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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTER ENDED MAY 31, 2010
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dyf ®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)ode

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

YesHM NoO

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasiired to submit and post such files). s NoO

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

Large accelerated fil&d AccelerateteF
Non-accelerated filel (Do not check if a smaller reporting company) Smaller reporting compall

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
YesO Noi

The number of shares outstanding of the regissr@dmmon Stock, $.078125 par value, as of May 3102vas 973,178,093.
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PART 1. FINANCIAL INFORMATION

Item 1. WALGREEN CO. AND SUBSIDIARIES CONSOLIDATED CONDENSE D FINANCIAL STATEMENTS

The consolidated condensed financial statemenisdad herein have been prepared by the Companyamirto the rules and regulations of
the Securities and Exchange Commission. The Cinlatetl Condensed Balance Sheets as of May 31, 20b@ist 31, 2009 and May 31,
2009, the Consolidated Condensed Statements ofrigarfor the three and nine months ended May 310 2(d 2009, and the Consolidated
Condensed Statements of Cash Flows for the nineghm@mded May 31, 2010 and 2009, have been prepétfealt audit. Certain

information and footnote disclosures normally imted in financial statements prepared in accordaitbeaccounting principles generally
accepted in the United States of America have beadensed or omitted pursuant to such rules andatgns, although the Company
believes that the disclosures are adequate to thakieformation presented not misleading. It iggasted that these consolidated condensed
financial statements be read in conjunction withfihancial statements and the notes thereto iedud the Company's latest annual repol
Form 10-K.

In the opinion of the Company, the consolidateddemsed statements for the unaudited interim pepogsented include all adjustments,
consisting of normal recurring adjustments, neagdsapresent a fair statement of the results fichsnterim periods. Because of the
influence of certain holidays, seasonal and othetofs on the Company's operations, net earningafpinterim period may not be
comparable to the same interim period in previceery or necessarily indicative of earnings forftileyear.

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

(In millions, except per share amounts

May 31, August 31, May 31,

2010 2009 2009
Assets
Current Assets:
Cash and cash equivale $ 1,712 $ 2,081 $ 2,30(C
Shor-term investment 60C 50C 10C

Accounts receivable, n 2,72¢ 2,49¢ 2,797



Inventories 7,11( 6,78¢ 6,891
Other current assets 18E 177 164
Total Current Assets 12,33¢ 12,04¢ 12,25:
Non-Current Assets:
Property and equipment, at cost, less accumulagprkediation and amortizati 11,15¢ 10,80: 10,59¢
Goodwill 1,89/ 1,461 1,46:
Other non-current assets 1,32: 83C 83<
Total Non-Current Assets 14,37 13,09: 12,89:
Total Assets $ 26,700 $ 2514: $ 25,14
Liabilities & Shareholders' Equity
Current Liabilities:
Shor-term borrowings $ 9 $ 15 $ 10
Trade accounts payak 4,58¢ 4,30¢ 4,59¢
Accrued expenses and other liabilit 2,531 2,40¢ 2,31z
Income taxes 217 40 52
Total Current Liabilities 7,341 6,76¢ 6,97
Non-Current Liabilities:
Long-term debt 2,35¢ 2,33¢ 2,33¢
Deferred income taxe 26€ 26& 31€
Other non-current liabilities 1,627 1,39¢ 1,32¢
Total Non-Current Liabilities 4,254 3,99i 3,98t
Commitments and Contingencies (see Note 1
Shareholders' Equity:
Preferred stock $.0625 par value; authorized 3Ranithares, none issu - - -
Common stock $.078125 par value; authorized 3lbishares; issued
1,025,400,000 at May 31, 2010, August 31, 2009May 31, 200¢ 80 80 80
Paic-in capital 66¢ 60% 591
Employee stock loan receivat (201 (240 (15%)
Retained earning 16,54: 15,321 15,021
Accumulated other comprehensive incc 35 37 59
Treasury stock, at cost; 52,221,907 shares at Mag@®L0, 36,838,610 at
August 31, 2009 and 33,019,914 at May 31, 2009 (2,119 (1,537 (1,415
Total Shareholders' Equity 15,117 14,37¢ 14,187
Total Liabilities & Shareholders' Equity $ 26,707 $ 25,14. $ 25,14

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 Ende Nine Months Ende:
May 31, May 31, May 31, May 31,

2010 2009 2010 2009
Net sales $ 17,19¢ $ 16,21( $ 5055( $ 47,63
Cost of sales 12,45( 11,75: 36,36¢ 34,36¢
Gross Profit 4,74¢ 4,45¢ 14,18« 13,267
Selling, general and administrative expenses 3,92( 3,612 11,47¢ 10,72:
Operating Incom 82¢ 84¢€ 2,71C 2,54t
Interest expense, net 24 25 67 60
Earnings Before Income Tax Provisi 80t 821 2,64: 2,48t
Income tax provision 342 29¢ 1,022 91t

Net Earnings

Net earnings per common sh— basic
Net earnings per common sh~ diluted $ 47 3 5

$ 46 $ 52z § 1,621 $ 1,57(

©
~
~lI
©~
[6)]

$ 165 $ 1.5¢
$ 1.6¢ $ 1.5¢




Dividends declared $ A37F $ A128 $ 4128 $ .337¢

Average shares outstandi 976.< 992.( 984.t 989.¢
Dilutive effect of stock options 5.€ 1.C 6.1 1.4
Average shares outstanding assuming dilution 982.( 993.( 990.¢ 991.(

The accompanying Notes to Consolidated Condengexh€iial
Statements are an integral part of these Statements

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

(In millions)
Nine Months Ended Mz
31,
2010 2009
Cash Flows from Operating Activities:
Net earning: $ 1,621 $ 1,57(
Adjustments to reconcile net earnings to net cashiged by operating activitie-
Depreciation and amortizatic 76€ 741
Deferred income taxe (19 258
Stock compensation exper 64 67
Income tax savings from employee stock pl 6 -
Other 28 9
Changes in operating assets and liabili-
Accounts receivable, n (239 (29¢)
Inventories (37 42€
Other asset 41 -
Trade accounts payak 162 303
Accrued expenses and other liabilit 64 55
Income taxe: 13¢ 11€
Other non-current liabilities 12C 17
Net cash provided by operating activities 2,81¢ 3,25¢
Cash Flows from Investing Activities:
Purchases of shterm investments held to matur (2,400 (1,400
Proceeds from sale of sh-term investments held to matur 2,30( 1,30(C
Additions to property and equipme (78¢€) (1,539
Proceeds from sale of ass 29 35
Business and intangible asset acquisitions, neasi receive (7649) (34¢)
Other (32) 11
Net cash used for investing activities (1,657) (1,936)
Cash Flows from Financing Activities:
Net payments from shterm borrowings - (70)
Net proceeds from issuance of I-term debt - 987
Payments of det (57€) -
Stock purchase (754) (140)
Proceeds related to employee stock p 20¢€ 10€
Cash dividends pai (407) (339
Other (172) (15)
Net cash (used for) provided by financing actistie (1,547) 534
Changes in Cash and Cash Equivalen::
Net (decrease) increase in cash and cash equis (375) 1,85
Cash and cash equivalents at September 1 2,081 44%

Cash and cash equivalents at May 31 $ 1,712 $ 2,30(C




The accompanying Notes to Consolidated Condengexh€ial
Statements are an integral part of these Statements

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

(1) The consolidated condensed financial statemealisde the accounts of the Company and its sidostd. All intercompany transactions
have been eliminated. The consolidated condenisaddial statements are prepared in accordanceaeitbunting principles generally
accepted in the United States of America and ircligiounts based on management’s prudent judgmahisséimates. Actual results may
differ from these estimates. For a complete disiomsof all our significant accounting policies gbe see our 2009 annual report on Form 10-
K.

(2) On October 30, 2008, we announced a seriesaiégic initiatives, approved by the Board of Bims, to enhance shareholder value.

of these initiatives was a program designed togedwst and improve productivity through stratesgiarcing of indirect spend, reducing
corporate overhead and work throughout our stoati®nalization of inventory categories, and transfing the community pharmacy.

We have recorded the following pre-tax charges@asad with our restructuring initiatives withinetlConsolidated Condensed Statements of
Earnings (In millions):

Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009

Severance and other bene $ 3 3 6 $ 15 $ 65
Project cancellation settlemer - 8 - 8
Inventory charges - 33 19 44
Restructuring expen: 3 47 34 117
Consulting 10 20 34 57
Restructuring and restructuring related expens $ 13 % 67 $ 68 $ 174
Cost of sale: $ - $ 33 % 19 $ 44
Selling, general and administrative expenses 13 34 49 13C
$ 13 $ 67 $ 68 $ 174

Severance and other benefits include the chargesiased with employees who were separated fronCtmepany. In the current fiscal year,
179 employees have been separated from the Com&inge inception, a total of 876 employees hawentseparated from the Company as a
result of these initiatives.

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

Additionally, as a part of our Customer Centricdllgig (CCR) initiative, we are enhancing the stfmemat to ensure we have the proper
assortments, better category layouts and adjacerxgtter shelf height and sight lines and brarbpaivate brand layout, all of which are
designed to positively enhance the shopper experiand increase customer frequency and purchase Bigs format will be rolled out to
approximately 5,500 to 6,000 existing stores. AMlay 31, 2010, in total, we have remodeled 91%est@nd plan to enhance approximately
500 stores in the next three months of fiscal 2@dth the remaining store remodels during fiscal2@nd 2012. Although we will continue

to refine our estimates as the rollout progredsased on our experience with the first 915 stomesexpect the total cost, which includes both
selling, general and administrative expenses apifatato be $40 thousand to $55 thousand per stboe the three months ended May 31,
2010, we incurred $29 million in total program &&if which $20 million was included in selling,rgeal and administrative expenses and $9
million in capital costs. For the nine months ehdiéay 31, 2010, we incurred $41 million in totabgram costs, of which $28 million was
included in selling, general and administrativeenges and $13 million in capital costs.

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

August 31, 2009 May 31, 2010
Reserve Balanc Charges Cash Paymeni Reserve Balant
Severance and other bene $ 4 % 17 $ (21) $ =

(3) Short-term investments at May 31, 2010, inclideasury Bills totaling $600 million maturing inde and July 2010. The interest rate on
the Treasury Bills is less than one percent. Tlestments are held to maturity and recorded atie@cordance with ASC topic 320
(formerly SFAS No. 115Accounting for Certain Investments in Debt and Equity Securities). The fair value of the Treasury Bills at May 31,
2010, approximated co¢



(4) Inventories are valued on a lower of last-irstfout (LIFO) cost or market basis. At May 30,19, August 31, 2009 and May 31, 2009,
inventories would have been greater by $1,318 aniJlis1,239 million and $1,191 million respectivefithey had been valued on a lower of
first-in, first-out (FIFO) cost or market basisIFIO inventory costs can only be determined annuahign inflation rates and inventory levels
are finalized; therefore, LIFO inventory costs ifmierim financial statements are estimated. Invgnitacludes product cost, inbound freight,
warehousing costs and vendor allowances not indladea reduction of advertising expense.

(5) 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 tetite first lease option date. During the thmad nine month periods ended May 31, 2010,
the Company recorded charges of $11 million andriiBiton for facilities that were closed or reloedtunder long-term leases. This
compares to $22 million and $43 million for theglrand nine month periods ended May 31, 2009, cégply.

The changes in reserve for facility closings ardteel lease termination charges include the folhawin millions):

Nine Months Ended

May 31
2010 2009

Balance- beginning of periot $ 99 $ 69
Provision for present value of non-cancellabledeas

payments of closed facilitit 27 26
Assumptions about future sublease income, ternaingtiand changes in interest re (©)] 2
Interest accretio 17 15
Cash payments, net of sublease inci (32 (27)
Reserve acquired through acquisitions 7 -
Balance — end of period $ 10¢ $ 85

(6) The principal retirement plan for employeethis Walgreen Profit-Sharing Retirement Trust tockhboth 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 theetisn of the Board of Directors. The profit-sharprovision was $72 million for the
current quarter and $235 million for the nine mopéhiod compared to $73 million and $221 milliortlie same periods last year. The
Company'’s contributions, which are made annuallfhensecond quarter, were $293 million during time month period ended May 31,
2010. This compares to $301 million for the piear.

(7) The Company granted 119,620 and 7,546,259 siptikns under the Walgreen Co. Executive Stockabp®lan and the Walgreen Co.
Stock Purchase/Option Plan (Share Walgreens) éqtiarter and nine month period ended May 31, 20ls compares to 234,716 and
16,906,061 stock options granted in the quartemamel month period ended May 31 under the plaris/ler. Total stock-based
compensation expense was $20 million for the quartd $64 million for the nine month period endedyM81, 2010 compared to $19 million
and $67 million for the same periods last yearadoordance with ASC topic 718 (formerly SFAS NB3(R), Share-Based Payment ),
compensation expense is recognized on a straighblsis over the employee's vesting period drd@mployee's retirement eligible date, if
earlier. There was no fully recognized retiregible expense recorded in the quarter and $6 mitiéeorded for the first nine months. This
compares to $1 million of fully recognized retirdaible expense for the quarter and $15 milliontfe nine month period ended May 31,
2009. Therefore, compensation expense for the@uand nine month periods are not representafiecerapensation expense for the entire
fiscal year. There have been no material chang#sei assumptions used to compute compensatiomsuiring the current quarter.

The Company granted 12,752 and 700,187 restrittett sinits under the Walgreen Co. Restricted Stdweit Award Program for the quarter
and nine months ended May 31, 2010 compared t@3%5Ad 514,470 in the same periods last year. Ckimpany also granted 9,759 and
629,082 performance shares under the Walgreen&@fmrfance Share Program for the quarter and nonghs ended May 31, 2010 versus
17,443 and 546,096 shares in the same periodgdast In accordance with ASC topic 718, compengsatkpense is recognized on a straight
line basis based on a three year cliff vesting deleefor the Restricted Stock Unit Award Progrand atraight line over a three year
performance period for the Performance Share Pnogifor the quarter and nine month period ended 8122010 the Company recognized
$6 million and $16 million of expense related tedh plans, respectively. In the same periody&st the Company recognized $3 million
and $13 million.

(8) 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 persttalculation if the exercise price exceeds Heeaae market price of the common shares
for the periods presented. At May 31, 2010 and®200tstanding options to purchase common shares,&96,994 and 49,354,716,
respectively were excluded from the calculation.

(9) The Company provides certain health insurameeefits for retired employees who meet eligibitiéguirements, including age, years of
service and date of hire. The costs of these fisraat accrued over the service life of the emgdoyhe Company's postretirement health
benefit plans are not funded.

Three Months Ended Nine Months Ended
May 31, May 31,
Components of Net Periodic Benefit Costs (In mil8jx 2010 2009 2010 2009
Service cos $ 3 % 3 3 9 % 10
Interest cos 5 7 15 20




Amortization of actuarial los 2 1 6 3

Amortization of prior service co: 3 (1) 9) 3)
Special retirement bene - - - 4
Curtailment gain - (16) - (16)
Total postretirement benefit cost $ 79 6) $ 21 $ 18

In May 2009, we amended the Companpbstretirement health benefit plans to changgbdity requirements. As a result of this amendr
we recognized curtailment income of $16 million fioe quarter ended May 31, 2009.

Additionally in the second quarter of fiscal 20€8% Company recognized a special retirement beagfiense of $4 million related to
accelerating eligibility for certain employees wélected special early retirement as a part of mitiative to increase shareholder value.

(10) Short-term borrowings and long-term debt catisspf the following at May 31, 2010, August 3109@nd May 31, 2009 (In millions):

May 31, August31l May 31,

2010 2009 2009

Shor-Term Borrowings-
Current maturities of loans assumed through thehase of land,

buildings and equipment; various interest rates1fEo00% to

8.75%; various maturities from 2010 to 2( $ 4 3 10 $ 5
Other 5 5 5
Total short-term borrowings $ 9 4 15 § 10
Long-Term Debt-
4.875% unsecured notes due 2013 net of unamouizedunt and

interest rate swap fair market value adjustmerg ($ate 11’ $ 1318 $ 1294 $  1,29¢
5.250% unsecured notes due 2019 net of unamordizedunt 99t 99t 99t
Loans assumed through the purchase of land, bgadand equipment;

various interest rates from 5.00% to 8.75%; varimasurities from

2010 to 2035 50 57 52

2,36: 2,34¢ 2,34:%

Less current maturities (4) (10 (5)
Total-long term debt $ 2,35¢ $ 233 $ 2,33¢

Short-term borrowings under the Company’s commeépagper program had the following characteristlosnillions):

May 31, August 31 May 31,

2010 2009 2009
Balance outstanding at end of per $ - $ D =
Maximum outstanding at any morend - 1,06¢ 1,06¢
Average daily sho-term borrowings - 272 364
Weightec-average interest ra - 1.51% 1.9%%

We had no commercial paper outstanding at May 8102 In connection with our commercial paper pangrwe maintain two unsecured
backup syndicated lines of credit that total $1,200ion. The first $600 million facility expiresn August 9, 2010, and allows for the
issuance of up to $400 million in letters of credihich reduces the amount available for borrowiige second $600 million facility expires
on August 12, 2012. Our ability to access thestditias is subject to our compliance with the terand conditions of the credit facilities,
including financial covenants. The covenants negjus to maintain certain financial ratios relat@adninimum net worth and priority debt,
along with limitations on the sale of assets andlpases of investments. As of May 31, 2010, weeviecompliance with all such
covenants. The Company pays a facility fee tditrencing banks to keep these lines of credit actis of May 31, 2010, there was $194
million in letters of credit issued against thesedit facilities. We do not expect borrowings unttese facilities, together with our
outstanding commercial paper, to exceed $1,200amill

On July 17, 2008, we issued notes totaling $1,3Didmbearing an interest rate of 4.875% paid semually in arrears on February 1 and
August 1 of each year, beginning on February 19208e notes will mature on August 1, 2013. We meleem the notes, at any time in
whole or from time to time in part, at our optidrearedemption price equal to the greater of: ()% of the principal amount of the notes to
be redeemed; or (2) the sum of the present valutbe semaining scheduled payments of principaliatetest thereon (not including any
portion of such payments of interest accrued dbeflate of redemption), discounted to the datedémption on a semiannual basis
(assuming a 360-day year consisting of twelve 30fdanths) at the Treasury Rate, plus 30 basis pgihtis accrued interest on the notes to
be redeemed to, but excluding, the date of redemptif a change of control triggering event occurdess we have exercised our option to
redeem the notes, we will be required to offerefourchase the notes at a purchase price equal % ©0the principal amount of the notes
plus accrued and unpaid interest to the date @imgtion. The notes are unsecured senior debtatldits and rank equally with all other
unsecured senior indebtedness of the Company. dties are not convertible or exchangeable. Tosakisce costs relating to this offering
were $9 million, which included $8 million in undeiting fees. The fair value of the notes as ofyh84, 2010, was $1,438 million Fair
value for these notes was determined based upoautited future cash flows using available markéd.da



On January 13, 2009, we issued notes totaling $Infidion bearing an interest rate of 5.25% paichsenually in arrears on January 15 and
July 15 of each year, beginning on July 15, 200® fotes will mature on January 15, 2019. We mdgem the notes, at any time in whole
or from time to time in part, at our option at deeption price equal to the greater of; (1) 100%hefprincipal amount of the notes to be
redeemed; or (2) the sum of the present valugseofamaining scheduled payments of principal atetést thereon (not including any port
of such payments of interest accrued as of theafatedemption), discounted to the date of redeompdin a semiannual basis (assuming a
360-day year consisting of twelve 30-day monthshatTreasury Rate, plus 45 basis points, plusuadcinterest on the notes to be redeemed
to, but excluding, the date of redemption. If amdpe of control triggering event occurs, unleshane exercised our option to redeem the
notes, we will be required to offer to repurchdseriotes at a purchase price equal to 101% ofrtheipal amount of the notes plus accrued
and unpaid interest to the date of redemption. ridies are unsecured senior debt obligations aridegually with all other unsecured senior
indebtedness of the Company. The notes are nokciiiole or exchangeable. Total issuance costsinglto this offering were $8 million,
which included $7 million in underwriting fees. &fair value of the notes as of May 31, 2010, wh4 36 million. Fair value for these notes
was determined based upon discounted future casis fising available market data.

(11) We use a derivative instrument to manage mterest rate exposure associated with some ofixea-fate borrowings. We do not use
derivative instruments for trading or speculativegoses. All derivative instruments are recogniretthe consolidated condensed balance
sheets at fair value. We designate interest s as fair value hedges of fixed-rate borrowirgsr derivatives designated as fair value
hedges, the change in the fair value of both thivakéve instrument and the hedged item are recsghin earnings in the current period. At
the inception of a hedge transaction, we formatlguient the hedge relationship and the risk manageabjective for undertaking the
hedge. In addition, we assess both at inceptidheohedge and on an ongoing basis, whether tlatige in the hedging transaction has
been highly effective in offsetting changes in faifue of the hedged item and whether the derigaswexpected to continue to be highly
effective. The impact of any ineffectiveness isognized currently in earnings.

Counterparties to derivative financial instrumesxpose us to credit-related losses in the evenboperformance, but we currently do not
expect any counterparties to fail to meet theiigattions given their high credit ratings.

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

On January 27, 2010, we terminated all of our @agsbne month future LIBOR swaps. Upon terminatioe received payment from our
counterparty which consisted of accrued interedtaanamount representing the fair value of our swaphe related fair value benefit
attributed to our debt will be amortized over tifie bf the debt. We then entered into six montBQR in arrears swaps with two
counterparties. As of May 31, 2010, we had nemoréized fair value benefit attributed to our deb$21 million.

The notional amounts of derivative instruments tamnding as of May 31, 2010, were as follows (Inlignis):

Notional Amount

Derivatives designated as hedc
Interest rate swa| $ 1,30(

The changes in fair value of the notes attributébline hedged risk are included in long-term aebbur Consolidated Condensed Balance
Sheets (see Note 10), and amortized through mgaturit

The fair value and balance sheet presentationrofative instruments as of May 31, 2010, were dl®fies (In millions):

Location in Consolidated Condense
Balance Sheet Fair Value

Asset derivatives designated as hed
Interest rate swa,| Other noi-current asset $ 12

Gains and losses on derivative instruments arededan interest expense on our consolidated ca®tbstatement of earnings. The amount
recorded for the quarter ended May 31, 2010, wgairaof $1 million.

(12) In the first quarter of fiscal 2010, we adaptke full provisions of ASC topic 820 (formerly 8% No. 157 Fair Value Measurements)
for assets and liabilities. ASC topic 820 defifais value as the price that would be receivedaioiasset or paid to transfer a liability in an
orderly transaction between market participantthenrmeasurement date. In addition, it establistfag aalue hierarchy that prioritizes
observable and unobservable inputs used to me&suxkalue into three broad levels:

Level 1 - Quoted prices in active markets that are accesatlitte measurement date for identical assetsiapitities. The fair value
hierarchy gives the highest priority to Level 1itg

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 hierarchiegithe lowest priority to Level 3
inputs.

Assets and liabilities measured at fair value oacarrring basis were as follows (In millions):

May 31, 201C Levell Level 2 Level 3

Assets:



Interest rate sway $ 12 - $ 12 -
Interest rate swaps are valued using six month [RB®arrears rates.

Our debt instruments are not reported at fair valusur statement of financial position and assaulte we will continue to report under the
guidance of ASC topic 825 (formerly SFAS No. 1Dvsclosures about Fair Value of Financial Instruments) that requires us to disclose the
fair value of our debt in the footnotes.

(13) The Company is involved in legal proceedirags] is subject to investigations, inspections, taudiquiries and similar actions by
governmental authorities, incidental to the noromlrse of the Company’s business.

On April 16, 2008, the Plumbers and SteamfittersadldNo. 7 Pension Fund filed a putative class acdiait against the Company and its
former and current chief executive officers in thated States District Court for the Northern Dittof lllinois. The plaintiffs amended the
complaint on October 16, 2008, which upon the Camgfsamotion the District Court dismissed on Septen®4, 2009. Subsequently, the
plaintiffs moved for the District Court to reconsidhe dismissal and to allow plaintiffs leave uatfier amend the complaint. The District
Court granted plaintiffs’ motion on November 11020 The second amended complaint was then fitdoetalf of purchasers of Company
common stock during the period between June 257 20@ October 1, 2007. As in the first amendedptaimt, the second amended
complaint charges the Company and its former aneotichief executive officers with violations o#&ion 10(b) of the Securities Exchange
Act of 1934, claiming that the Company misled irtees by failing to disclose (i) declining ratesgrbwth in generic drug sales and (ii)
increasing selling, general and administrative esps in the fourth quarter of 2007, which allegddig a negative impact on earnings. The
Company is vigorously contesting these chargesFé&muary 1, 2010, the Company filed a motion swdés the second amended complaint.

On August 31, 2009, a Walgreen Co. shareholder ddvag Himmel filed a lawsuit, purportedly on ther@many’s behalf, against several
current and former officers and directors (eachladividual Defendant”). The case is captiortéignmel v. Wasson, et. al. and was filed in

the Circuit Court of Lake County, lllinois. Thdegations in the lawsuit are similar to the sedesifraud lawsuit described above. Himmel
alleges that the Company’s management: (i) knewyas reckless in not knowing, that selling, genaral administrative expenses in the
fourth quarter of 2007 were too high, in light &fodeased profits from generic drug sales; (ii) knemwas reckless in not knowing, that the
Company would not realize gross profits near whahyrWall Street analysts were predicting; and {{i§ directors and officers had a duty
both to prevent the drop in gross profits and sxldise the expected drop to the public and fadedbteither. The Company’s investigation to
date suggests that the allegations are withouttj@eril that the Individual Defendants acted in gfzdith, exercised prudent business judgr
and acted in a manner that they reasonably belitvbd in the Company’s best interests during #r@g at issue. The Company intends to
vigorously contest the allegations. The IndividDaefendants’ time to file a responsive pleadinghiescomplaint was extended by agreement
until 30 days after the District Court in the Pluend case rules on the pending motion to dismiss.

Although the outcome in the Himmel suit, the Plunstend Steamfitters suit, and other legal procemsdamd investigations to which the
Company is subject, cannot be forecast with cdgtamanagement believes the final disposition esthmatters will not have a material
adverse effect on the Company’s consolidated filahuposition or results of operations.

The Company guarantees a credit agreement on h#talfreScripts-RxHub, LLC, which provides electooprescription data services. This
credit agreement, for which SureScriftgHub, LLC is primarily liable, has an expiratioatd of June 30, 2011. The liability was $10 mill
at May 31, 2010, August 31, 2009 and May 31, 20D8e maximum amount of future payments that coelddguired under the guaranty is
$25 million, of which $13 million may be recoveralftom another guarantor. In addition, under ¢éertacumstances the Company may be
required to provide an additional guarantee ofawf10 million, of which $8 million may be recovetalirom other guarantors. This
guarantee arose as a result of a business debistareen parties to ensure that the operations @&S®uipts-RxHub, LLC would have
additional support to access financing. ShouldSaripts-RxHub, LLC default or become unable to ifmygebts, the Company would be
required to fulfill its portion of this guarantee.

(14) On April 9, 2010, the Company completed ttoels acquisition of Duane Reade Holdings, Inc., Bodne Reade Shareholders, LLC,
(Duane Reade) which consisted of 258 Duane Readesdbcated in the New York City metropolitan arswell as the corporate office and
two distribution centers. Total purchase price %975 million, which included the assumption ebtl The Company’s operating
statements include Duane Reade’s' results sincgatieeof acquisition, which were immaterial. Thigjaisition will increase the Company’s
presence in the New York metropolitan area.

The preliminary allocation of the purchase pricéddofine Reade was accounted for under the purchetb®diof accounting with the
Company as the acquirer in accordance with ASCa8@b,Business Combinations. Goodwill, none of which is deductible for taxrpases
and other intangible assets recorded in conneetitinthe acquisition totaled $409 million and $4W#lion, respectively. Goodwill consists
of expected purchasing synergies, consolidatiorpefations and reductions in selling, general ahmimistrative expenses. Intangible assets
consist of $291 million of favorable lease intesgdtO year weighted average useful life), $115iamlin customer relationships (10 year
useful life), $46 million in trade name (5 year fusdife) and $22 million in other intangible ass€B year weighted average useful life).

The following table summarizes the allocation & flurchase price to the estimated fair value ofisets acquired and liabilities assumed as
of the acquisition date, April 9, 2010. Assetsuarefd and liabilities assumed in the transactionewecorded at their acquisition date fair
values while transaction costs associated witlatiwpiisition were expensed as incurred. The Comipatipcation was based on an
evaluation of the appropriate fair values and regméed management’s best estimate based on aeadatal. The final purchase accounting
has not yet been completed.

The preliminary estimated fair values of assetsimed and liabilities assumed on April 9, 2010 asefollows (In millions).



Cash $ 6

Accounts receivabl 52
Inventory 24C
Other current asse 23
Property and equipme 24¢
Other nol-current asset 4
Intangible asset 474
Goodwill 40¢
Total assets acquire 1,45¢
Liabilities assume: 31€
Debt assumed 574
Net assets acquire $ 56€

We assumed federal net operating losses of $26ibménd state net operating losses of $252 millmath which begin to expire in 2018, in
conjunction with the Duane Reade acquisition.

The unaudited condensed pro forma consolidatedmatits of income for 2010 and 2009 (assuming thaisition of Duane Reade as of the
beginning of each fiscal period) are as followsrtiiflions, except per share amounts):

Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Net sales $ 1745¢ $ 16,68. $ 51,73 $ 49,00:
Net earning: 463 52t 1,61: 1,56¢
Net earnings per common she
Basic A7 .53 1.6¢ 1.5¢
Diluted A7 .53 1.6 1.5¢

These pro forma statements have been preparedrigrarative purposes only and are not intended tndieative of what the Company's
results would have been had the acquisition ocduatéhe beginning of the periods presented ordbalts which may occur in the future.

The aggregate purchase price of all business atiquss excluding Duane Reade, was $204 milliontfi@ nine month period ended May 31,
2010. These acquisitions added $34 million to gatbéind $144 million to intangible assets, printaprescription files. The remaining fair
valuerelates to immaterial amounts of tangible assess, liabilities assumed. Operating results obilnesses acquired have been incl
in the consolidated statements of earnings frorim tegpective acquisition dates forward. Pro fomesults of the Company, assuming all of
the acquisitions had occurred at the beginningaoheeriod presented, would not be materially téffie from the results reported.

(15) We have recorded the following depreciatind amortization expense in the Consolidated CoratkeB8satements of Earnings (In
millions):

Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Depreciation expens $ 20C $ 21€ $ 60t $ 602
Intangible asset amortizatic 52 38 12¢ 10¢
System development costs amortization 11 10 34 30
Total depreciation and amortization expense $ 26 $ 264 $ 76 $ 741

(16) Cash interest paid for the nine month peended May 31, 2010 was $46 million compared to8Bon in the prior year's nine month
period. Cash paid for income taxes was $896 miltind $523 million for the nine months ended MayZ3110 and 2009, respectively.

(17) There were no non-cash transactions in theentinine month period. Non-cash transactionféntine month prior fiscal period include
$97 million due to the reduction in the liabilitgrfpostretirement health benefit plans and $19wnilin deferred tax assets related to the
identification of net operating losses in acquipedinesses.

(18) In June 2009, the Financial Accounting Stadsl@oard (FASB) issued ASC topic 810 (formerly SAA& 167 Amendmentsto FASB
Interpretation No. 46(R)) , which amends the consolidation guidance applectbiariable interest entities. The amendmentssigihificantly
affect the overall consolidation analysis under AS@ic 810. The application of the new provisiomsler this topic, which will be effective
for the first quarter of fiscal 2011, is not exptto have a material impact on our consolidateaitial position or results of operations.

Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RE SULTS OF OPERATIONS AND FINANCIAL
CONDITION



INTRODUCTION

Walgreens is principally a retail drugstore ch&iattsells prescription and non-prescription drugs$ general merchandise. General
merchandise includes, among other things, housetenits, personal care, convenience foods, beauty photofinishing, candy and seasonal
items. Customers can have prescriptions fillecktail pharmacies, as well as through the mail, @dér refills by telephone and via the
Internet. As of May 31, 2010, we operated 8,01&tions in 50 states, the District of Columbia, uend Puerto Rico. Total locations do
not include 359 convenient care clinics operated &lye Care Health Systems, Inc.

Number of Location:

Location Type May 31, 201 May 31, 200
Drugstores 7,522 6,851
Worksite Facilities 37¢ 37z
Home Care Facilitie 10z 112
Specialty Pharmacie 14 17
Mail Service Facilities 2 2
Total 8,01¢ 7,361

The drugstore industry is highly competitive. bidion to other drugstore chains, independent stnrgs and mail order prescription
providers, we compete with various other retaiiectuding grocery stores, convenience stores, nmesshants and dollar stores.

The Company'’s sales, gross profit margin and gposft dollars are impacted by both the percentagerescriptions that we fill that are
generic and the rate at which new generic versamasntroduced to the market. In general, genarisions of drugs generate lower total s
dollars per prescription, but higher gross profirgins and gross profit dollars, as compared wattept-protected brand name drugs. The
positive impact on gross profit margins and grossgim dollars are patrticularly significant in thiest several months after a generic versio
a drug is first allowed to compete with the brandetsion, which is generally referred to as a "gensonversion.” In any given year, the
number of blockbuster drugs that undergo a conmerfsom branded to generic status can increase@edse, which can have a significant
impact on our sales, gross profit margins and gposgt dollars. And, because any number of fastmutside of the Company’s control or
ability to foresee can affect timing for a genaxmversion, we face substantial uncertainty in jgtedy when such conversions will occur ¢
what effect they will have on particular future ipels.

The long-term outlook for prescription utilizatiemstrong due in part to the aging population,itizeeasing utilization of multi-source (i.e.,
generic) drugs, the continued development of intieealrugs that improve quality of life and conth@alth care costs, and the expansion of
healthcare insurance coverage under the Patieted®ion and Affordable Care Act signed into lawMarch 23, 2010 (the ACA).

Certain provisions of the Deficit Reduction Act2ff05 (the DRA) sought to reduce federal spendingltgring the Medicaid reimbursement
formula (AMP) for multi-source drugs. Those redoics did not go into effect. The ACA enacted a ified reimbursement formula for
multi-source drugs, which, when implemented, iseexed to reduce Medicaid reimbursements. Alsopirjunction with a class action
settlement with two entities that publish the ageravholesale price (AWP) of pharmaceuticals, théhosiology used to calculate the AWP, a
pricing reference widely used in the pharmacy imgusvas changed in a way that reduced the AWRriany brand-name prescription drugs
effective September 26, 2009. The Company hasieshgnderstandings with most of its third-partygrayto adjust reimbursements to
correct for this change in methodology however, nstete Medicaid programs that utilize AWP as aipg reference have not taken actiol
make similar adjustments, resulting in reduced aidi reimbursement for drugs affected by the change

Total front-end sales have continued to grow dumauily to new store openings. However, total frend sales continue to be negatively
impacted by lower demand for discretionary goodhsas household, seasonal and beauty productsryimae to the overall economic
impact of the recession and high unemployment rates

We continue to expand into new markets and incrpasetration in existing markets. To support owwngh, we are investing in prime
locations, technology and customer service initesti We continue to focus on retail organic growthwever, consideration is given to retalil
and other acquisitions that provide unique oppatiesrand fit our business strategies.

RESTRUCTURING CHARGES
On October 30, 2008, we announced a series oégteainitiatives, approved by the Board of Direstdo enhance shareholder value. One of
these initiatives was a program designed to redastand improve productivity through strategicrsig of indirect spend, reducing

corporate overhead and work throughout our stoaginalization of inventory categories, and transfing the community pharmacy.

We have recorded the following pre-tax charges@ated with our restructuring initiatives withinetlConsolidated Condensed Statements of
Earnings (In millions):

Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Severance and other bene $ 3 3 6 $ 15 $ 65
Project cancellation settlemer - 8 - 8
Inventory charges - 33 19 44

Restructuring expen: 3 47 34 117



Consulting 10 20 34 57

Restructuring and restructuring related expens $ 13 % 67 $ 68 $ 174
Cost of sale: $ - $ 33 % 19 $ 44
Selling, general and administrative expenses 13 34 49 13C

$ 13 $ 67 $ 68 $ 174

Severance and other benefits include the chargesiased with employees who were separated fronCtmepany. In the current fiscal year,
179 employees have been separated from the Com&@inge inception, a total of 876 employees hawentseparated from the Company as a
result of these initiatives.

Inventory charges relate to on-hand inventory ki@t been reduced from cost to a selling price belmst. In addition, as a part of our
restructuring efforts we sold an incremental amadnhventory below traditional retail prices. TH#utive effect of these sales on gross
profit was $4 million in the current quarter and®$tillion for the nine month period ended May 3@1@. For the quarter and nine month
period ended May 31, 2009 we reported a dilutifeatfon sales of $32 million.

We incurred preax costs of $17 million ($13 million restructuriagd restructuring related expenses and $4 midfagross profit dilution) it
the third quarter and $87 million ($68 million @&fstructuring and restructuring related expensabs$a8 million of gross profit dilution) for
the nine month period ended May 31, 2010. Sinception, we have incurred $339 million ($288 ruitliof restructuring and restructuring
related expenses, and $51 million of gross prdfitidn). We anticipate approximately $70 millioh pre-tax restructuring and restructuring
related expenses and gross profit dilution in #maaining months of fiscal 2010.

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

May 31, 2010
August 31, 2009 Reserve
Reserve Balanc Charges Cash Paymeni Balance
Severance and other bene $ 4 3 17 $ (21) $ =

We have realized incremental savings related teetltiatives of approximately $73 million in tijgarter and $335 million for the nine
month period ended May 31, 2010. Selling genardladministrative expenses realized incrementahgawf $56 million and $275 million
in the quarter and nine month period, respectiwehjle cost of sales benefited by $17 million ae® $nillion in the same periods. Since
inception, we have realized total savings relatetthése initiatives of approximately $585 millioBelling, general and administrative
expenses realized total savings of $525 millionilevtost of sales benefited by approximately $6Dioni. The savings are primarily the
result of reduced store labor, expense initiatared personnel reductions.

Additionally, as a part of our Customer Centricdllgig (CCR) initiative, we are enhancing the stfimemat to ensure we have the proper
assortments, better category layouts and adjacermitter shelf height and sight lines and bramtipaivate brand layout, all of which are
designed to positively enhance the shopper experiand increase customer frequency and purchase Bigs format will be rolled out to
approximately 5,500 to 6,000 existing stores. AMlay 31, 2010, in total, we have remodeled 91%est@nd plan to enhance approximately
500 stores in the next three months of fiscal 2@dth the remaining store remodels during fiscal2@nd 2012. In addition, through May
31, 2010 we have opened 295 new stores with the fo@Rat and we expect to open approximately 50 st@nes with the CCR format in the
remaining fiscal year. We expect to remodel appnaxely 1,600 stores and open approximately 400 steves with the CCR format in the
2010 calendar year. Although we will continueeéirre our estimates as the rollout progresses doas®ur experience with the first 915
stores, we expect the total cost, which includeh belling, general and administrative expensescapdal, to be $40 thousand to $55
thousand per store. For the three months ended3¥a%010, we incurred $29 million in total prograosts, of which $20 million was
included in selling, general and administrativeenges and $9 million in capital costs. For themmonths ended May 31, 2010, we incurred
$41 million in total program costs, of which $28linh was included in selling, general and admiaiste expenses and $13 million in cap
costs.

OPERATING STATISTICS

Percentage Increases/(Decrea
Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Net Sales 6.1 8.C 6.1 7.2
Net Earnings (11.9 (8.9 3.2 (8.9
Comparable Drugstore Sal 0.7 2.8 1.7 1.9
Prescription Sale 5.7 8.2 6.2 7.4
Comparable Drugstore Prescription St 1.C 3.8 2.t 3.1
Fron-End Sale: 6.S 7.4 6.C 6.7
Comparable Drugstore Fr-End Sale 0.1 0.¢ 0.2 (0.2
Gross Profit 6.5 5.C 6.S 5.2

Selling, General and Administrative Expen 8.€ 8.4 7.C 8.5



Percent to Net Sal¢
Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Gross Margir 27.€ 27.t 28.1 27.¢
Selling, General and Administrative Expen 22.¢ 22.2 22.7 22.¢€

Other Statistic:
Three Months Ended Nine Months Ended

May 31, May 31,
2010 2009 2010 2009
Prescription Sales as a % of Net Si 65.4 65.€ 64.¢ 64.¢
Third Party Sales as a % of Total Prescription £ 95.7 95.4 95.2 95.4
Total Number of Prescriptions (in million 177 16¢€ 522 48¢
30 Day Equivalent Prescriptions (in millions 19¢ 187 583 541
Total Number of Location 8,01¢ 7,361

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

RESULTS OF OPERATIONS

Net earnings for the third quarter ended May 31,02@ere $463 million or $.47 per share (diluted@his was an 11.4% decrease over

same quarter last year. The net earnings decrredse quarter was attributable to a lower ratsadés growth, higher income tax expense
primarily related to the Patient Care Act and higtadling, general and administrative expensespereentage of sales, partially offset by
improved gross margins. For the nine month peeizdied May 31, 2010, net earnings increased 3.284,621 million or $1.64 per share
(diluted). The net earnings increase for the mioaths ended May 31, 2010 was primarily attribugablhigher gross margins partially offset
by lower sales growth, higher selling, general addhinistrative expenses as a percentage of salesigimer income tax expense primarily
related to the Patient Care Act. The dilutive effief Duane Reade net earnings was approximaté® &r share (diluted) for the current
quarter and nine month period ended May, 31 20d@apily due to one-time charges related to theugsition. In the current quarter we
recorded $13 million in restructuring and restruicty related expenses and $4 million in margintéblu as compared to the prior year’s
restructuring and restructuring related expensé&6afmillion and $32 million in margin dilution. oF the nine month period we recorded $68
million in restructuring and restructuring rela&xpenses and $19 million in margin dilution relai@dur restructuring activities. This
compares to $174 million in restructuring and restring related expenses and $32 million in madjtion in the prior year’s period.

Net sales for the quarter ended May 31, 2010 isectdy 6.1% to $17,199 million. The impact of theaDe Reade acquisition increased t
sales by 1.7% in the current quarter. Drugstolessacreases resulted from gains in existing starel added sales from new stores, each of
which include an indeterminate amount of marketetiprice changes. Sales in comparable drugsteesup 0.7% in the current quarter
and 1.7% for the nine month period ended May 31020Comparable drugstores are defined as thosédlia been open for at least twelve
consecutive months without closure for seven oremoansecutive days and without a major remodelrataral disaster in the past twelve
months. Remodels associated with our CCR initasike not considered major and therefore do netaffomparable drugstore

results. Relocated and acquired stores are nloidied as comparable stores for the first twelve thiafter the relocation or acquisition. We
have also excluded Duane Reade sales from compasalals. We operated 8,019 locations (7,522 dggstas of May 31, 2010, compared
to 7,361 locations (6,857 drugstores) a year earlie

Prescription sales increased by 5.7% for the thirarter and 6.2% for the first nine months andespnted 65.4% and 64.9% of total sales,
respectively. The impact of the Duane Reade aitguisncreased prescription sales by 1.1% in tharter and 0.4% for the nine month
period. In the prior year, prescription sales éased 8.2% for the quarter and 7.4% year to dateegomesented 65.6% and 64.9% of total
sales. Comparable drugstore prescription sales wgrl.0% in the current quarter and 2.5% in the nmionth period. The effect of generic
drugs, which have a lower retail price, replacingna name drugs reduced prescription sales by ih3b& quarter and 2.2% for the first nine
months versus 3.8% in the previous quarter and 28¥%e previous nine month period. The effecgefierics on total sales was a reduction
of 1.2% in the current quarter and 1.3% year te datmpared to 2.1% in the quarter and 1.5% in ite month period in the prior

year. Third party sales, where reimbursementdsived from managed care organizations as welbasrgment and private insurance, w
95.7% of prescription sales for the quarter an@%bfor the first nine months compared to 95.4%ler quarter and first nine months last
year. The total number of prescriptions filled foe third quarter was approximately 177 milliomgzared to 168 million for the same per
last year. Prescriptions adjusted to 30 day edpins were 198 million in the third quarter ver&i83 million last year.

Front-end sales increased 6.9% for the currenttguand 6.0% for the first nine months and wer&%dand 35.1% of total sales,
respectively. In comparison, prior year front eades increased 7.4% and 6.7% and comprised 35d%51% of total sales. The impact of
the Duane Reade acquisition increased front-ered 8l 2.7% in the quarter and 0.9% for the ninetmperiod. Additionally, the increase is
due in part to new store openings and increased siallars related to n-prescription drugs, convenience foods and perstara



products. Comparable drugstore front-end sales@sed 0.1% for the current quarter and increas32d Qear to date compared to the prior
year, which increased 0.9% for the quarter andedesing 0.2% year to date. The increase in comleafiaimt end sales in the quarter v
primarily attributed to non-prescription drugs, aihiwas partially offset by decreased sales in Hmldeand photo products. The increase in
year to date comparable fr-end sales was attributed to non-prescription dangsconvenience foods which were partially offset
decreased sales in household, seasonal and beadtycts.

Gross margin as a percent of sales was 27.6% ioutment quarter and 28.1% for the first nine merdbmpared to 27.5% and 27.9% last
year. Overall margins in the quarter and nine inqariod were positively impacted by higher f-end margins due to lower restructuring
and restructuring related costs and decreased markdctivity. Also, a lower provision for LIFO befitted margins in the quarter and nine
month period. Partially offsetting the front-endngin increase in the quarter and nine month penak a decrease in retail pharmacy
margins, where market driven reimbursements offeepositive impact of generic drug sales.

We use the LIFO method of inventory valuation, vilhian only be determined annually when inflaticesaand inventory levels are finaliz
therefore, LIFO inventory costs for the interimdittial statements are estimated. Cost of salagded a LIFO provision of $18 million and
$79 million for the quarter and nine month periodled May 31, 2010 versus $32 million and $124 onilia year ago. This quarter, our
estimated annual inflation rate was reduced to%.8®m our estimate of 1.50% at February 28, 2@tidnarily due to lower than projected
non{prescription drug inflation. Last year, during thed quarter the estimated annual inflation rages reduced to 2.00% from 2.25%, du
lower than projected prescription drug inflation.

Selling, general and administrative expenses as@eptage of sales were 22.8% for the third quartdr22.7% for the first nine months
compared to 22.3% and 22.6% a year ago. As amage of sales, the current quarter increase wasadinigher occupancy, Duane Reade
operational expenses, transaction expenses agxbuidh the Duane Reade acquisition and CCR renmaglekpenses partially offset by

lower advertising and restructuring and restruayirelated costs. The increase for the nine moatha percentage of sales was attributed to
higher occupancy expense, insurance and experatsdrio the Duane Reade acquisition, partiallgetfby lower restructuring and
restructuring related costs and advertising expeA$so positively impacting selling, general ardiranistrative expenses was incremental
savings from our restructuring activities in theager and year to date periods.

Selling, general and administrative expenses ise@&.6% in the third quarter and 7.0% for the mioath period ended May 31, 2010
compared to 8.4% and 8.5% a year ago. In the muguearter, Duane Reade operational expenses amghttition expenses associated with
acquisition were partially offset by savings fromr eestructuring activities primarily in store rield salary and expenses and lower
restructuring and restructuring related expense®agpared to the prior year. The decrease inittemonth period rate of growth as
compared to the prior period was due to saving® foar restructuring activities, primarily in stoedated salary and expense and lower
restructuring and restructuring related expenses.

Interest was a net expense of $24 million in thertar and $67 million year to date compared to®#Bon and $60 million for the prior
quarter and year to date, respectively. The imeréainterest expense for the nine month perigutimarily attributed to the issuance of long-
term debt. The current year’s interest expenset®f $3 million in the quarter and $9 million yea date, which was capitalized to
construction projects, versus $3 million and $1Riom capitalized for the prior quarter and yeadtde last year.

The effective tax rate was 42.5% for the currerartgr compared to 36.4% in the prior year’s quarterconjunction with the ACA, one
provision of which repealed the tax benefit for Medicare Part D subsidy for retiree benefits, aeorded a charge of $43 million to defer
taxes in the current quarter. Excluding this aujiet, the effective rate for the quarter was 37.1%e increase in the adjusted rate as
compared to the prior period is primarily attridigato prior year additional permanent tax benefitsr the current nine month period the
effective tax rate was 38.7% compared to 36.8%émptrior year. Excluding the ACA adjustment thie n@as 37.0%. The increase over the
prior year was attributed to prior year additiopatmanent tax benefits.

CRITICAL ACCOUNTING POLICIES

The consolidated condensed financial statementgrapared in accordance with accounting princigkrserally accepted in the United States
of America and include amounts based on managesr@mitient judgments and estimates. Actual remadig differ from these

estimates. Management believes that any reasodabiation from those judgments and estimates woatchave a material impact on our
consolidated financial position or results of operss. To the extent that the estimates usedrdiféen actual results, however, adjustment
the statement of earnings and corresponding baktmeet accounts would be necessary. These adjustmeuld be made in future
statements. For a complete discussion of all mmifecant accounting policies please see our 2&ual report on Form 10-K. Some of the
more significant estimates include goodwill andeotimtangible asset impairment, allowance for dfullstccounts, vendor allowances,
liability for closed locations, liability for insance claims, cost of sales, and income taxes. ¥¢he following methods to determine our
estimates:

Goodwill and other intangible asset impairm-

Goodwill and other indefinite-lived intangible atsare not amortized, but are evaluated for impamtannually during the fourth
quarter, or more frequently if an event occursiaurnstances change that would more likely tharredtice the fair value of a report
unit below its carrying value. As part of our inmpaent analysis for each reporting unit, we enga@éuirdparty appraisal firm to assi

in the determination of estimated fair value focleanit. This determination included estimating fhir value using both the income

and market approaches. The income approach requis@agement to estimate a number of factors fir egporting unit, including
projected future operating results, economic pt@es, anticipated future cash flows and discoat#s. The market approach estimates
fair value using comparable marketplace fair valata from within a comparable industry grouping.

The determination of the fair value of the repartimits and the allocation of that value to indinadlassets and liabilities within thc



reporting units requires us to make significaninestes and assumptions. These estimates and assasnprimarily include, but are n
limited to: the selection of appropriate peer graompanies; control premiums appropriate for adtjois in the industries in which we
compete; the discount rate; terminal growth radest forecasts of revenue, operating income, degdiesiand amortization and capital
expenditures. The allocation requires severalyaralto determine fair value of assets and ligslincluding, among other things,
purchased prescription files, customer relationshipd trade names. Although we believe our estisnattfair value are reasonable,
actual financial results could differ from thos¢irates due to the inherent uncertainty involvedhaking such estimates. Changes in
assumptions concerning future financial resultstber underlying assumptions could have a signific@pact on either the fair value
the reporting units, the amount of the goodwill aiyment charge, or both. We also compared thedfithe estimated fair values of the
reporting units to the Company'’s total value aslietbby the market value of the Compasigquity and debt securities. This compar
indicated that, in total, our assumptions and esti® were reasonable. However, future declindseioverall market value of the
Company’s equity and debt securities may indidadt the fair value of one or more reporting unés declined below its carrying
value.

We have not made any material changes to the methexhluating goodwill and intangible asset impants during the last three
years. Based on current knowledge, we do not\eeligere is a reasonable likelihood that there lvdllb material change in t
estimates or assumptions used to determine impatrme

Allowance for doubtful accoun-

The provision for bad debt is based on both figeiceivables and historic write-off percentag¥ée have not made any material
changes to the method of estimating our allowaocedubtful accounts during the last three ye@ased on current knowledge, we do
not believe there is a reasonable likelihood thatd will be a material change in the estimateasssumptions used to determine the
allowance.

Vendor allowance-

Vendor allowances are principally received assalt of purchase levels, sales or promotion ofleest products. Allowances are
generally recorded as a reduction of inventory amedrecognized as a reduction of cost of sales wheerelated merchandise is

sold. Those allowances received for promoting wesigproducts are offset against advertising expans result in a reduction of
selling, general and administrative expenses t@xtent of advertising incurred, with the excesatied as a reduction of inventory
costs. We have not made any material changegtméthod of estimating our vendor allowances duttiegast three years. Based on
current knowledge, we do not believe there is ageable likelihood that there will be a materiahighe in the estimate or assumptions
used to determine vendor allowances.

Liability for closed location:-

The liability is based on the present value dfife rent obligations and other related costs ¢hestimated sublease rent) to the first
lease option date. We have not made any matérgadges to the method of estimating our liability dlmsed locations during the last
three years. Based on current knowledge, we dbel@ve there is a reasonable likelihood thateheitl be a material change in the
estimates or assumptions used to determine thiéitliab

Liability for insurance claim-

The liability for insurance claims is recorded®d on estimates for claims incurred and is natodisted. The provisions are estimated
in part by considering historical claims experierdmographic factors and other actuarial assumgtid®Ve have not made any mate
changes to the method of estimating our liabildyihsurance claims during the last three yeamsseH on current knowledge, we do not
believe there is a reasonable likelihood that thélebe a material change in the estimates ormaggions used to determine the liabili

Cost of sale-

Drugstore cost of sales is derived based on fofigstle scanning information with an estimatedforinkage and adjusted based on
periodic inventories. Inventories are valued atldwer of cost or market determined by the lasfiist-out (LIFO) method. We have
not made any material changes to the method ohastig cost of sales during the last three yeBesed on current knowledge, we do
not believe there is a reasonable likelihood thetd will be a material change in the estimatesssumptions used to determine cost of
sales. Cost of sales will continue to be impatiedur restructuring initiatives which include imtery rationalization and the
subsequent write-down of inventory to the loweco$t or market.

Income taxe-

We are subject to routine income tax audits tlcatir periodically in the normal course of businedsS. federal, state and local and
foreign tax authorities raise questions regardimgtax filing positions, including the timing anchaunt of deductions and the allocation
of income among various tax jurisdictions. In ewadilng the tax benefits associated with our vartaudiling positions, we record a tax
benefit for uncertain tax positions using the higrimulative tax benefit that is more likely thast to be realized. Adjustments are
made to our liability for unrecognized tax beneifiitshe period in which we determine the issudfisatively settled with the tax
authorities, the statute of limitations expirestfg return containing the tax position or when enoformation becomes available. Our
liability for unrecognized tax benefits, includiagcrued penalties and interest, is included inrdtre-term liabilities on our
consolidated balance sheets and in income tax eggarour consolidated statements of earnings.

In determining our provision for income taxes, vée @n annual effective income tax rate based bgydal income, permanent
differences between book and tax income, and stgtinicome tax rates. The effective income tax eds¢e reflects our assessment of
ultimate outcome of tax audits. Discrete eventhagaudit settlements or changes in tax lawsesgnized in the period in which tr
occur. Based on current knowledge, we do not belibere is a reasonable likelihood that there vélla material change in the estimate
or assumptions used to determine income te



LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents were $1,712 million at 81a 2010, compared to $2,300 million at May 3102. Short-term investment
objectives are to minimize risk, maintain liquiddpd maximize aftetax yields. To attain these objectives, investntiemits are placed on tt
amount, type and issuer of securities. Investmam@gprincipally in U.S. Treasury market funds amelasury Bills.

Net cash provided by operating activities for tireermonths ended May 31, 2010 was $2,819 milliangared to $3,259 million a ye

ago. The decrease is primarily attributed to reduzash flows from working capital improvementar the nine months ended May 31, 2(
cash flows from working capital improvements wa8®million as compared to the prior year where wuglcapital improvements generated
$602 million of cash flows. Partially offsettinget reduced working capital improvements was areas in net earnings. Cash provided by
operations is the principal source of funds forangion, acquisitions, remodeling programs, dividgetedshareholders and stock
repurchases. In fiscal 2009 we supplemented cashded by operations with long-term debt.

Net cash used for investing activities was $1,682am versus $1,936 million last year. In the mnt year, we invested $2,400 million
short-term Treasury Bills and $2,300 million matlird_ast year, we invested $1,400 million in sherth Treasury Bills and $1,300 million
matured. Additions to property and equipment vk@6 million compared to $1,534 million last ye&ruring the first nine months we adc
a total of 601 locations (523 net) compared to [8B85year (427 net). There were 74 owned locatimtted during the first nine months and
60 under construction at May 31, 2010 versus 1l48eoocations added and 53 under constructioryésst

Specialty Mail
Drugstore  Worksitec Home Car  Pharmac Service Total
August 31, 200! 6,997 377 10t 15 2 7,49¢
New/Relocate: 294 24 2 - - 32C
Acquired 28C - 1 - - 281
Closed/Replaced (49 (23 (5) (1) - (78)
May 31, 201( 7,52% 37¢ 10s 14 2 8,01¢

Business acquisitions this year were $764 milliersus $348 million in the prior year. Businessugitions in the current year primarily
include the purchase of all 258 Duane Reade stocesed in the New York City metropolitan areawasl as the corporate office and two
distribution centers for $560 million net of assuhvash of $6 million. The remaining business agitjons of $204 million in the current ye
and $348 million in the prior year are primarily fhe purchase of prescription files.

Capital expenditures throughout fiscal 2010 aresetqr to be $1.2 billion, excluding business adtjors and prescription file

purchases. We expect new drugstore organic grofitetween 4.5 percent and 5.0 percent in fiscaD2hd between 2.5 percent and 3.0
percent in 2011. In the first nine months, we aldal¢otal of 601 locations, of which 574 were nesipcated or acquired drugstores, with a
net gain of 525 drugstores after relocations andiegs. We are continuing to relocate stores taengonvenient and profitable freestanding
locations. In addition to stores, expenditurespd@@ned for distribution centers and technolo@gapital expenditures for fiscal 2011 are
expected to be approximately $1.4 billion, exclgdiusiness acquisitions and prescription file pasels.

Net cash used for financing activities was $1,54iBan compared to the prior year where financirgaties provided net cash of $5.

million. Upon the closing of the Duane Reade asitjon we assumed debt of $574 million. Subseqteenlosing, we retired all Duane Re:
debt for $576 million. In the prior year we had petceeds from the issuance of long term debt 87 $8illion and repayments of short term
borrowing of $70 million. On October 14, 2009, @oard of Directors approved a long-term capitdigyo Our longterm capital policy is t
maintain a strong balance sheet and financiallilbtj; reinvest in our core strategies; invesstrategic opportunities that reinforce our core
strategies and meet return requirements; and rstupius cash flow to shareholders in the formieidénds and share repurchases over the
long term. In connection with our capital polioyr Board of Directors authorized a new stock repase program (“2009 repurchase
program”) and set a longrm dividend payout ratio target between 30 ange&d8ent. The 2009 repurchase program allowshreépurchas
of up to $2,000 million of the Company’s commoncgtrior to its expiration on December 31, 2013a®s totaling $638 million were
purchased in conjunction with the 2009 repurchasegram during the first nine months. In additiame will continue to repurchase shares to
support the needs of the employee stock plansreShetaling $116 million were purchased to supti@tneeds of the employee stock plans
during the current period as compared to $140onili year ago. In the first nine months of theeniryear, we had proceeds related to
employee stock plans of $206 million versus $10Bionifor the same period last year. Cash dividepdid were $407 million during the fi
nine months versus $334 million for the same peaiggar ago.

We had no commercial paper outstanding at May 8102 In connection with our commercial paper pangrwe maintain two unsecured
backup syndicated lines of credit that total $1,200ion. The first $600 million facility expiresn August 9, 2010, and allows for the
issuance of up to $400 million in letters of credihich reduces the amount available for borrowiige second $600 million facility expires
on August 12, 2012. Our ability to access thestitias is subject to our compliance with the terand conditions of the credit facilities,
including financial covenants. The covenants negjus to maintain certain financial ratios relai@adninimum net worth and priority debt,
along with limitations on the sale of assets antlpases of investments. As of May 31, 2010, weeviecompliance with all such
covenants. The Company pays a facility fee tditl@ncing banks to keep these lines of credit actifs of May 31, 2010, there was $194
million in letters of credit issued against thesedi facilities. We do not expect borrowings unttese facilities, together with our
outstanding commercial paper, to exceed $1,200amill

Our current credit ratings are as follows:
Long-Term Debi Commercial Paper



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

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

CONTRACTUAL OBLIGATIONS AND COMMITMENTS
The following table lists our contractual obligat®band commitments as of May 31, 2010:

Payments Due by Period (In millior

Less than 1
Total Year 1-3 Years 3-5 Years Over 5 Year:
Operating leases (; $ 36,41: $ 2,22¢ $ 4527 $ 4,36¢ % 25,29
Purchase obligations (2
Open inventory purchase ordt 1,80t 1,80¢ - - -
Real estate developme 41¢€ 24¢ 157 13 -
Other corporate obligatior 528 20€ 19z 10C 24
Long-term debt*(3) 2,35( 4 4 1,31C 1,03z
Interest payment on lo-term debt 694 114 232 13€ 212
Insurance® 57¢ 18¢ 12C 53 22C
Retiree health’ 34E 10 24 28 283
Closed location obligations 10¢ 27 30 18 34
Capital lease obligations *(: 50 4 5 5 36
Other long-term liabilities reflected on the balarsheet
4 83€ 65 163 152 45€
Total $ 44,12 $ 4,89¢ $ 545t $ 6,17¢ $ 27,59(

* Recorded on balance sheet.

(1) Amounts for operating leases and capital ledeenot include certain operating expenses uigeletises such as common area
maintenance, insurance and real estate taxes.e Expenses for the Company's most recent fiscalweae $335 million

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

(3) Total long-term debt on the Consolidated Caoséel Balance Sheet includes a $21 million fair miavilue adjustment and $8 million of
unamortized discoun

(4) Includes $70 million ($21 million due in 1-83rs, $33 million due in 3-5 years and $16 millibre in over 5 years) of unrecognized tax
benefits recorded under ASC topic 7

OFF-BALANCE SHEET ARRANGEMENTS

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

Insurance $ 234
Inventory obligation: 96
Real estate developme 20
Other 8
Total $ 35€

At May 31, 2010, $194 million of insurance lettefscredit were issued under the provisions of d0®million credit facility that expires on
August 9, 2010.

We have no off-balance sheet arrangements otherthioge disclosed on the Contractual Obligatioms@ommitments table and a credit
agreement guaranty on behalf of SureScripts-RxHUEG, This agreement is described more fully in &a8 in the Notes to Consolidated
Condensed Financial Statements.

Both on-balance sheet and off balance-sheet fingradternatives are considered when pursuing quitatatructure and capital allocation
objectives.



RECENT ACCOUNTING PRONOUNCEMENTS

In June 2009, the Financial Accounting Standardsr8¢9FASB) issued ASC topic 810 (formerly SFAS N67, Amendmentsto FASB
Interpretation No. 46(R)) , which amends the consolidation guidance applectblvariable interest entities. The amendmentssighificantly
affect the overall consolidation analysis under ABgic 810. The application of the new provisiomsler this topic, which will be effective
for the first quarter of fiscal 2011, is not exptto have a material impact on our consolidateaitial position or results of operations.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Certain information in this quarterly report on Fot0-Q, as well as in other public filings, the Gmany website, press releases and oral
statements made by our representatives, is forleatkdng information based on the Company’s curegectations and plans which involve
risks and uncertainties. Forward-looking inforroatincludes statements concerning pharmacy saeddy prescription margins, number and
location of new store openings, outcomes of litmatthe level of capital expenditures, and demphi@atrends. Forward looking information
includes statements with words such as "expeatstimates,” "intends," "believes,” "plans," "antiies” or similar language. For such
statements, we claim the protection of the safbdrgurovisions of the Private Securities LitigatiRaform Act of 1995.

Forward-looking statements involve risks and uraieties, known or unknown to the Company that caaldse results to differ materially
from management expectations as projected in sugbafd-looking statements. These risk and ungdita are discussed in Iltem 1A of the
Company'’s annual report on Form 10-K for the figezdr ended August 31, 2009 as well as other dootsnfided with the Securities and
Exchange Commission. Unless otherwise requireddpjicable securities laws, the Company assumebligation to update its forward-
looking statements to reflect subsequent eventfraumstances.

Item 3. QUALITATIVE AND QUANTITATIVE DISCLOSURE AB OUT MARKET RISK

In January 2010, we entered into two interestsat@p transactions converting our $1,300 millior78% fixed rate notes to a floating inter
rate tied to the six month LIBOR in arrears plusastant spread. These financial instrumentsersitive to changes in interest rates. On
May 31, 2010, we had $1,050 million in loterm debt obligations that had fixed interest rat&one percentage point increase or decree
interest rates would increase or decrease the himteiest expense we recognize and the cash wéopayterest expense by approximately
$13 million.

Item 4. CONTROLS AND PROCEDURES

Based on their evaluation as of May 31, 2010, @msto Exchange Act Rule 13a-15(b), the Compangisagement, including its Chief
Executive Officer and Chief Financial Officer, lmmcluded that the Company's disclosure contralspgocedures (as defined in Exchange
Act Rules 13a-15(e)) are effective.

In connection with the evaluation pursuant to ExgfeaAct Rule 13a-15(d) of the Company's internatic® over financial reporting (as
defined in Exchange Act Rule 13a-15(f)) by the Camys management, including its Chief Executivdd@ffand Chief Financial Officer, no
changes during the quarter ended May 31, 2010 idergified that have materially affected, or aras@nably likely to materially affect, the
Company's internal control over financial reporting

In the second quarter of fiscal 2010 we signedgaaeament to outsource select accounting transaptiocessing activities. This is part of an
ongoing initiative to transform our accounting angation to a new model which includes shared ses/and multiple centers of

excellence. The Company’s management has concthdéthe outsourcing agreement has not mateadiécted, and is not reasonably
likely to materially affect, the Company’s interraantrol over financial reporting.

PART Il. OTHER INFORMATION

tem 1. LEGAL PROCEEDINGS

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

Item 1A. RISK FACTORS

In addition to the other information set forth imistreport, you should carefully consider the feztiscussed in Part |, “Item 1A. Risk
Factors” in our Annual Report on Form 10-K for §fear ended August 31, 2009 and in Part Il, "ltem RSk Factors"” in our subsequent
Quarterly Reports on Form 10-Q, which could matigriaffect our business, financial condition orudte results.

We derive a significant portion of our sales from pescription drug sales reimbursed by pharmacy benéf management companies.

We derive a significant portion of our sales froregription drug sales reimbursed through presoridrug plans administered by pharmacy

benefit management (PBM) companies. PBM compdagigcally administer multiple prescription drulgups that expire at various times
and provide for varying reimbursement rates. If participation in the prescription drug prograndsninistered by one or more of the lal



PBM companies is terminated, we expect that owssabuld be adversely affected, at least in thetséon. If we are unable to replace any
such lost sales, either through an increase irr atiles or through a resumption of participatiothizse plans, our operating results may be
materially adversely affected.

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

(c) The following table provides information abguirchases by the Company during the quarter ektdgd31, 2010 of equity securities
that are registered by the Company pursuant tadet® of the Exchange Ac

Issuer Purchases of Equity Securi

Approximate Dollar Value
Total Number of Shares Purcha:  of Shares that May Yet Be

as Part of Publicly Announced Purchased Under the $2,(

Total Number of Shares Average Price  $2,000 Million Stock Repurchase Million Stock Repurchase

Period Purchased (1 Paid per Shar Program (2 Program (2
3/1/2010- 3/31/201C 1,900,72° $ 35.2¢ 1,900,72° $ 1,533,005,22
4/1/2010- 4/30/201C 1,842,060 $ 36.31 1,842,060 $ 1,466,009,67
5/1/2010 - 5/31/2010 4,486,32. $ 35.0¢F 2,986,32. $ 1,361,819,05

Total 8,229,11' $ 35.3¢ 6,729,11' $ 1,361,819,05

Q) The Company purchased 1,500,000 shares of its constegk in open-market transactions to satisfyrdlygiirements of the
Company's employee stock purchase and option pdansell as the Company's Nonemployee DirectorkSgban.

(2) On October 14, 2009, the Board of Directors auteatia new stock repurchase program (“2009 repueghasgyram”) which
replaced the 2007 repurchase program. The 2009ategee program allows for the repurchase of u2t6(® million of the
Company’s common stock prior to its expiration cecBmber 31, 2013. The total remaining authorizatioster the repurchase
program is $1,362 million as of May 31, 20.

Item 6. EXHIBITS
(a) Exhibits

3.1 Articles of Incorporation of Walgreen Ccs,amended, filed with the Securities and Exchangmar@ission as Exhibit 3(a) to
Walgreen Co.’s Quarterly Report on Form 10-Q far quarter ended February 28, 1999 (File No. 1-0)&0w incorporated by
reference hereir

3.2 Amended and Restated By-Laws of Walgreen &oamended effective as of September 1, 20@8, \fiith the Securities and
Exchange Commission on September 5, 2008 as Exhibib Walgreen Co.’s Current Report on Form 8Ke(No. 1-00604),
and incorporated by reference her:

10.1 Separation and Release Agreement, effective Apr2010, between Stanley B. Blaylock and Walgreen

12 Computation of Ratio of Earnings to Fixed Char

31.1 Certification of the Chief Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer pursuao Section 302 of the Sarba-Oxley Act of 2002

32.1 Certification of the Chief Executive Officer pursido Section 906 of the Sarba-Oxley Act of 2002, 18 U.S.C. Section 13!

32.2 Certification of the Chief Financial Officer pursudo Section 906 of the Sarba-Oxley Act of 2002, 18 U.S.C. Section 13!

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.
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Dated: 6/28/10
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(Registrant

/sl W.D. Miquelon

W.D. Miquelon
Executive Vice Presidel
(Chief Financial Officer

/s/ M.M. Scholz

M.M. Scholz
Controller
(Chief Accounting Officer



Exhibit 10.1

Separation and Release Agreement for Stanley B. Bick

This Separation and Release Agreement (“Agreeménéhtered into between the undersigned empldy@afloyee”)and Walgreen Co., |
parents, subsidiaries, affiliated companies, presars, successors and assigns (“Walgreens” 6Ctmpany”), who agree as follows:

1. Termination Date .
The parties agree that Employee’s employment vaghQompany is terminated effective April 2, 201te(tTermination Date”).
2. General Waiver & Release

(&) Employee waives and releases any and all cldmsyn or unknown, arising on or before the date Byge signs this Agreement, t
Employee has or might have against the Companpaitsnts, subsidiaries, affiliated companies, presisors, successors, and assigns, a
as all of its and their past and present officdigctors, managers, employees, attorneys, andsafmilectively “Released Parties3yubjec
only to the exceptions identified in paragraph Bte These waived and released claims includeabainot limited to: (i) claims that in a
way relate to Employes’ employment, separation from employment and ottealings of any kind with any Released Party otti€s
(i) claims of unlawful discrimination, harassmenrgtaliation or other alleged violations arisingdan federal, state, local or others laws
regulations, including but not limited to claimdsamg under the federal Age Discrimination in Empteent Act (ADEA); Title VII of the
Civil Rights Act of 1964; the Civil Rights Act of866; the Employee Retirement Income Security AdRIEA); the Americans wil
Disabilities Act (ADA); the Fair Labor Standards tAE&LSA); the Worker Adjustment and Retraining Niotition Act (WARN); and th
Family and Medical Leave Act (FMLA); (iii) claimsfowrongful discharge, emotional distress, defammtimisrepresentation, frat
detrimental reliance, breach of alleged contractindigations, promissory estoppel, negligence, Wissad battery, and violation of puk
policy; and (iv) claims for monetary damages, othensonal recovery or relief, costs, expensesattotheys’ fees of any kind.

(b) Walgreens is not currently aware of any claonsauses of action it may have against Employee.
Claims and Rights Not Waived or Released

The only claims not waived and not released by Byg® under paragraph 2 are (i) claims arising afterdate that Employee signs
Agreement; (ii) any claim that as a matter of laanmot be waived; and (iii) claims for vested besedfind all benefits that are specific
described and provided for in this Agreement. d¢idigon, nothing in this Agreement shall affect iaterfere with Employe&’ right tc
participate, cooperate, initiate or assist in avestigation or proceeding conducted within the Camypor by any government ager
oversight board, commission or other regulatoryinmestigative body. Again, however, Employee isivivegy and releasing all rights
recover money or other individual relief in conneotwith any investigation or proceeding relatedct@ims covered by paragraph 2 ak
(General Waiver & Release).

3. No Disparagement.

Employee will not make derogatory statements, eittidétten or oral, or otherwise disparage any RedebParty or Walgreens product:
services, except as may be required to be permigjethw. Nor shall Employee direct, arrange orcemage others to make any s
derogatory or disparaging statements on Empleybehalf. Walgreens CEO and Corporate Officetsnet make, and will cause others
to make on their behalf, derogatory statementisgeitritten or oral, or otherwise disparage Empégyexcept as may be required or perm
by law.

4.  Return of Company Property .

Employee agrees that he has returned all Compaipepy, and no Company property has been retaiggidbEmployee, regardless of
form in which it was acquired or held by Employpeyvided, however, that the Company acknowledges and agrees thalolegs cellula
phone and cellular phone number (410-3286) are the property of Employee and not the gntgpof Walgreens and that Walgreens will 1
all reasonable action to assist Employee to trarisfieployees cellular phone number from a corporate accounteaby the Company
Employee’s personal account.

5. Restrictive Covenants.

Employee is subject to the Non-Competition, NonkS@ltion and Confidentiality provisions attacheeréto as Exhibit Bthe “Walgreen
Non-Compete”).

6. Non-Admissions.

Nothing in this Agreement constitutes or shall lmet@ayed or regarded as an admission of any wrangddault, violation, liability, o
unlawful activity by the Company, Employee or argiéased Party.

7. Cooperation.

Subject to paragraph 3 above and upon reasonablenmtice, Employee agrees to fully and completmpperate with the Company anc



agents and representatives during and in connewtithnall litigation, potential litigation, and iatnal or external investigations in which
Company is involved or may become involved, subjecteimbursement of reasonable travel expensésvEl is requested.; provided
however, that the Company acknowledges that the applicaifoSection 3 and this Section 7 shall be subijeany future employment
Employee and that the Company acknowledges ancaghat it will endeavor to accommodate Employesuch regard. During the 18-
month severance period Employgeissistance hereunder shall be without additicoalpensation. Thereafter, the Company shall pri
reasonable compensation to Employee for time reduroviding litigation assistance except for htign matters where Employee is a na
party to the litigation. In such cases, no addélccompensation will be provided to Employee.

8. Non-Inducement.

Employee agrees that he will not directly or indihg assist or encourage any person or entity imygay out any activity that would |
prohibited by the provisions of this Agreementu€k activity were carried out by Employee.

9.  Separation Payments

In exchange for Employe®’obligations to Walgreens under this Agreemertiuiting the Release and Waiver, Walgreens agregmy
Employee the Separation Benefits set forth in tttached Exhibit A. Employee acknowledges that these SeparationfiBemee in ful
settlement of any severance rights he may haverdhdeéMedmark Severance Agreement.

10.  Indemnification .

Walgreens agrees to indemnify Employee, to thes$ulextent permitted by law, for any and all aatsuoring during the course of |
employment, including for any and all claims brougfier the Termination Date. Walgreens acknowdsdipat Employee is and will rem
covered by the Company’s director and officer iasige policy for any and all acts up to and throtighTermination Date.

11.  Alternative Employment .

Employee$ benefits hereunder shall not be subject to ofiseeduction in the event Employee obtains altereemployment or income, r
shall Employee be under any obligation of mitigatie connection with the benefits to be paid urttier Agreement.

12. [Reserved]

13.  No Assignment by Employee

Employee represents and warrants that Employeadtasold, assigned, transferred, conveyed, or wikerdisposed of any claim coverec
paragraph 2 above (General Waiver Release) andEiingioyee has the sole right and exclusive authaatexecute this Agreement
Employee’s behalf.

14.  Severability .

In the event that any portion of this Agreemenhédd by a court of competent jurisdiction to beadl or unenforceable, the invalid
unenforceable portion shall be construed or madlifiea manner that gives force and effect, to thiedt extent possible, to all other porti
and provisions of this Agreement. If any invalidumenforceable portion of any provision in thisr&gment cannot be construed or mod
to render it valid and enforceable, that portiomlsbe construed as narrowly as possible and $feakbevered from the remainder of
Agreement, and the remainder of this Agreementydiog the remainder of the section, paragraphpatdgraph or sentence containing
invalid or unenforceable words) shall remain ireeffto the fullest extent possible.

15. OWBPA Provisions — Additional Understandings.

In compliance with the Older Workers Benefit Préimt Act (“OWBPA”), the Company and Employee agte¢he following:

(&) Understandability . This Agreement is written in a manner calculatetde understood by the Employee, and Employeerstahds a
terms of this Agreemen

(b) Age Discrimination (ADEA) Waiver . This Agreement includes a waiver and releaselaifns under the Age Discrimination
Employment Act (ADEA) as described in paragrapltb@ve;

(c) No Future Waiver . This Agreement only waives and releases claimd @ghts arising prior to the date Employee sighis
Agreement

(d) Valid Consideration . In exchange for Employeeielease and waiver as part of this Agreement,|@mp acknowledges that he/sh
receiving adequate consideration in the form ofa®aion Payments as described herein that excesed tb which Employee is entit|
apart from this Agreemer

(e) Employee Advised to Consult with an Attorney. By this Agreement, the Company advises Empldgeeonsult with an attorn
before signing this Agreemet

() Period to Consider this Agreemeni. Employee has been given a period of 21 caleddgs in which to consider this Agreement,



to decide whether he wishes to sigr

(g) Period to Revoke Agreemen. After Employee signs this Agreement, Employeg haalendar days in which Employee can chang¢
mind and revoke this Agreement. Walgreens and Byagl agree that, to revoke this Agreement, Emplayest notify Walgreens
writing that Employee is revoking this AgreemeAny such notice of revocation must be received kgrivWvattley, Divisional Vic
President, within the 7-day period; Mail: 1411 eakook Road M.S. #L414, Deerfield, lllinois 60018xE (847) 9646492 Email
mark.wattley@walgreens.co

(h) Effective Date. This Agreement shall not become effective operdable until the Bay revocation period described above has ex
with no revocation by Employe

16. Governing Law .

The laws of the State of lllinois shall govern tradidity, performance, enforcement, interpretataord any other aspect of this Agreem
notwithstanding any state’s choice of law provisi¢én the contrary.

17. Binding Effect.

This Agreement shall be binding upon and inurehm benefit of Employee and the Company and hisi@ntespective heirs, executc
successors, agents and representatives.

18. Counterparts and Facsimile Signatures
This Agreement may be executed in counterpartshylddken together, constitute a single, enforcemiskeument.
19. Complete Agreement

This Agreement (including without limitation the Weeens Non-Compete which is attached hereto asbEXB ) constitutes the parties’
entire agreement and cancels, supersedes, andesay and all prior proposals, understandings,agmeements (written, oral or implir
regarding all matters addressed herein, includitiigout limitation the Medmark Severance Agreemertt any other Non-Competition, Non-
Solicitation and Confidentiality Agreement Employmay have executed with the Company. The terntbisfAgreement (including witho
limitation the Walgreens Non-Compete which is dtethereto as Exhibit Bmay not be altered or modified except by writkgmeement ¢
the Employee and the Company. In connection hith Agreemens acceptance and execution, neither Employee raCémpany is relyir
on any representation or promise that is not esprestated in this Agreement.

20.  Full Knowledge and Authority to Sign.

Other than as stated herein, Employee and Walgraest that each of them has the authority torente this Agreement (including t
provisions set forth on Exhibit And_Exhibit Bhereto), that no promise or inducement other tlastated herein has been offered for
Agreement, that they are legally competent to eteethis Agreement, and that they accept the fgoasibility therefor. Walgreens furtl
acknowledges that the individual set forth below hal corporate power and authority to executs thgreement on behalf of the Comp
and to bind the Company in all respects.

Entered and Agreed to:

Dated:

Stanley B. Blaylocl
Walgreen Co
By:

. Mark A. Wattley
Divisional Vice Presider

EXHIBIT A

Summary of Separation Benefits for Stanley B. Blaylck

Last Day in Office April 2, 2010



Paid Through Dat June 23, 2010 (th*PTD")
Vacation $131,818.19, paid within 30 days after April 2, A(

Severance $900,000 (less tax withholdings and benefit dedns; represents 18 months of base salary; paidnanthly
installments, in accordance with the Company’s rarpayroll processes, over the course of thenb@ith severan:
period beginning after April 2, 201

Fiscal 2010 Bonus Pn@ted bonus for the portion of the fiscal year agdon the PTD, to be paid when FY2010 bonuses aia (phe
“Bonus”); provided, however, that the Bonus shall be calculated in the samaneraas it is calculated for otl
comparable senior executives who remain employethbyCompany; provided further, that if the Company pays
bonus to a majority of the Corporate Officers af @ompany for FY2010, then the Company shall baired to pay th
Bonus to Employee

Benefits If Blaylock, his spouse and all dependent childeanoll in COBRA, all medical, prescription and/cerdal, premiunm
will be subsidized such that Blaylock only pays gremium rates that are in effect for all othervacemployees wt
select the same coverage as Blaylock and his familge Company acknowledges that even upon thih @édlaylock
it will continue the coverage for Blaylo's spouse and all dependent children on the sams #md conditions

Long-Term A pro-rated portion of the not yet vested laegm incentive awards listed below will become gdsand distribute
Incentives based on service through the PTD as set forth dribixC . All other longterm incentive awards will be forfeited as
the PTD.

« Restricted stock awards granted in April 2007 apdil&2008.

» Restricted cash and restricted stock granted fecafi years 2007 and 2008 under the former Resd
Performance Share Progra
 Restricted stock units granted on September 1, 2808eptember 1, 2009.

Outplacemen Up to 12 months of executi-level outplacement with Challenger, Gray and Chrést.

EXHIBIT B

WALGREEN CO. NON-COMPETITION, NON-SOLICITATION AND CONFIDENTIALITY AGREEMENT

This Exhibit forms a part of the Separation andeRsé Agreement (the “Separation Agreementtyjveen Stanley B. Blaylock and Walgr
Co. or one of its subsidiary companies (hereinaétarred to as “Employee” and the “Company”).

WHEREAS, the Company develops and/or uses valuabgness, technical, proprietary, customer andephiinformation it protects |
limiting its disclosure and by keeping it secretonfidential;

WHEREAS, Employee acknowledges that during the smaf employment, he has or will receive, contebuir develop such confiden
information; and

WHEREAS, the Company desires to protect from itmpetitors such confidential information and als®ides to protect its legitime
business interests and goodwill in maintainingeitgployee and customer relationships.

NOW THEREFORE, in consideration of his initial emmyient offer with the Company, the restricted stook awards issued to Employ
and the compensation and benefits provided purdoahie Separation Agreement to which this is agdcas Exhibit B, Employee agree
the following:

1. Non-Disclosure And NonUse.

Employee agrees not to disclose any Confidentialrination, as defined below, to any person or gmtiher than the Company, either dui
or after Employee’s employment, without the Compangrior written consent. Employee further agrees to use any Confident
Information, either during or at any time after kimployment, without the Compaisyprior written consent, except as may be necegs
perform his job duties during employment with then@pany. In the event Employee is required to dislany Confidential Information
law, Employee will provide the Company with promptitten notice of any such requirement and providasonable cooperation to
Company so that the Company may seek a protectider @r other appropriate remedy. The Company @eledges and agrees that
disclosure of Confidential Information by Employase required by law shall not be a breach of thea@ipn Agreement, including tl
Exhibit B, provided that Employee has provided the requigite to the Company, if possible.

Confidential Information means information not geally known by the public about processes, systepmeducts, services, includi
proposed products and services, business informatimow-how, or trade secrets of the Company. Confidemtifrmation includes, but



not limited to, the following:

(&) Customer records, identity of vendors, sigpp| or landlords, profit and performance repgitges, selling and pricing procedures
and techniques, and financing methods of the Comy

(b) Customer lists and information pertainingdentities of the customers, their special demaandd their past, current and
anticipated requirements for the products or ses/@f the Compan!

(c) Specifications, procedures, policies, teqghas, manuals, databases and all other informpéaaining to products or services of
the Company, or of others for which the Companydsssimed an obligation of confidentiali

(d) Business or marketing plans, accounting recdimncial statements and information, and projetgiof the Compan)

(e) Software developed or used by the Comp.

() Information related to the Compé's retailing, distribution or administrative fadis; anc

(g) Any other information identified or defined amfidential information by Company polic

Notwithstanding anything to the contrary contaihedein, Confidential Information does not incluttes following:

(a) information which becomes available to the pufiien a source other than the Employee and thrawagtault of Employee

(b) information that is legally obtained by tBmployee at any time from other sources who aresubject to confidentiality
restrictions;

(c) information that came into Employ’'s possession prior to or independent of his empémtrelationship with the Company; a

(d) information that consists of general industry \kiexige.

2. Non-Competition and Non-Solicitation .

In order to protect the legitimate business intsraad goodwill of the Company, and to protect @arftial Information, Employee covena
and agrees that for the entire period of his emplayt with the Company, and for a period of 18 msmbmmencing on April 3, 2010, (i
“Non-Compete Period”), Employee will not:

(a) contact any Customer of the Company fobibrefit of a Competing Business or interfere wathattempt to disrupt the
relationship, contractual, or otherwise, betweenGompany and any of its Custome

(b) hire employees of the Company. This restnicincludes without limitation a prohibition ond@llock directly or indirectly
employing, or knowingly permitting any Person osimess directly or indirectly controlled by Blaylgaegardless of whether such
Person or business is a Competing Business, froptogimg, any person employed by the Company aswofidry 1, 201

(c) solicit employees of the Company. Thisniegbn includes without limitation a prohibitiomalirectly or indirectly (i) interfering
with, or attempting to disrupt the relationshipntractual, or otherwise, between the Company agdéits employees, and (ii)
soliciting, inducing, or attempting to induce emyes of the Company to terminate employment wighGbmpany. The foregoing
non-solicitation provision shall not be applicatdegeneral solicitations in newspapers, trade magazinternet job sites or other
similar media not specifically targeting employeéshe Company, and any hiring resulting therefr

(d) compete with the Company. This restriction idles without limitation a prohibition on directly wrdirectly engaging or investir
in, owning, managing, operating, financing, coningl, participating in the ownership, managemepgration, financing or control
of, or being associated or in any manner connegtttg any Competing Business, whether as a consuiradependent contractor,
agent, employee, officer, partner, director, shaldgr (except (i) limited partnership investmem®iivate equity funds which may
invest in venture capital-backed companies (whenplByee's investment represents less than 1% pevesrership interest of any
such company) or (ii) investments of less than 1@aership interest of the outstanding securitiea obrporation or other entity
whose securities are listed on a stock exchangeaation system and such entity files periodi@repwith the Securities and
Exchange Commission), distributor, representativ@therwise, alone or in association with any otherson(s). Notwithstanding
the foregoing, Employee may render services foomfeting Business if: such service does not atinflith any other restrictions
noted in this Paragraph 2; the Competing Busireds/ersified, and Employee becomes employed iaragd the business that is
not in direct or indirect competition with Comparand, prior to the Employee beginning employmenhhe Competing Busines
the Company receives written assurances from Ereplajat Employee will not render services direotlyndirectly in connection
with any product, system, service, or process gf@rson or organization which is the same as, ewalpe to, or competes directly
or indirectly with a product, system, service, cogess of the Compan

Employee further acknowledges and agrees that 1& month period commencing after the Noompete Period, Employee shall not cor
with, or accept employment with (a) CVS/CaremaltX, Express Scripts, or (c) Medco Health Solutiamsany successors thereto of
foregoing corporations, nor shall Employee prowdevices on behalf of the foregoing corporationthwespect to the pricing or negotial
of network pharmacy contracts.

Employee agrees that the restrictions containegaiagraphs 2(a), 2(b) and 2(c) have no geographitation. Employee agrees that
restrictions contained in Paragraph 2(d) are gedgcally limited to (a) the entirety of the Unit&tates and (b) any other country if
Company conducts business within such country watiare during Employee's employment with the Comypan

Employee acknowledges that (i) the Company's basiigeand following the date hereof will be natiadnascope, (ii) the Company's prodt
and services are and following the date hereof bl marketed throughout the United States and tfig) Company has competed
following the date hereof will compete with otharsinesses that are or could be located in anygbahe United States. Employee furt
covenants and agrees that restrictive covenantsioed in this Agreement are reasonable and nagetsgrotect the legitimate busin
interests of the Company because of the naturseoyk of the Company's busine



If a court or arbitrator of competent jurisdictiodletermines that one or more of the provisions & Baragraph 2 are invalid, illegal,
unenforceable for any reason, then such provisigoravisions shall be deemed to be reduced in socopength, as the case may be, tc
extent required to make this Paragraph enforcedblemployee violates the provisions of this Paieguy 2, the periods described therein ¢
be extended by that number of days which equalagdigeegate of all days during which at any time sungh violations occurred.

For purposes of this Paragraph 2, the followingnitédns shall apply:

(1) “Competing Business” means any businessgaym by any Person that is in competition with Bosiness engaged in by the
Company (“Company Business”) during the term of oyppe’s employment with the Company; provided thatforegoing shall
only apply to any Company Business with respegth@h Employee possesses Confidential Informatimhwsas substantially
engaged or was active in the management of suéhdsssduring Employ¢s employment with the Compar

(2) “Customer” means any patient or other cugtoar prospective customer of any Company businegsvith respect to which
Employee was substantially engaged or was actitleeirmanagement of such business during Emplogeefdoyment with the
Company

(3) “Perso” means any individual, corporation, partnershipjtih liability company or other entit

3. NonrInducement.

Employee agrees that during the term of his empéntrand for one year following the Employee’s teration of employment, Employee
will not directly or indirectly assist or encouragey Person or entity in carrying out any activftgit would be prohibited by the provisions of
this Agreement if such activity were carried outtypployee.

4. [Reserved]

5. Consideration and Acknowledgments

Employee acknowledges and agrees that the covedastsibed in Paragraphs 1 through 3 of this Age#rare essential terms, and
underlying restricted stock unit award and the &#p@n Payments under the Separation and Releasemgnt would not be provided by
Company in the absence of these covenants. Enmloyther acknowledges that these covenants amosigol by adequate consideratiol
set forth in this Agreement, that full compliancé&hathese covenants will not prevent Employee freamning a livelihood following tt
termination of his employment, and that these camendo not place undue restraint on Employee amdet in conflict with any publ
interest. Employee further acknowledges and agteisEmployee fully understands these covenants hiad full and complete opportut
to discuss and resolve any ambiguities or uncetginmegarding these covenants before signing Agiement, that these covenants
reasonable and enforceable in every respect, anstdiantarily agreed to comply with these covendotsheir stated term. Employee agt
that in the event he is offered employment with @nPeting Business at any time in the future, Emgdoghall immediately notify tl
Competing Business of the existence of the covergattforth in Paragraphs 1 through 3 above.

6. Enforcement of This Agreement

Employee acknowledges that compliance with the camts set forth in Paragraphs 1 through 4 of tigseAment is necessary to enable
Company to maintain its competitive position, ahdttany actual or threatened breach of these catemaill result in irreparable ai
continuing damage to the Company for which theldeb® no adequate remedy at law. In the evenngfaxtual or threatened breach of tt
covenants, the Company shall be entitled to injuactelief, including the right to a temporary masting order, and other relief. T
foregoing stipulated remedies of the Company aradidition to, and not to the exclusion of, any otfi@nages the Company may be ab
prove. In addition, if any court shall at any titmald these covenants to be unenforceable or upmebte in scope, territory or period of tit
then the scope, territory or period of time of twwenants shall be that determined by the coubetoeasonable. Employee consents t
jurisdiction of the Circuit Court of Lake or CooloGnty, lllinois for purposes of the enforcementlas agreemen

7. Notification .
Employee further agrees that the Company may natifyone later employing him of the existence anmalvigions of this Agreemel

provided, however, that prior to any notification, the Company shiadl required to provide Employee with an advanceycof sucl
correspondence.

Exhibit C

Stan Blaylock
Last day Workec  4/2/201(
Paid-Through 6/23/201!



Date

Initial Grants
Prorate Based on P-Through Date
Grant Dat  Vest Datc Shares Cash # Stk Price Value
RSU Grant 9/1/200¢ 8/31/201: 8,30 5,07 $35.0( $177,59. Vests over 36 montt
9/1/200¢ 8/31/201. 10,37 2.8¢ $35.0( $ 100,85 Vests over 36 montt
Restricted Stock 4/13/200° 4/13/201( 2,001 2,00 $35.0 $70,00( Grant distributed before pattirougt
date
4/13/200° 4/13/201: 2,00 1,5¢ $35.00 $55,41 vests over 48 montt
4/13/200° 4/13/201. 2,001 1,2¢ $35.0( $44,33: Vests over 60 montr
4/9/200¢  4/9/201: 1,33 9¢ $35.0( $ 33,69 Vests over 36 montr
4/9/200¢  4/9/201: 1,33 7z $35.00 $25,27: Vests over 48 montt
4/9/200¢  4/9/201: 1,33 57 $35.0( $20,23: Vests over 60 montt
RPSP Ca Fiscal 200 8/31/201( $ 7,99 $ 7,55( Vests over 36 montt
Stock Fiscal 200" 8/31/201( 16 1t $35.00 $5,32: Vests over 36 montr
Casl Fiscal 200" 8/31/201.: $ 7,99: $ 5,66: Vests over 48 montt
Stock Fiscal 200" 8/31/201.: 16, 11 $35.00 $ 3,99 Vests over 48 montr
Casl Fiscal 200! 8/31/201( $ 10,35¢ $ 9,49¢ Vests over 24 montt
Stoclk Fiscal 200 8/31/201( 22 21 $35.00 $ 7,34 Vests over 24 montt
Casl Fiscal 200: 8/31/201: $ 10,35¢ $ 6,33 Vests over 36 montt
Stock Fiscal 200! 8/31/201.: 23 1¢ $35.00 $4,91¢ Vests over 36 montr
Casl Fiscal 200! 8/31/201. $ 10,35¢ $ 4,74¢ Vests over 48 montt
Stock Fiscal 200: 8/31/201. 23 1C $35.00 $ 3,69( Vests over 48 montr
Totals 29,68' $ 47,06 15,7¢ $586,45! (1)

(1) Dollar value of shares is an estimate basedheindicated stock pric

Grant Date Vest Date # Share:
Stock Options 8/1/200¢  8/1/200¢ 53 Option Price is $46.7
9/1/200¢  9/1/200¢ 6,06! Option Price is $49.4
10/31/200¢ 10/31/200: 57 Option Price is $43.€
1/8/2007  1/8/201( 69 Option Price is $45.£

9/1/2007  9/1/201( 13,54! Option Price is $45.C
10/9/200° 10/9/201! 4,32/ Option Price is $39.1
9/1/200¢ 8/31/201:  33,21. Option Price is $36.4
9/1/200¢ 8/31/201: 41,49 Option Price is $34.C



Exhibit 12

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

Income before income taxes and minority inte
Add:
Minority interest
Fixed charge:
Less: Capitalized interest
Earnings as defined

Interest expense, net of capitalized inte

Capitalized interes

Portions of rentals representative of the intefiastor
Fixed charges as defined

Ratio of earnings to fixed charg

Nine Months Ende:
5/31/201( 5/31/200!
$ 264 $ 2,48t

80¢€ 73¢
© (12
$ 344: 8  3.20¢

$ 67 $ 60
9 12

732 661

$ 80¢ $ 733

4.2¢ 4.37



EXHIBIT 31.1

CERTIFICATION

I, Gregory D. Wasson, certify that:

Is/

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

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the

period covered by this repo

Based on my knowledge, the financial statemeamts other financial information included in théport, fairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant's other certifying officer(spdrare responsible for establishing and maintgmlisclosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirgg @defined in Exchange Act Rule

13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared

b) Designed such internal control over finanoégdorting, or caused such internal control ovearficial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjj

C) Evaluated the effectiveness of the regissatisclosure controls and procedures and presantbis report our conclusions
about the effectiveness of the disclosure conantprocedures, as of the end of the period cousyelis report based on such
evaluation; ant

d) Disclosed in this report any change in thggsteant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fofisttal quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingpe

The registrant's other certifying officer(spdrhave disclosed, based on our most recent ev@tuaf internal control over financial

reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent

functions):

a) All significant deficiencies and material weasses in the design or operation of internalrobover financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apbrt financial information;
and

b) Any fraud, whether or not material, that ilmves management or other employees who have disamtirole in the registrant's
internal control over financial reportin

Gregory D. Wasso President and Chief Executive Officer Date: J28e2010
Gregory D. Wasso




EXHIBIT 31.2

CERTIFICATION

I, Wade D. Miquelon, certify that:

Is/

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

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the

period covered by this repo

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer(spdrare responsible for establishing and maintgmisclosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rule

13e15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulahlyring the period in which this report is beingpared

b) Designed such internal control over finanoggdorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princij

C) Evaluated the effectiveness of the regissatisclosure controls and procedures and preséntbd report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

d) Disclosed in this report any change in the regigtsanternal control over financial reporting tloaturred during the registrar
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingp:

The registrant's other certifying officer(spdrhave disclosed, based on our most recent ev@tuaf internal control over financial

reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent

functions):

a) All significant deficiencies and material waasses in the design or operation of internalrobotser financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize @&port financial information;
and

b) Any fraud, whether or not material, that ilves management or other employees who have disattirole in the registrant's
internal control over financial reportin

Executive Vice President and Chief
Wade D. Miguelor Financial Officer Date: June 28, 201
Wade D. Miquelor




Exhibit 32.1

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 Walgr&am, an lllinois corporation (the "Company"), oorf 10-Q for the quarter ended May
31, 2010 as filed with the Securities and ExchaBgmmission (the "Report"), |, Gregory D. Wassonig€Executive Officer of the
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 thejuérements of Section 13(a) or 15(d) of the SeimsriExchange Act of 1934; and

2 The information contained in the Reegairly presents, in all material respects, timaficial condition and results of operations of
the Company.

/sl Gregory D. Wasson
Gregory D. Wasson

Chief Executive Officer
Dated: June 28, 2010

A signed original of this written statement reqdit®y Section 906 has been provided to Walgreera@d will be retained by Walgreen Co.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



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 Walgr&am, an lllinois corporation (the "Company"), oorf 10-Q for the quarter ended May
31, 2010 as filed with the Securities and ExchaBgmmission (the "Report"), I, Wade D. Miquelon, &hrinancial Officer of the Company,
certify, pursuant to Section 906 of the SarbanelAct of 2002, to the best of my knowledge:

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

2 The information contained in the Reegairly presents, in all material respects, timaficial condition and results of operations of
the Company.

/s/ Wade D. Miquelon
Wade D. Miquelon

Chief Financial Officer
Dated: June 28, 2010

A signed original of this written statement reqdit®y Section 906 has been provided to Walgreera@d will be retained by Walgreen Co.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



