately 140 new stores with the CCR formah@remaining months of fiscal 2011. For the rigiing remodels, the Company expects
the total cost, which includes both selling, geharal administrative expenses and capital, to et$445 thousand per store. For the three
months ended November 30, 2010, the Company ind$t8 million in total program costs, of which $@lion was included in selling,
general and administrative expenses and $4 miltiarapital costs. During the same period last ywarincurred $11 million in total program
costs, of which $8 million was included in selligggneral and administrative expenses and $3 milliarapital costs.

(3) Inventories are valued on a lower of last-irstfout (LIFO) cost or market basis. At NovemB@r 2010, August 31, 2010 and November
30, 2009, inventories would have been greater g21million, $1,379 million and $1,273 million gctively, if they had been valued on a
lower of first-in, first-out (FIFO) cost or markbasis. LIFO inventory costs can only be determamaually when inflation rates and inventory
levels are finalized; therefore, LIFO inventory tofor interim financial statements are estimatedentory includes product cost, inbound
freight, warehousing costs and vendor allowanceésnttuded as a reduction of advertising expe



(4) The Company provides for future costs relateddsed locations. The liability is based onphesent value of future rent obligations and
other related costs (net of estimated subleasg teettie first lease option date. During the thmemnth period ended November 30, 2010, the
Company recorded charges of $12 million for faieititthat were closed or relocated under long-teamsds. This compares to $22 million for
the three month period ended November 30, 200®@sdkharges are reported in selling, general amihé&drative expenses on the
Consolidated Condensed Statement of Earnings.

The changes in reserve for facility closings andteel lease termination charges include the folgalin millions):

November
November 30  August 31, 30,
2010 2010 2009
Balance- beginning of periot $ 151 $ 99 % 99
Provision for present value of n-cancellable leas
payments of closed faciliti 14 77 18
Assumptions about future sublease income, ternuingtiand changes
interest rate @) 9 ()
Interest accretio 5 22 6
Cash payments, net of sublease inci 22 (45) (10)
Reserve acquired through acquisition - 7 -
Balance- end of perioc $ 151 $ 151 $ 111

(5) The principal retirement plan for employeethis Walgreen Profit-Sharing Retirement Trust toakhboth the Company and participating
employees contribute. The Company's contributidrich has historically related to pre-tax income arportion of which is in the form of a
guaranteed match, is determined annually at theatien of the Board of Directors. The profit-shgrprovision was $82 million for the first
quarter compared to $69 million last year. The @any made no cash or other contributions in fitgtreer of fiscal 2011 or 2010.

(6) The Company granted 8,105,918 and 6,950,3@k stptions under the Walgreen Co. Executive Stopkdd Plan and the Walgreen Co.
Stock Purchase/Option Plan (Share Walgreens) éogtiarters ended November 30, 2010 and 2009, tésggc Total stock-based
compensation expense was $26 million for the quarided November 30, 2010 compared to $24 milkshyear. In accordance with ASC
topic 718 Compensation — Stock Compensation, cosgiEm expense is recognized on a straight-linesloagr the employee's vesting period
or to the employee's retirement eligible dateaifier. For the quarter ended November 30, 20102809, the Company fully recognized
retiree eligible expenses of $5 million and $6 iwill respectively. Therefore, compensation expémsthe quarters ended November 30, 2
and 2009 are not representative of compensatioanmepfor the entire fiscal year. There have beematerial changes in the assumptions

to compute compensation expense during the cugreater.

The Company granted 758,957 and 599,117 restrittexk units under the Walgreen Co. Restricted Stéruk Award Program for the quarters
ended November 30, 2010 and 2009, respectivelyid®ids issued under the program, paid in the fofradditional restricted stock units,
totaled 9,393 units for the quarter ended Novern3Be2010 versus 3,655 units in the same period/kmt The Company also granted 787,
and 602,568 performance shares under the WalgreeReZformance Share Program for the quarters eldedmber 30, 2010 and 2009,
respectively. In accordance with ASC topic 718npensation expense is recognized on a straighblses based on a three year cliff vesting
schedule for the Restricted Stock Unit Award Progend straight line over a three year performameegd for the Performance Share
Program. For the quarters ended November 30, 26d@009, the Company recognized $10 million anth#idon of expense related to these
plans, respectively.

(7) The dilutive effect of outstanding stock optionsearnings per share is calculated using the trgatack method. Stock options are anti-
dilutive and excluded from the earnings per shateutation if the exercise price exceeds the averagrket price of the common shares for
periods presented. At November 30, 2010 and 20@8tanding options to purchase common shares,6¥8,621 and 21,820,384,
respectively were excluded from the calculation.

(8) The Company provides certain health insuramceefits for retired employees who meet eligibiliéguirements, including age, years of
service and date of hire. The costs of these iisra® accrued over the service life of the emgdoyThe Company's postretirement health
benefit plans are not funded.

Three Months Ended Novembe

30,
Components of Net Periodic Benefit Costs (In miilbjx 2010 2009
Service cos $ 4 % 3
Interest cos 5 5
Amortization of actuarial los 4 2
Amortization of prior service cost 3 (©)]
Total postretirement benefit cc $ 10 $ 7

(9) Short-term borrowings and long-term debt casgi$ the following at November 30, 2010, August 3010 and November 30, 2009 (In
millions):



November November

30, August 31, 30,
2010 2010 2009
Shor-Term Borrowings-
Current maturities of loans assumed through thehase of lanc
buildings and equipment; various interest ratesfB000% to 8.75%
various maturities from 2015 to 20 $ 8 % 7 9% 9
Other 5 5 4
Total short-term borrowings $ 13 $ 12 $ 13
Long-Term Debi-
4.875% unsecured notes due 2013 net of unamordizedunt anc
interest rate swap fair market value adjustmerd (¢ete 11’ $ 1,34¢ $ 1,34¢ $ 1,32¢
5.250% unsecured notes due 2019 net of unamoudizedunt 99¢€ 99t 99t
Loans assumed through the purchase of land, bggdind equipment;
various interest rates from 5.00% to 8.75%; varimasurities from
2015 to 2035 53 53 55
2,391 2,39¢ 2,37t
Less current maturitie (8) @) (9
Total-long term debt $ 2,38¢ $ 2,38¢ $ 2,36¢

The Company has had no activity or outstandingrizas in its commercial paper program since thergkqoarter of fiscal 2009. In

connection with the commercial paper program, tbem@any maintains two unsecured backup syndicated bf credit that total $1,100

million. The first $500 million facility expiresroJuly 20, 2011, and allows for the issuance ofoup250 million in letters of credit, which
reduces the amount available for borrowing. Tlewsd $600 million facility expires on August 12,1220 The Company’s ability to access
these facilities is subject to our compliance wfith terms and conditions of the credit facilities|uding financial covenants. The covenants
require the Company to maintain certain finanddilos related to minimum net worth and priority etbong with limitations on the sale of
assets and purchases of investments. At Noventhe@(030, the Company was in compliance with alhstmvenants. The Company pays a
facility fee to the financing banks to keep theéned of credit active. At November 30, 2010, theeze no letters of credit issued against these
credit facilities and the Company does not antig@ay future letters of credit to be issued agdhese facilities.

On July 17, 2008, the Company issued notes tot&ing00 million bearing an interest rate of 4.87%&d semiannually in arrears on
February 1 and August 1 of each year, beginningebsruary 1, 2009. The notes will mature on Augug01ll3. The Company may redeem the
notes, at any time in whole or from time to timepant, at its option at a redemption price equah&greater of: (1) 100% of the principal
amount of the notes to be redeemed; or (2) theafuthe present values of the remaining schedulgdthpats of principal and interest thereon
(not including any portion of such payments of iet# accrued as of the date of redemption), dideolto the date of redemption on a
semiannual basis (assuming a 360-day year corgsistitwelve 30-day months) at the Treasury Ratgs B0 basis points, plus accrued interest
on the notes to be redeemed to, but excludingilaite of redemption. If a change of control triggrevent occurs, unless the Company has
exercised its option to redeem the notes, it vélkéquired to offer to repurchase the notes atrehase price equal to 101% of the principal
amount of the notes plus accrued and unpaid irterdébe date of redemption. The notes are unsecsenior debt obligations and rank equ
with all other unsecured senior indebtedness oC@pany. The notes are not convertible or exchalrige Total issuance costs relating to
offering were $9 million, which included $8 millian underwriting fees. The fair value of the noéissof November 30, 2010, was $1,431
million . Fair value for these notes was determined based qpoted market prices.

On January 13, 2009, the Company issued notegptdl,000 million bearing an interest rate of 3@2paid semiannually in arrears on
January 15 and July 15 of each year, beginningugnlb, 2009. The notes will mature on January2l,9. The Company may redeem the
notes, at any time in whole or from time to timepant, at its option at a redemption price equah&greater of: (1) 100% of the principal
amount of the notes to be redeemed; or (2) theafuthe present values of the remaining schedulgdchpats of principal and interest thereon
(not including any portion of such payments of iett accrued as of the date of redemption), digeolto the date of redemption on a
semiannual basis (assuming a 360-day year corgsistitwelve 30-day months) at the Treasury Ratgs gb basis points, plus accrued interest
on the notes to be redeemed to, but excludingilalte of redemption. If a change of control triggrevent occurs, unless the Company has
exercised its option to redeem the notes, it vélkéquired to offer to repurchase the notes atrehase price equal to 101% of the principal
amount of the notes plus accrued and unpaid iritevyéke date of redemption. The notes are unséecsgnior debt obligations and rank equ
with all other unsecured senior indebtedness oC@pany. The notes are not convertible or exchalrige Total issuance costs relating to
offering were $8 million, which included $7 millian underwriting fees. The fair value of the noéissof November 30, 2010, was $1,146
million. Fair value for these notes was determibhaded upon quoted market prices.

(10) Changes in the carrying amount of goodwillgienhof the following activity (In millions):

Net book value December 1, 200

Goodwill $ 1,47¢

Accumulated impairment losses (12
Total 1,467
Acquisitions 43t
Impairment charge (16)
Other 1
Net book value August 31, 2010 1,88

Acquisitions 33



Other (29
Net book value~ November 30, 201 $ 1,89¢

Other primarily represents immaterial final purahascounting adjustments completed in November 28¥1the Company’s Duane Reade
acquisition.

The carrying amount and accumulated amortizatidntahgible assets consists of the following (Ilions):

November August November

30, 31, 30,
2010 2010 2009
Gross Intangible Asse
Purchased prescription fil $ 77 $ 74¢ 3 58¢
Favorable lease intere 38¢ 377 81
Purchasing and payor contra 28C 28C 273
Trade nam 44 44 25
Other amortizable intangible ass 10¢ 10z 64
Total gross intangible assets 1,59¢ 1,55: 1,032
Accumulated amortizatio
Purchased prescription fil (31€) (299) (227)
Favorable lease intere (48) (38) (22)
Purchasing and payor contra (74) (68) (51)
Trade nam (5) 3 (13)
Other amortizable intangibles (40) (37) (25)
Total accumulated amortizatic (483) (439) (331)
Total intangible assets, net $ 1,11 $§ 1114 $ 701

Amortization expense for intangible assets wasizon and $39 million for the quarters ended Noweer 30, 2010 and 2009, respectively.
The estimated annual amortization expense relatedangible assets as of November 30, 2010 islasifs (In millions):

2011 2012 2013 2014 2015
$ 21 % 194 $ 16 $ 14C $ 11C

(11) The Company uses a derivative instrumentdoage its interest rate exposure associated witle &4 its fixed-rate borrowings. The
Company does not use derivative instruments fairgaor speculative purposes. All derivative ingtents are recognized in the consolidated
condensed balance sheets at fair value. The Congemignates interest rate swaps as fair valuedseoffixed-rate borrowings. For
derivatives designated as fair value hedges, thagsin the fair value of both the derivative instent and the hedged item are recognized in
earnings in the current period. At the inceptiba dledge transaction, the Company formally docum#re hedge relationship and the risk
management objective for undertaking the hedgedtition, it assess both at inception of the hesdgkon an ongoing basis, whether the
derivative in the hedging transaction has beenlyigfiective in offsetting changes in fair valuetb&é hedged item and whether the derivati
expected to continue to be highly effective. Timpact of any ineffectiveness is recognized curyentearnings.

Counterparties to derivative financial instrumestpose the Company to credit-related losses ietkeat of nonperformance, but the Company
currently does not expect any counterparties fddaneet their obligations given their high creditings.

Fair Value Hedges
For derivative instruments that are designatedcaradify as fair value hedges, the gain or losshenderivative, as well as the offsetting gain or
loss on the hedged item attributable to the hedig&dare recognized in current earnings.

The notional amounts of derivative instruments t@anding as of November 30, 2010, August 31, 20ONwovember 30, 2009 were as follows
(In millions):

Notional
Amount
Derivatives designated as hedg
Interest rate swaj $ 1,30(¢

The changes in fair value of the notes attributéblihe hedged risk are included in long-term aebthe Consolidated Condensed Balance
Sheets (see Note 9) and amortized through matutittNovember 30, 2010, August 31, 2010 and Novan3be 2009, the Company had net
unamortized fair value changes of $51 million, $5iflion and $28 million, respectively.

The fair value and balance sheet presentationrofative instruments as of November 30, 2010, varéollows (In millions):
November November

Location in Consolidated 30, August 31, 30,
Condensed Balance Sheet 2010 2010 2009




Asset derivatives designated as hed
Interest rate swaj Other nol-current asset $ 47 $ 44 $ 28

Gains and losses relating to the ineffectivenesh@fCompany’s derivative instruments are recordedterest expense on the Consolidated
Condensed Statement of Earnings. The amountsdeddor the quarters ended November 30, 2010 a68 @@re immaterial.

(12) The Company measures its assets and liabilitiaccordance with ASC topic 820 Fair Value Measients and Disclosures. ASC topic
820 defines fair value as the price that woulddmived for an asset or paid to transfer a lighititan orderly transaction between market
participants on the measurement date. In additi@stablishes a fair value hierarchy that pripeis observable and unobservable inputs us
measure fair value into three broad levels:

Level 1- Quoted prices in active markets that are accesatlilee measurement date for identical assetsiaitities. The fair value hierarct
gives the highest priority to Level 1 inpu

Level 2- Observable inputs other than quoted prices in actiarkets

Level 3- Unobservable inputs for which there is little ormarket data available. The fair value hierarctwegithe lowest priority to Level
inputs.

Assets measured at fair value on a recurring hveis as follows (In millions):

November 30, 201 Level 1 Level 2 Level 3
Assets:
Money market fund $ 1,38 $ 1,382 - -
Interest rate swaj 47 - % 47 -
August 31, 201 Level 1 Level 2 Level 3
Assets:
Money market fund $ 1,03C $ 1,03( - -
Liabilities:
Interest rate sway 44 - % 44 -
November 30, 200 Level 1 Level 2 Level 3
Assets:
Money market fund $ 1,96 $ 1,96¢ - -
Interest rate sway 28 - 9 28 -

Interest rate swaps are valued using six month IRB®arrears rates. See Note 11 for additionalaésires regarding financial instruments.

Assets measured at fair value on a non-recurrisglveere as follows (In millions):

August 31, 2011 Level 1 Level 2 Level 3

Assets:
Goodwill $ 3 - - % 3

Our debt instruments are not reported at fair vadumur statement of financial position and assaulte we will continue to report under the
guidance of ASC topic 825 Financial Instrumentsiclitequires us to disclose the fair value of ceiptdn the footnotes.

(13) The Company is involved in legal proceedirigsluding those described below, and is subjeatvestigations, inspections, audits,
inquiries and similar actions by governmental atittes, arising in the normal course of the Compsutjusiness. Although the outcome of
these legal proceedings and other matters canrfforéeast with certainty, management believesitied flisposition of these matters will not
have a material adverse effect on the Company'mess or consolidated financial position.

On April 16, 2008, the Plumbers and SteamfittersdldNo. 7 Pension Fund filed a putative class actigit against the Company and its fort
and current chief executive officers in the Unifdtes District Court for the Northern Districtlbinois. The plaintiffs amended the compla
on October 16, 2008, which upon the Company’s nmati@ District Court dismissed on September 24920ubsequently, the plaintiffs
moved for the District Court to reconsider the dssal and to allow plaintiffs leave to further ardehe complaint. The District Court granted
plaintiffs’ motion on November 11, 2009. The sed¢@mended complaint was then filed on behalf oflpasers of Company common stock
during the period between June 25, 2007 and Octbl#p07. As in the first amended complaint, theosd amended complaint charges the
Company and its former and current chief executifieers with violations of Section 10(b) of thecbeities Exchange Act of 1934, claiming
that the Company misled investors by failing tacttise (i) declining rates of growth in generic deades and (ii) increasing selling, general
administrative expenses in the fourth quarter @72@vhich allegedly had a negative impact on egsirOn February 1, 2010, the Company
filed a motion to dismiss the second amended campl®©n September 29, 2010, the District Courtdésed the second amended complaint
with prejudice. The plaintiffs did not appeal fdestrict Court’s dismissal.

On August 31, 2009, a Walgreen Co. shareholder dddae Himmel filed a lawsuit, purportedly on ther@many’s behalf, against several
current and former officers and directors (eact”Individual Defendar’). The case is captionitHimmel v. Wasson, et. @and was filed in th



Circuit Court of Lake County, lllinois. The allgiizns in the lawsuit are similar to the securifiesid lawsuit described above. Himmel alle
that the Compang management: (i) knew, or was reckless in not kmgwhat selling, general and administrative exgasnin the fourth quart
of 2007 were too high, in light of decreased psofibm generic drug sales; (ii) knew, or was res&li not knowing, that the Company would
not realize gross profits near what many Wall Steealysts were predicting; and (iii) the directarsl officers had a duty both to prevent the
drop in gross profits and to disclose the expedteg to the public and failed to do either. Then@any’s investigation to date suggests that
the allegations are without merit, and that theviddial Defendants acted in good faith, exercisadipnt business judgment and acted in a
manner that they reasonably believed to be in trafgiainy’s best interests during the period at isSttee Company intends to vigorously
contest the allegations. The case is set fortassteearing on January 21, 2011, at which timdefibg schedule may be set for the Individual
Defendants to file a motion to dismiss.

The Company guarantees a credit agreement on hftlfre Scripts-RxHub, LLC, which provides electooprescription data services. This
credit agreement, for which SureScripts-RxHub, Lik@rimarily liable, has an expiration date of Nowwer 1, 2013. The guarantee arose as a
result of a business decision between partiesgarerthat the operations of SureScripts-RxHub, Wdnild have additional support to access
financing. The liability was $10 million at Novemb30, 2010, August 31, 2010 and November 30, 200%: maximum amount of future
payments that could be required under the guarar$40 million. The Company’s guarantee couldédzuced to $5 million or fully released,
should SureScripts-RxHub, LLC achieve specificinebme and EBITDA targets. If SureScripts-RxHub(.defaulted or became unable to
pay its debts, the Company would be required tilfiits portion of this guarantee.

(14) On April 9, 2010, the Company completed tloels acquisition of Duane Reade Holdings, Inc., Bodne Reade Shareholders, LLC
(Duane Reade), which consisted of 258 Duane Rdadesdocated in the New York City metropolitanaras well as the corporate office and
two distribution centers. Total purchase price %434 million, which included the assumption ebt Included in the purchase price is a
fair market value adjustment to increase debt assumy $81 million. This acquisition increased @@mpany’s presence in the New York
metropolitan area.

The allocation of the purchase price of Duane Reeaeaccounted for under the purchase method olatiog with the Company as the
acquirer in accordance with ASC Topic 805, Busir@smbinations. Goodwill, none of which is deduletifor tax purposes, and other
intangible assets recorded in connection with tgpisition totaled $401 million and $445 milliorspectively. Goodwill consists of expected
purchasing synergies, consolidation of operatiowsraductions in selling, general and administeixpenses. Intangible assets consist of
$303 million of favorable lease interests (10-ywaighted average useful life), $75 million in cusgr relationships (10-year useful life), $38
million in trade name (5-year useful life) and $88lion in other intangible assets (10-year uséfa).

Assets acquired and liabilities assumed in thesaetion were recorded at their acquisition dateviaues while transaction costs associated
with the acquisition were expensed as incurrede Campany’s allocation was based on an evaluafitimeecappropriate fair values and
represented management’s best estimate based itabsevdata. The final purchase accounting has loeenpleted. There were no material
adjustments to the preliminary purchase price atioa. The final fair values of assets acquired lgabilities assumed on April 9, 2010, are as
follows (in millions):

Accounts receivabl $ 52
Inventory 22¢
Other current asse 99
Property and equipme 21¢
Other nor-current assel 3
Intangible assel 44&
Goodwill 401
Total assets acquire 1,443
Liabilities assumei 318
Debt assume 574
Net cash pair $ 56C

The fair values of goodwill and intangible assetsogiated with the acquisition of Duane Reade wetermined to be Level 3 under the fair
value hierarchy. Intangible asset values werenegtid based on future cash flows and custometi@ttrates discounted using an estimated
weighted average cost of capital.

We assumed federal net operating losses of $28@ménd state net operating losses of $261 millmmih of which begin to expire in 2018,
conjunction with the Duane Reade acquisition.

The Company incurred $8 million in costs relatethi®s acquisition in the current quarter, all of efhivas included in selling, general and
administrative expenses. Actual results from DuReade operations are included in the Consolidatattments of Earnings as follows (in
millions, except per share amounts):

Three Months Ended
November 30, 201(

Net sales $ 45¢
Net loss 5)
Net earnings per common sha

Basic $ 0.0C

Diluted $ 0.0C



The aggregate purchase price of all business dadgible asset acquisitions, excluding Duane Reads $63 million for the three months
ended November 30, 2010. These acquisitions agi@@dnillion to goodwill and $46 million to intandébassets, primarily prescription
files. The remaining fair value relates to immetikamounts of tangible assets, less liabilitiesuazed. Operating results of the businesses
acquired have been included in the Consolidateg@tnts of Earnings from their respective acquisitiates forward. Pro forma results of
Company, assuming all of the acquisitions had aeclat the beginning of each period presented, dvool be materially different from the
results reported.

(15) We have recorded the following depreciatiod amortization expense in the Consolidated CoreteBsatements of Earnings (In
millions):

Three Months Ended
November 30,

2010 2009
Depreciation expens $ 20€ $ 207
Intangible asset amortizatic 52 39
System development costs amortiza! 13 11
Total depreciation and amortization expense $ 27: $ 257

(16) There was no cash interest paid for the thrensth period ended November 30, 2010 compare@ tiflion in the prior year’s three
month period. Cash paid for income taxes was $illilbmand $18 million for the three months endedvdmber 30, 2010 and 2009,
respectively.

(17) In August 2010, the Financial Accountingristards Board (FASB) issued an exposure draft agelaacounting that would require

entities to recognize assets and liabilities agigiom lease contracts on the balance sheet. fidpoped exposure draft states that lessees and
lessors should apply a “right-of-use model” in aguting for all leases. Under the proposed modekdes would recognize an asset for the
right to use the leased asset, and a liabilityHerobligation to make rental payments over theddarm. The lease term is defined as the
longest possible term that is “more likely than’riotoccur. The accounting by a lessor would rfies retained exposure to the risks or
benefits of the underlying leased asset. A lesgaid recognize an asset representing its righedeive lease payments based on the expectec
term of the lease. Comments on this exposure aeit due by December 15, 2010 and the final standaxpected to be issued in calendar
2011. The proposed standard, as currently draftéichave a material impact on the Company’s régdresults of operations and financial
position. This exposure draft is non-cash in reafaund will not impact the Company’s cash position.

Iltem 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations should bad together with the financial statements
and the related notes included elsewhere hereincamaonsolidated financial statements, accompapnyotes and Management’s Discussion
and Analysis of Financial Condition and Result©gplerations contained in our Annual Report on Fot@aKlfor the year ended August 31,
2010. This discussion contains forward-lookiregestnents that involve risks and uncertainties. @utual results may differ materially from
those discussed in forward-looking statements.dradhat might cause a difference include, butraselimited to, those discussed under
“Cautionary Note Regarding Forward-Looking Staterts8below and in Item 1A (Risk Factors) in our Amh&®eport on Form 10-K.

INTRODUCTION

Walgreens is principally a retail drugstore chéiattsells prescription and non-prescription drugs$ general merchandise. General
merchandise includes, among other things, housetesits, convenience foods, personal care, beaugy candy, photofinishing and seasonal
items. Customers can have prescriptions fillegetail pharmacies as well as through the mail, arslomers may also place orders by
telephone and via the Internet. At November 3Q020ve operated 8,133 locations in 50 states, th&i& of Columbia, Guam and Puerto
Rico. Total locations do not include 358 conveheare clinics operated by Take Care Health Systéms

Number of Locations
November 30

Location Type November 30, 201 200¢
Drugstores 7,651 7,14
Worksite Facilities 37C 382
Home Care Facilitie 10C 104
Specialty Pharmacie 10 14
Mail Service Facilities 2 2
Total 8,13¢ 7,64¢

The drugstore industry is highly competitive. tidaion to other drugstore chains, independent shargs and mail order prescription
providers, we compete with various other retailectuding grocery stores, convenience stores, messhants and dollar stores.

The Company’s sales, gross profit margin and gposft dollars are impacted by both the percentafgerescriptions that we fill that are
generic and the rate at which new generic versioasntroduced to the market. In general, genarisions of drugs generate lower total sales
dollars per prescription, but higher gross profétrgins and gross profit dollars, as compared wattemt-protected brand name drugs. The
positive impact on gross profit margins and grasdipdollars has been significant in the first eeal months after a generic version of a drt
first allowed to compete with the branded versighich is generally referred to as a "generic cosiger.” In any given year, the number of
blockbuster drugs that undergo a conversion froamtbed to generic status can increase or decrelags) van have a significant impact on



sales, gross profit margins and gross profit dsllaknd, because any number of factors outsidaeCiompany’s control or ability to foresee
can affect timing for a generic conversion, we fagbstantial uncertainty in predicting when suchvewssions will occur and what effect they
will have on particular future periods.

The long-term outlook for prescription utilizatisstrong due in part to the aging population,itteeeasing utilization of multi-source (i.e.,
generic) drugs, the continued development of intiegalrugs that improve quality of life and conthaalth care costs, and the expansion of
health care insurance coverage under the Patieted®ion and Affordable Care Act signed into lawMarch 23, 2010 (the ACA). The ACA
seeks to reduce federal spending by altering theiddel reimbursement formula (AMP) for multi-sourbeigs, and when implemented, is
expected to reduce Medicaid reimbursements.

In conjunction with a class action settlement viitlo entities that publish the average wholesalegpfAWP) of pharmaceuticals, the
methodology used to calculate the AWP, a pricirfgremce widely used in the pharmacy industry, wesged in a way that reduced the AWP
for many brand-name prescription drugs effectivpt&maber 26, 2009. The Company has reached undénstgs with most of its third party
payers to adjust reimbursements to correct fordh@ge in methodology; however, most state Medipeagrams that utilize AWP as a pric
reference did not take action to make similar adjests, resulting in reduced Medicaid reimbursenfi@ndrugs affected by the change.

Total front-end sales have grown due to acquirerestand new store openings, as well as sales igagxisting stores. Personal care, non-
prescription drugs, convenience foods, liquor agalby care front-end sales have increased. Tratet-€nd sales continue to be impacted by
the overall economic impact of the recession agt hinemployment rates.

We continue to expand into new markets and incrpasetration in existing markets. To support owwgh, we are investing in prime
locations, technology and customer service initeti We are focused on retail organic growth; h@meconsideration is given to retail and
other acquisitions that provide unique opportusit@d fit our business objectives, such as ourisitigtn of Duane Reade Holdings, Inc.,
which consisted of 258 Duane Reade stores locatdtkiNew York City metropolitan area, as welllzs ¢orporate office and two distribution
centers. This acquisition increased the Compgmgsence in the New York metropolitan area.

RESTRUCTURING CHARGES

On October 30, 2008, we announced a series oégtcaihitiatives, approved by the Board of Direstdo enhance shareholder value. One of
these initiatives was a program known as “RewifonrgGrowth,” which was designed to reduce costiamgrove productivity through strategic
sourcing of indirect spend, reducing corporate bgad and work throughout our stores, rationaliradibinventory categories, and
transforming community pharmacy. We expect to detepthese initiatives in the current fiscal year.

We have recorded the following pt&« charges associated with our Rewiring for Gropritgram in the Consolidated Condensed Statemé
Earnings (In millions):

Three Months Ended
November 30,

2010 2009

Severance and other bene $ 2% 7
Inventory charge - 19
Restructuring expen: 2 26
Consulting 5 7
Restructuring and restructuring related expens $ 7% 33
Cost of sale: $ - $ 19
Selling, general and administrative expenses 7 14
$ 7% 33

Severance and other benefits include the chargesiased with employees who were separated fronCtmpany. In the current fiscal year,
27 employees have been separated from the Com&inge inception, a total of 917 employees have lseparated from the Company as a
result of these initiatives.

Inventory charges relate to on-hand inventory ktzat been reduced from cost to a selling price betmst. In addition, as a part of our
restructuring efforts we sold an incremental amadnihventory below traditional retail prices. TH#utive effect of these sales on gross profit
was $1 million in the current quarter compared9a§llion last year.

We incurred pre-tax costs of $8 million ($7 millieestructuring and restructuring related expensdsdd million of gross profit dilution) in the
first quarter. Since inception, we have incurr86&million ($312 million of restructuring and restturing related expenses, and $54 million
of gross profit dilution). We anticipate approxitelg $40 million of pre-tax restructuring and restturing related expenses and gross profit
dilution in the remaining months of fiscal 2011.

We have recorded the following balances withingberued expenses and other liabilities sectioruofGmnsolidated Condensed Balance
Sheets (In millions):

Severance anc

Other Benefits

November 30, 2009 reserve balal $ 1
Charges 1C



Cash payments (11)
August 31, 2010 reserve balar -

Charges 2
Cash payments 2
November 30, 2010 reserve bala $ s

We have realized incremental savings related td&R#airing for Growth program of approximately $1d@lion for the three month period
ended November 30, 2010. Selling, general and @idimative expenses realized incremental savingd 82 million in the quarter while cost
of sales benefited by $18 million. Since inceptive have realized total savings related to Regifor Growth of approximately $861

million. Selling, general and administrative expes realized total savings of $763 million, whitestcof sales benefited by approximately $98
million. The savings are primarily the result apense reduction initiatives, reduced store lalnok @ersonnel reductions.

Additionally, as a part of our Customer Centric&létg (CCR) initiative, we are enhancing the stfmenat to ensure we have the proper
assortments, better category layouts and adjacerim¢ter shelf height and sight lines and branmtimivate brand layout, all of which are
designed to positively enhance the shopper expariand increase customer frequency and purchaseWe expect this format will be rolled
out to approximately 5,500 existing stores. At Bimber 30, 2010, in total, we have converted 1,7dres and opened 431 new stores with the
CCR format. We expect to convert approximately08,dtores and open approximately 140 new stordsthét CCR format in the remaining
months of fiscal 2011. For the remaining remodeks expect the total cost, which includes bothrsgllgeneral and administrative expenses
and capital, to be $40 to $45 thousand per stBee.the three months ended November 30, 2010, ewgned $10 million in total program cos

of which $6 million was included in selling, genesad administrative expenses and $4 million initehposts. During the same period last
year, we incurred $11 million in total program &&if which $8 million was included in selling, geal and administrative expenses an(
million in capital costs.

OPERATING STATISTICS

Percentage Increase

(Decreases)
Three Months Ended Novembe
30,
2010 2009
Net Sales 6.C 9.5
Net Earnings 18.¢ 19.€
Comparable Drugstore Sal 0.8 4.¢
Prescription Sale 5.3 10.C
Comparable Drugstore Prescription S¢ 0.9 6.1
Froni-End Sale: 7.3 8.t
Comparable Drugstore Fr-End Sale: 0.4 2.7
Gross Profil 9.C 9.2
Selling, General and Administrative Expen 7.C 7.4

Percent to Net Sale:
Three Months Ended
November 30,
2010 2009
Gross Margir 28.t 27.0
Selling, General and Administrative Expen 23.1 22.¢

Other Statistics
Three Months Ended
November 30,

2010 2009
Prescription Sales as a % of Net Si 65.¢€ 66.2
Third Party Sales as a % of Total Prescription € 95.2 94.7
Total Number of Prescriptions (in million 181 174
30 Day Equivalent Prescriptions (in millions 20z 194
Total Number of Location 8,13: 7,64¢

* Includes the adjustment to convert prescriptigresater than 84 days to the equivalent of thred@0prescriptions. This adjustment reflects
the fact that these prescriptions include approteétgahree times the amount of product days sudglmmpared to a normal prescription.

RESULTS OF OPERATIONS

Net earnings for the first quarter ended Novemife2B10 were $580 million or $.62 per share (dd)iteThis was an 18.8% increase over



same quarter last year. The net earnings inciedke quarter was primarily attributable to impeovgross margins, partially offset by higher
selling, general and administrative expenses aseeptage of sales. Duane Reade, including cestximted with the acquisition, recorded a
pre-tax loss of $8 million in the current quartéwdditionally, for the quarter ended November 301@ we recorded pre-tax Rewiring for
Growth expenses of $7 million and margin dilutidra million. This compares to pre-tax Rewiring Browth expenses of $33 million, or
$.02 per share (diluted) and pre-tax margin ditutid $9 million, or $.01 per share (diluted), ire thrior year’s quarter.

Net sales for the quarter ended November 30, 28d@ased by 6.0% to $17,344 million. The acquisitbDuane Reade increased total s

by 2.8% in the current quarter. Drugstore salesemses resulted from sales gains in existing stomd added sales from new stores, each of
which include an indeterminate amount of marketefhiprice changes. Sales in comparable drugsteeesup 0.8% in the current

quarter. Comparable drugstores are defined ag thas have been open for at least twelve consecotonths without closure for seven or
more consecutive days and without a major remodalr@tural disaster in the past twelve monthsmétels associated with our CCR
initiative are not considered major and therefayendt affect comparable drugstore results. Reémtand acquired stores (including Duane
Reade) are not included as comparable storesddirtit twelve months after the relocation or asgign. We operated 8,133 locations (7,651
drugstores) as of November 30, 2010, compareds#®dpcations (7,147 drugstores) a year earlier.

Prescription sales increased by 5.3% and repres€bt8% of total sales for the quarter ended Nowwrb, 2010. The acquisition of Duane
Reade increased prescription sales by 1.9% inufrertt quarter. In the prior year’'s quarter, prggion sales increased 10.0% and representec
66.2% of total sales. Comparable drugstore pretson sales were up 0.9% for the quarter ended Méves 30, 2010. The effect of generic
drugs, which have a lower retail price, replacingra name drugs reduced prescription sales by B1@ke current quarter versus to 2.3% in
the prior year’s quarter. The effect of generindatal sales was a reduction of 1.8% in the cumearter compared to 1.4% in the prior year’s
quarter. Third party sales, where reimbursemergdsived from managed care organizations, thergavent, employers or private insurers
were 95.3% of prescription sales for the quartelediNovember 30, 2010, compared to 94.7% in ther paar. We receive market driven
reimbursements from non-governmental payors, a eambwhich typically reset in January. The tatamber of prescriptions filled for the
current quarter (including immunizations) was apprately 181 million compared to 174 million foretlsame period last year. Prescriptions
adjusted to 30 day equivalents were 202 milliothi current quarter versus 194 million in last igequarter.

Front-end sales increased 7.3% and were 34.2%alfdales for the quarter ended November 30, 20h@ acquisition of Duane Reade
increased front-end sales by 4.6% in the quaitethe prior year's quarter front end sales inceela®.5% and comprised 33.8% of total

sales. In addition to the impact of Duane Redt®jricrease in front-end sales is due in part w stere openings and improved sales dollars
related to non-prescription drugs, liquor, persazat and beauty care. Comparable drugstore &htsales increased 0.4% for the current
quarter compared to the prior year, which incre&s@e. The increase in comparable front end sald®e quarter was primarily attributed to
liquor, non-prescription drugs and beauty carecWwhvas partially offset by decreased sales in Hmldeand photo products and convenience
foods.

Gross margin as a percent of sales was 28.5% ioutfient quarter compared to 27.7% last year. @herargins in the quarter were positively
impacted by higher front-end margins, includingueetl Rewiring for Growth costs. Also impacting gias was an increase in retalil
pharmacy margins where the positive effect of gerdnug sales more than offset market driven reirs®ments and a $34 million pre-tax, or
$.02 per share (diluted), writedown of flu shotentory.

We use the LIFO method of inventory valuation, vihéan only be determined annually when inflaticiesand inventory levels are finalized;
therefore, LIFO inventory costs for the interimdirtial statements are estimated. Cost of salasdied a LIFO provision of $42 million for tl
quarter ended November 30, 2010 versus $34 mifligaar ago. Our estimated annual inflation ratéatember 30, 2010 was 2.00%
compared to 1.75% in the prior year’s period. Ppher year’s rate anticipated lower inflation omaprescription inventory.

Selling, general and administrative expenses & @ptage of sales were 23.1% for the first quaderpared to 22.8% a year ago. As a
percentage of sales, the current quarter increasedwe to Duane Reade operational expenses arnccotperate miscellaneous expenses,
partially offset by incremental savings from ouniéng for Growth initiatives, primarily reducedose payroll and expenses and lower
advertising expenses.

Interest was a net expense of $20 million and $Rliomfor the quarters ending November 30, 2016 2009, respectively. The decrease in
interest expense for the three month period is gmilgnattributed to reduced interest rates tieduofixed to variable interest rate swap. The
current and prior years’ interest expense is n&Bafillion, which was capitalized to constructjomjects.

The effective tax rate was 37.0% for the perioddeelniNovember 30, 2010 and 2009.
CRITICAL ACCOUNTING POLICIES

The consolidated condensed financial statementgrapared in accordance with accounting princigkserally accepted in the United States
of America. The preparation of these financialesteents requires the Company to make estimatefidgchents that affect the reported
amounts of assets, liabilities, revenues and exgseas well as related disclosures. Managemens litasestimates and judgments on historical
experience and other assumptions, which it beliewd® reasonable under the circumstances. Awtgalts may differ from these

estimates. To the extent that the estimates uffed ilom actual results, adjustments to the staet of earnings and corresponding balance
sheet accounts would be necessary. These adjustmeunld be made in future statements. For a cetamliscussion of all our significant
accounting policies please see our 2010 Annual RepoForm 10-K. Some of the more significantresties include goodwill and other
intangible asset impairment, allowance for doukdftdounts, vendor allowances, liability for closechtions, liability for insurance claims, ¢

of sales, and income taxes. We use the followiethods to determine our estimates:



Goodwill and other intangible asset impairm-
Goodwill and other indefinitéved intangible assets are not amortized, bueaeduated for impairment annually during the fougttarter, ¢
more frequently if an event occurs or circumstaratemnge that would more likely than not reducefélirevalue of a reporting unit below its
carrying value. As part of our impairment analyfsiseach reporting unit, we engaged a third papgraisal firm to assist in the
determination of estimated fair value for each.uflihis determination included estimating the falue using both the income and market
approaches. The income approach requires managémestimate a number of factors for each repgrtinit, including projected future
operating results, economic projections, anticipditeure cash flows and discount rates. The magptoach estimates fair value using
comparable marketplace fair value data from withcomparable industry grouping.

The determination of the fair value of the repagtimits and the allocation of that value to indivdtlassets and liabilities within those
reporting units requires us to make significanineastes and assumptions. These estimates and atssosnrimarily include, but are not
limited to: the selection of appropriate peer grocompanies; control premiums appropriate for adtjoiss in the industries in which we
compete; the discount rate; terminal growth rades; forecasts of revenue, operating income, degtieniand amortization and capital
expenditures. The allocation requires severalysealto determine fair value of assets and ligslihcluding, among other things,
purchased prescription files, customer relatiorshipd trade names. Although we believe our estisnatt fair value are reasonable, actual
financial results could differ from those estimate® to the inherent uncertainty involved in maldogh estimates. Changes in assump
concerning future financial results or other ungied assumptions could have a significant impaceitimer the fair value of the reporting
units, the amount of the goodwill impairment chameboth. We also compared the sum of the estichfatir values of the reporting units to
the Company'’s total value as implied by the maviedtie of the Company’s equity and debt securifidésis comparison indicated that, in
total, our assumptions and estimates were reasanatdwever, future declines in the overall maskadtie of the Compang’equity and det
securities may indicate that the fair value of onenore reporting units has declined below itsyiag value.

We have not made any material changes to the methexaluating goodwill and intangible asset impants during the last three
years. Based on current knowledge, we do not\eelieere is a reasonable likelihood that there lvdle material change in the estimate
assumptions used to determine impairment.

Allowance for doubtful accoun-
The provision for bad debt is based on both spedéfteivables and historic wi-off percentages. We have not made any materialges
to the method of estimating our allowance for déuwk#ccounts during the last three years. Basecuorent knowledge, we do not believe
there is a reasonable likelihood that there wilblraaterial change in the estimates or assumptised to determine the allowance.

Vendor allowance-
Vendor allowances are principally received as altes purchases, sales or promotion of vendosipets. Allowances are genere
recorded as a reduction of inventory and are reizedras a reduction of cost of sales when theeelaterchandise is sold. Those
allowances received for promoting vendors' prodacésoffset against advertising expense and regsalteduction of selling, general and
administrative expenses to the extent of advegigiourred, with the excess treated as a redudfiamventory costs. We have not made
material changes to the method of estimating ondeeallowances during the last three years. Basezlirrent knowledge, we do not
believe there is a reasonable likelihood that thelebe a material change in the estimates or mgdions used to determine vendor
allowances.

Liability for closed location:-
The liability is based on the present value of fetxent obligations and other related costs (nesstifmated sublease rent) to the first le
option date. We have not made any material chatogis®e method of estimating our liability for cemslocations during the last three
years. Based on current knowledge, we do not\zetigere is a reasonable likelihood that there lvgla material change in the estimate
assumptions used to determine the liability.

Liability for insurance claim-
The liability for insurance claims is recordedséd on estimates for claims incurred and is natodisted. The provisions are estimated in
part by considering historical claims experienamndgraphic factors and other actuarial assumptitvs.have not made any material
changes to the method of estimating our liabilityihsurance claims during the last three yearsseB on current knowledge, we do not
believe there is a reasonable likelihood that thehebe a material change in the estimates or mggions used to determine the liability.

Cost of sale-
Drugstore cost of sales is derived based on ggistle scanning information with an estimatedbrinkage and adjusted based on periodic
inventories. Inventories are valued at the lowferast or market determined by the last-in, firat-(LIFO) method. We have not made any
material changes to the method of estimating cbsales during the last three years. Based orpuknowledge, we do not believe there is
a reasonable likelihood that there will be a materihange in the estimates or assumptions useekéondine cost of sales.

Income taxe-

We are subject to routine income tax audits thatipperiodically in the normal course of businessS. federal, state and local and fore
tax authorities raise questions regarding our itangfpositions, including the timing and amountd&ductions and the allocation of income
among various tax jurisdictions. In evaluating téve benefits associated with our various tax filpagitions, we record a tax benefit for
uncertain tax positions using the highest cumutatax benefit that is more likely than not to balimed. Adjustments are made to our
liability for unrecognized tax benefits in the metiin which we determine the issue is effectiveditied with the tax authorities, the statut
limitations expires for the return containing the& position or when more information becomes abéelaOur liability for unrecognized tax
benefits, including accrued penalties and inteisshcluded in other long-term liabilities on czonsolidated balance sheets and in income
tax expense in our consolidated statements of mgsni



In determining our provision for income taxes, vee @n annual effective income tax rate based dtiydar income, permanent differences
between book and tax income, and statutory inc@xeates. The effective income tax rate also reflear assessment of the ultimate
outcome of tax audits. Discrete events such ag aattiements or changes in tax laws are recogriizgte period in which they

occur. Based on current knowledge, we do not belieere is a reasonable likelihood that there lpéla material change in the estimates or
assumptions used to determine the amounts recéodé@ttome taxes

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents were $2,062 million aeler 30, 2010, compared to $2,552 million at Malyer 30, 2009. Short-term
investment objectives are to minimize risk, maimtgjuidity and maximize after-tax yields. To attéhese objectives, investment limits are
placed on the amount, type and issuer of securitiegestments are principally in U.S. Treasury keafunds and Treasury Bills.

Net cash provided by operating activities for thieee months ended November 30, 2010 was $1,16Bmidbmpared to $1,168 million a ye
ago. When compared to the prior year, higher agtiegs in the current period were offset by lowerking capital improvements. For the
three months ended November 30, 2010, we genega@timillion in cash flow from working capital imprements, as compared to the prior
yea''s period where working capital improvements getext&326 million of cash. Cash provided by opereiis the principal source of funds
for expansion, acquisitions, remodeling programdddnds to shareholders and stock repurchases.

Net cash used for investing activities was $334ionilfor the three months ended November 30, 2@I0pared to $431 million a ye

ago. Additions to property and equipment were $2iBon compared to $304 million last year. Dugithe current year’s first quarter we
added a total of 131 locations (87 net) compareiBtblast year (153 net). There were 29 ownedilmesadded during the first quarter and 57
under construction at November 30, 2010 versus/ted locations added and 50 under constructioryest

Home Specialty Mail
Drugstores  Worksites Care  Pharmacy Service Total
August 31, 201! 7,56: 367 101 14 2 8,04¢
New/Relocate: 10¢ 5 - 1 - 115
Acquired 12 - 4 - - 16
Closed/Replaced (32 (2 (5) (5) - (44)
November 30, 201 7,651 37C 10C 10 2 8,13¢

Business acquisitions this year were $63 milliorsue $32 million in the prior year. Business asiigins in the current year include the
purchase of $29 million of home care assets wighrémaining balances relating primarily to the pase of prescription files. The prior year
acquisitions are primarily related to the purchafsgrescription files.

Capital expenditures for fiscal 2011 are expecteloet approximately $1.4 billion, excluding businasguisitions and prescription file
purchases. We expect new drugstore organic grofvpproximately 2.5 to 3.0 percent in fiscal 2014 the first quarter, we added a total of
131 locations, of which 109 were new or relocatedydtores. We are continuing to relocate storesdre convenient and profitable
freestanding locations.

Net cash used for financing activities was $649ionilcompared to the prior ye's net cash use of $272 million. On October 192®ur
Board of Directors approved a long-term capitalgyolto maintain a strong balance sheet and firarilgxibility; reinvest in our core
strategies; invest in strategic opportunities tieatforce our core strategies and meet return remeénts; and return surplus cash flow to
shareholders in the form of dividends and sharargases over the long term. In connection withaayital policy, our Board of Directors
authorized a share repurchase program (2009 reggeghrogram) and set a long-term dividend paydiat target between 30 and 35

percent. The 2009 repurchase program, which wapleded in September 2010, allowed for the repwsettd up to $2,000 million of the
Company’s common stock prior to its expiration cecBmber 31, 2013. For the three months ended Noae®®, 2010 and 2009 shares
totaling $360 million and $150 million were purckdsn conjunction with the 2009 repurchase prograspectively. On October 13, 2010,
our Board of Directors authorized a new share mepase program (2011 repurchase program) which alfomthe repurchase of up to $1,000
million of the Company’s common stock prior toéspiration on December 31, 2012. For the threethmanded November 30, 2010, shares
totaling $150 million were purchased in conjunctwith the 2011 repurchase program. To supporh#els of the employee stock plans, we
did not purchase any shares in the current yeapaoed to $45 million a year ago. We had proceeldéad to employee stock plans of $29
million during the first three months versus $63lion for the same period last year. Cash dividepdid were $166 million during the first
three months versus $136 million for the same pegigear ago.

We had no commercial paper outstanding at Novel@®e2010. In connection with our commercial pggegram, we maintain two
unsecured backup syndicated lines of credit thtat 1,100 million. The first $500 million faciitexpires on July 20, 2011, and allows for the
issuance of up to $250 million in letters of credihich reduce the amount available for borrowifighe second $600 million facility expires on
August 12, 2012. Our ability to access theseifgslis subject to our compliance with the termd aonditions of the credit facility, including
financial covenants. The covenants require usamtain certain financial ratios related to minimuaet worth and priority debt, along with
limitations on the sale of assets and purchasas/eftments. At November 30, 2010, we were in d@npe with all such covenants. The
Company pays a facility fee to the financing battkkeep these lines of credit active. At Noven®®@r2010, there were no letters of credit
issued against these facilities and we do not ipatie any future letters of credit to be issuedreidahese facilities.

Our current credit ratings are as follows:

Long-Term Debt Commercial Paper



Rating Agency Rating Outlook Rating Outlook
Moody's A2 Stable P-1 Stable
Standard & Poor' A Stable A-1 Stable

In assessing our credit strength, both Moody'sStaddard & Poor's consider our business modeltadegiiucture, financial policies and
financial statements. Our credit ratings impactfature borrowing costs, access to capital mar&atsoperating lease costs.

CONTRACTUAL OBLIGATIONS AND COMMITMENTS
The following table lists our contractual obligatfoand commitments as of November 30, 2010:

Payments Due by Period (In millions’

Less than 1
Total Year 1-3 Years 3-5 Years Over 5 Years
Operating leases (. $ 36,107 $ 2,28¢ $ 4587 $ 4,39t $ 24,83¢
Purchase obligations (2
Open inventory purchase ords 1,57¢ 1,57¢ - - -
Real estate developme 358 18¢ 14C 24 -
Other corporate obligatior 851 37t 363 93 20
Long-term debt*(3) 2,35¢ 9 1,30¢ 9 1,03
Interest payment on lo-term debt 63€ 118 232 10& 18¢€
Insurance* 574 22¢€ 17t 83 aC
Retiree health 44¢ 12 27 33 374
Closed location obligations 151 42 39 22 48
Capital lease obligations *(: 95 4 6 6 79
Other long-term liabilities reflected on the balarsheet’
4) 89t 94 184 157 46E
Total $ 44,04, $ 492¢ $ 7051 $ 492 $ 27,13(

* Recorded on balance sheet.

(1) Amounts for operating leases and capital leasestinclude certain operating expenses under gmeksuch as common a
maintenance, insurance and real estate taxes.e Bxpenses for the Company's most recent fiscalwese $375 million

(2) The purchase obligations include agreemenpsitohase goods or services that are enforceadlégally binding and that specify all
significant terms, including open purchase ord

(3) Total long-term debt on the Consolidated Caoiséel Balance Sheet includes a $51 million fair mevklue adjustment and $7 million of
unamortized discoun

(4) Includes $79 million ($31 million due ir-3 years, $34 million due ir-5 years and $14 million due in over 5 years) oeaognized ta
benefits recorded under ASC topic 7

The expected timing of payments of the obligatiabsve is estimated based on current informatiomirig of payments and actual amounts
paid may be different, depending on the time oéitoof goods or services, or changes to agreed-apwunts for some obligations.

OFF-BALANCE SHEET ARRANGEMENTS

We do not have any unconsolidated special purpotes and, except as described herein, we dbaat significant exposure to any off-
balance sheet arrangements. The term “off-baldneet arrangement” generally means any transa@greement or other contractual
arrangement to which an entity unconsolidated witlis a party, under which we have: (i) any oblatrising under a guarantee contract,
derivative instrument or variable interest; or éijetained or contingent interest in assets teaired to such entity or similar arrangement that
serves as credit, liquidity or market risk supgortsuch assets.

Letters of credit are issued to support purchasigatipns and commitments (as reflected on the @atial Obligations and Commitments
table) as follows (In millions):

Insurance $ 238
Inventory obligation: 83
Real estate development 19
Total $ 33t

We have no off-balance sheet arrangements otherttioge disclosed on the Contractual Obligatioms@mmitments table and a credit
agreement guaranty on behalf of SureScripts-RxHuUE, This agreement is described more fully in &8 in the Notes to Consolidated
Condensed Financial Statements.

Both on-balance sheet and off balance-sheet fingraediernatives are considered when pursuing quitatastructure and capital allocation
objectives.

RECENT ACCOUNTING PRONOUNCEMENTS



In August 2010, the Financial Accounting Standddard (FASB) issued an exposure draft on leaselentic that would require entities to
recognize assets and liabilities arising from lezm@racts on the balance sheet. The proposedesgdraft states that lessees and lessors
should apply a “right-of-use modeiti accounting for all leases. Under the proposedeh lessees would recognize an asset for thé tioginse
the leased asset, and a liability for the obligatm make rental payments over the lease term.|eldse term is defined as the longest possible
term that is “more likely than not” to occur. Taecounting by a lessor would reflect its retainegosure to the risks or benefits of the
underlying leased asset. A lessor would recogaiizasset representing its right to receive leagmeats based on the expected term of the
lease. Comments on this exposure draft were duRelsgmber 15, 2010 and the final standard is egpedctbe issued in the second calendar
quarter of 2011. The proposed standard, as clyrérafted, will have a material impact on the Camny's reported results of operations and
financial position. This exposure draft is nontcasnature and will not impact the Company’s cpehition.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report and other documents that we file whtt $ecurities and Exchange Commission contain folteeking statements that are base«
current expectations, estimates, forecasts anégions about our future performance, our busirmasbeliefs and our management’s
assumptions. Statements that are not historictd fre forward-looking statements, including fardvBboking information concerning
pharmacy sales trends, prescription margins, numtetlocation of new store openings, outcomedigglion, the level of capital
expenditures, industry trends, demographic tregidsyth strategies, financial results, cost redurctiotiatives, acquisition synergies, regulat
approvals, and competitive strengths. Words ssaclexpect,” “outlook,” “forecast,” “would,” “could,“should,” “project,” “i " “plan,”

intend,
“continue,” “believe,” “seek,” “estimate,” “anticgte,” “may,” “assume,” and variations of such woaah&l similar expressions are often used to
identify such forward-looking statements, which arade pursuant to the safe harbor provisions oPthete Securities Litigation Reform Act
of 1995. These forward-looking statements aregnarantees of future performance and involve riagsumptions and uncertainties,
including, but not limited to, those describedtenh 1A “Risk Factors” in our Form 10-K for the fedg/ear ended August 31, 2010 and in other
reports that we file or furnish with the Securiteesd Exchange Commission. Should one or moresesthisks or uncertainties materialize, or
should underlying assumptions prove incorrect,aatesults may vary materially from those indicate@nticipated by such forward-looking
statements. Accordingly, you are cautioned nqiase undue reliance on these forward-looking statés, which speak only as of the date
they are made. Except to the extent required Wwywse undertake no obligation to update publicly &srward-looking statements after the
date they are made, whether as a result of newniafiion, future events, changes in assumptionsharaise.

Iltem 3. Quantitative and Qualitative Disclosure dout Market Risk

In January 2010, we entered into two interestsai@p transactions converting our $1,300 millior78% fixed rate notes to a floating interest
rate tied to the six month LIBOR in arrears plusastant spread. These financial instrumentsarsitive to changes in interest rates. On
November 30, 2010, we had $1,053 million in I-term debt obligations that had fixed interestsat& one percentage point increase or
decrease in interest rates would increase or deeitba annual interest expense we recognize arwh#iiewe pay for interest expense by
approximately $13 million.

Iltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Management conducted an evaluation of the effentige of the design and operation of our disclosongrols and procedures as of the
end of the period covered by this Form 10-Q. Ttretrols evaluation was conducted under the sugerviend with the participation of
the Company’s management, including its Chief ExgewOfficer (“CEO”) and Chief Financial Officer CFO”). Based upon the
controls evaluation, our CEO and CFO have conclulday as of the end of the period covered byrég®rt, our disclosure controls and
procedures were effective to provide reasonablerasse that information required to be disclosedunExchange Act reports is
recorded, processed, summarized and reported withitime periods specified by the SEC, and thel $nformation is accumulated and
communicated to management, including the CEO dfd,@s appropriate to allow timely decisions regeydequired disclosure.

Changes in Internal Control over Financial Reportirg

In connection with the evaluation pursuant to ExgjeaAct Rule 13a-15(d) of the Company's internaltiad over financial reporting (as
defined in Exchange Act Rule 13a-15(f)) by the Camps management, including its CEO and CFO, nagémduring the quarter ended
November 30, 2010 were identified that have matgrifected, or are reasonably likely to mategiaffect, the Company's interr

control over financial reporting.

In the second quarter of fiscal 2010 we signedgaaeanment to outsource select accounting transaptiocessing activities. This is part of
an ongoing initiative to transform our accountimgamization to a new model which includes sharedices and multiple centers of
excellence. The Company’s management has concthdethe outsourcing agreement has not mateddf@cted, and is not reasonably
likely to materially affect, the Company’s interrantrol over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including the CEO and CFO, do xme& that our disclosure controls and procedureaipinternal control over
financial reporting will prevent or detect all ersaand all fraud. A control system, no matter vaall designed and operated, can provide
only reasonable, not absolute, assurance thabtiteot system’s objectives will be met. The desigm control system must reflect the
fact that there are resource constraints, andeheflis of controls must be considered relativéh&r costs. Further, because of



inherent limitations in all control systems, no lexagion of controls can provide absolute assurdhaemisstatements due to error or fraud
will not occur or that all control issues and im&tas of fraud, if any, within the Company have bédetected. These inherent limitations
include the realities that judgments in decisiorkimg can be faulty and that breakdowns can occoab&e of simple error or

mistake. Controls can also be circumvented byrtiwidual acts of some persons, by collusion o o more people, or by management
override of the controls. The design of any systémontrols is based in part on certain assumptaiyout the likelihood of future events,
and there can be no assurance that any desigeusieed in achieving its stated goals under adirgiat! future conditions. Projections of
any evaluation of controls effectiveness to futpeeiods are subject to risks. Over time, contnodyy become inadequate because of
changes in conditions or deterioration in the degrfecompliance with policies or procedures.

PART Il. OTHER INFORMATION

ltem 1. Legal Proceedings

The information in response to this item is incogted herein by reference to Note 13 of the Codatdid Condensed Financial Statements of
this Quarterly Report.

Iltem 1A. Risk Factors

In addition to the other information set forth nistreport, you should carefully consider the fesdiscussed in Part I, Item 1A “Risk Factors”
in our Annual Report on Form 10for the year ended August 31, 2010, which coultarially affect our business, financial conditmmfuture
results.

Our quarterly results may be volatile.

Our operating results have historically varied aquarterly basis and are likely to vary in the fatbased upon a number of factors, some of
which we have little or no control over. Factorattmay affect our quarterly operating results idelubut are not limited to, economic
conditions, including the rate of unemploymentssemlity, product mix, the timing of the introdwatiof new generic and brand name
prescription drugs, the severity and timing of caidl flu season, the timing and magnitude of ce@impany initiatives, changes in
reimbursement rates and the other risk factorsudgad in Part |, Item 1A “Risk Factors” in our Amh&eport on Form 16 for the year ende
August 31, 2010. Accordingly, we believe that pefio-period comparisons of our operating resulty mat necessarily be indicative of our
future quarterly or annual performance.

ltem 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(c) The following table provides information about puasses by the Company during the quarter ended Noxe8®, 2010 of equity
securities that are registered by the Company puatdo Section 12 of the Exchange 2

Issuer Purchases of Equity Securitie
Total Number of Shares Approximate Dollar Value of

Total Number of Purchased as Part of Shares that May Yet Be
Shares Purchased Average Price Publicly Announced Purchased Under the Plans
Period (1) Paid per Share RepurchasePrograms (2) or Program (2)
9/1/2010 -
9/30/201C 12,361,46 $ 29.1% 12,361,46 $ =
10/1/201C
10/31/201 - $ - - $ 1,000,000,00
11/1/201C
11/30/2011 4,316,600 $ 34.6¢ 4,316,600 $ 850,317,84
Total 16,678,06 $ 30.5¢ 16,678,06 $ 850,317,84

(1) The Company did not purchase any shares of its aomstock in ope-market transactions to satisfy 1
requirements of the Company's employee stock paechad option plans, as well as the Company's
Nonemployee Director Stock Ple

(2)  On October 14, 2009, the Board of Directors appidavshare repurchase program (2009 repurc
program). The 2009 repurchase program, which wasgptated in September 2010, authorized the
repurchase of up to $2,000 million of the Comparmgmmon stock prior to its expiration on Decembkr .
2013. On October 13, 2010, the Board of Directpigraved a new share repurchase program (2011
repurchase program) which allows for the repurclvéss to $1,000 million of the Company’s common
stock prior to its expiration on December 31, 20M2e total remaining authorization under the 2011
repurchase program is $850 million as of Novemli@er2810.

Item 6. EXHIBITS



The agreements included as exhibits to this regrerincluded to provide information regarding theims and not intended to provide
any other factual or disclosure information abtet Company or the other parties to the agreemdrts.agreements may contain
representations and warranties by each of theggatdithe applicable agreement that were madeydolethe benefit of the other parties
to the applicable agreement, and:

» should not in all instances be treated as caieg) statements of fact, but rather as a wayllotating the risk to one of the
parties if those statements prove to be inaccurate;

* may have been qualified by disclosures thatweade to the other party in connection with thgotiation of the applicable
agreement, which disclosures are not necessaficted in the agreement;

* may apply standards of materiality in a wayt ikalifferent from what may be viewed as matetigayou or other investors; and

« were made only as of the date of the applicaleement or such other date or dates as mayebéisd in the agreement and
are subject to more recent developments.

Accordingly, these representations and warrantigg not describe the actual state of affairs ab®fiate they were made or at any other
time.

Exhibit No. Description SEC Document Referenci
3.1 Articles of Incorporation of Walgreen Co., as ameghincorporated by reference to Exhibit 3(a) to Wadgr€o's
Quarterly Report on Form 10-Q for the quarter ended
February 28, 1999 (File No-00604)

3.2 Amended and Restated By-Laws of Walgreen Co. lasorporated by reference to Exhibit 3.1 to Walgré€m.'s
amended effective as of September 1, 2008. Current Report on Form 8-K (File No.aD604) filed with the
SEC on September 5, 20

10.7* Walgreen Co. 2011 Executive Deferred Compensilncorporated by reference to Exhibit 10.1 to Wadgr€0's
Plan Current Report on Form 8-K (File No.aD604) filed with the
SEC on November 12, 20:

10.2* Walgreen Co. 162(m) Deferred Compensation Plarneorporated by reference to Exhibit 10.1 to Wadgr€o0.’s
amended Current Report on Form 8-K (File No.aD604) filed with the
SEC on December 6, 20

10. Amendment to the Walgreen Co. Profit Shai Filed herewith
Restoration Pla

12 Computation of Ratio of Earnings to Fixed Char¢ Filed herewith

31.1 Certification of the Chief Executive Officer pursudoFiled herewith.
Section 302 of the Sarbar-Oxley Act of 2002

31.z Certification of the Chief Financial Officer pursudo Filed herewith
Section 302 of the Sarbar-Oxley Act of 2002

32.1 Certification of the Chief Executive Officer pursudoFiled herewith
Section 906 of the Sarbanes-Oxley Act of 2002, 18
U.S.C. Section 135(

32.z Certification of the Chief Financial Officer puent toFiled herewith.
Section 906 of the Sarbanes-Oxley Act of 2002, 18
U.S.C. Section 135(

101** The following financial statements and footnotesyfr Furnished herewith.
the Walgreen Co. Quarterly Report on Form 10-Q for
the fiscal quarter ended November 30, 2010, fordatt
in XBRL (eXtensible Business Reporting Language):
(i) Consolidated Condensed Balance Sheets; (ii)
Consolidated Condensed Statement of Earnings; (iii)
Consolidated Condensed Statement of Cash Flow:
(iv) the Notes to Consolidated Condensed Financial
Statements

* Management contract or compensatory plan or aeraegt.
** |n accordance with Rule 406T under Regulatiei,S3he XBRL-related information in Exhibit 101 tieis Annual Report on Form 10-K



shall be deemed to I*furnishe¢ and not“filed”.




SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

WALGREEN CO.
(Registrant

Dated: 1/03/1:/s/ W.D. Miquelon
W.D. Miquelon
Executive Vice Presidel
(Chief Financial Officer

Dated: 1/03/1:/s/ M.M. Scholz

M.M. Scholz
Controller
(Chief Accounting Officer




AMENDMENT
to the
WALGREEN CO. PROFIT-SHARING RESTORATION PLAN
l.

The Walgreen Co. Profit-Sharing Restoration Plae (Plan”) is amended to add the following parafrafier the last paragraph of Section 3
(Participation):

“Notwithstanding the foregoing, no employees sbhalpermitted into the Plan on and after Octob&010.”
Il.
Effective January 1, 2011, the following Section ghall be added after Section 4.6 (Effect of Payine

‘4.7 Frozen Plan. No contributions to the Secular Trust shall benptted under the Plan on and after January 1, 2@&ikticipants who ha
a phantom account under the Secular Trust prisutt date, however, may continue to maintain sacbumnt.”



Exhibit 12

WALGREEN CO. AND SUBSIDIARIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Three Months Ende Fiscal Year Ende
11/30/201C 11/30/200¢ 8/31/201C
Income before income taxes and minority inte $ 921 $ T77€ 3 3,37¢
Add:
Minority interest - - -
Fixed charge 291 263 1,10(
Less: Capitalized interest (3 (3 (12
Earnings as define $ 1,20¢ $ 1,03¢ $ 4,461
Interest expense, net of capitalized inte $ 20 $ 21 $ 90
Capitalized interes 3 3 12
Portions of rentals representative of the intefastor 26¢€ 23¢ 99¢
Fixed charges as defined $ 291 $ 262 $ 1,10(C

Ratio of earnings to fixed charg 4.2 3.94 4.0¢€



EXHIBIT 31.1

CERTIFICATION

I, Gregory D. Wasson, certify that:

1. | have reviewed this quarterly report on Forn-Q of Walgreen Co.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or om#téde a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer 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, theqols presented in this repo

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rule 13a-
15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o

supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly durithg fperiod in which this report is being prepai

b) Designed such internal control over financial réipgr;, or caused such internal control over finah@aorting to be designed under «
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and pres@ntais report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psit based on such evaluation;

d) Disclosed in this report any change in the regmtsanternal control over financial reporting tleecurred during the registrant's m
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant's intaf control over financial reporting; al

5. The registrant's other certifying officer(s) anltblve disclosed, based on our most recent evaluatiimiernal control over financi
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@rspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refimaincial information; ani

b) Any fraud, whether or not material, that involveammagement or other employees who have a significdain the registrant's intern
control over financial reporting

Is/ Gregory D. Wasso President and Chief Executive Officer Date: Jan3a2011
Gregory D. Wasso




EXHIBIT 31.2

CERTIFICATION

I, Wade D. Miquelon, certify that:

1. | have reviewed this quarterly report on Forn-Q of Walgreen Co.

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or om#téde a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer 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, theqols presented in this repo

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act Rule 13a-
15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o

supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly durithg fperiod in which this report is being prepai

b) Designed such internal control over financial réipgr;, or caused such internal control over finah@aorting to be designed under «
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and pres@ntais report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psit based on such evaluation;

d) Disclosed in this report any change in the regmtsanternal control over financial reporting tleecurred during the registrant's m
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant's intaf control over financial reporting; al

5. The registrant's other certifying officer(s) anltblve disclosed, based on our most recent evaluatiimiernal control over financi
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@rspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the registsaability to record, process, summarize and refimaincial information; ani

b) Any fraud, whether or not material, that involveammagement or other employees who have a significdain the registrant's intern
control over financial reporting

Executive Vice President and Chief Financial
/sl Wade D. Miguelor Officer Date: January 3, 201
Wade D. Miquelor




Exhibit 32.]

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the Quarterly Report of Walgré&am, an lllinois corporation (the "Company"), oarfa 10-Q for the quarter ended
November 30, 2010 as filed with the Securities Brchange Commission (the "Report"), I, Gregory Dasabn, Chief Executive Officer of t
Company, certify, pursuant to Section 906 of theb&aes-Oxley Act of 2002, to the best of my knowled

(1) The Report fully complies with the requirerteeaf Section 13(a) or 15(d) of the Securities Exae Act of 1934; and

(2) The information contained in the Report faplesents, in all material respects, the finanmadition and results of operations of the
Company.

/s/ Gregory D. Wasson
Gregory D. Wasson
Chief Executive Officer
Dated: January 3, 2011

A signed original of this written statement reqdil®y Section 906 has been provided to Walgreera@ad will be retained by Walgreen Co. ¢
furnished to the Securities and Exchange Commissiats staff upon request.



Exhibit 32.Z

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the Quarterly Report of Walgré&am, an lllinois corporation (the "Company"), oarfa 10-Q for the quarter ended
November 30, 2010 as filed with the Securities Brdhange Commission (the "Report"), I, Wade D. Mign, Chief Financial Officer of th
Company, certify, pursuant to Section 906 of theb&aes-Oxley Act of 2002, to the best of my knowled

(1) The Report fully complies with the requirengnf Section 13(a) or 15(d) of the Securities ExgjeaAct of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finarmaldition and results of operations of the
Company.

/s/ Wade D. Miquelon
Wade D. Miquelon
Chief Financial Officer
Dated: January 3, 2011

A signed original of this written statement reqditey Section 906 has been provided to Walgreera@d will be retained by Walgreen Co. ¢
furnished to the Securities and Exchange Commissiats staff upon request.



