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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) DHE SECURITIES EXCHANGE ACT OF 19:
For the Quarterly Period Ended May 31, 2011
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE SECURITIES EXCHANGE ACT OF 19:
For the transition period from to

Commission File Number
1-604

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

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

(847) 9142500

(Registrant's telephone number, including area)code

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

Yes¥ No[

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

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

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

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExge Act).
YesO NoH

The number of shares outstanding of the registr&@dmmon Stock, $.078125 par value, as of May 8112vas 905,418,846.
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PART I. FINANCIAL INFORMATION

Item 1. Consolidated Condensed Financial Statemen(Unaudited)

The consolidated condensed financial statemenfgad§reen Co. and subsidiaries included herein haes prepared by the Company purs

to the rules and regulations of the SecuritiesiExchange Commission. The Consolidated Condensksh&aSheets as of May 31, 2011,
August 31, 2010 and May 31, 2010, the Consolid@eddensed Statements of Earnings for the threamimednonths ended May 31, 2011 and
2010, and the Consolidated Condensed Stateme@ashf Flows for the nine months ended May 31, 2012810, have been prepared
without audit. Certain information and footnoteaosures normally included in financial statemgméepared in accordance with accounting
principles generally accepted in the United Stafesmerica have been condensed or omitted purgoastch rules and regulations, although
the Company believes that the disclosures are atiedo make the information presented not misleadlhis suggested that these consolid
condensed financial statements be read in conpmetith the financial statements and the notestbdncluded in the Company's latest
Annual Report on Form 10-K.

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

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

(In millions, except per share amounts

May 31, August 31, May 31,

2011 2010 2010
Assets
Current Assets:
Cash and cash equivalel $ 2,65: $ 1,88 $ 1,712
Shor-term investment - - 60C
Accounts receivable, n 2,59¢ 2,45( 2,72¢
Inventories 7,552 7,37¢ 7,11(
Other current asse 20:< 214 18E
Total Current Assets 13,00t 11,92: 12,33¢
Non-Current Assets:
Property and equipment, at cost, less accumulagprkdiation and amortizatic 11,13( 11,18¢ 11,15¢
Goodwill 1,89¢ 1,887 1,89¢
Other non-current assets 1,28: 1,28: 1,327
Total Nor-Current Asset 14,31: 14,35: 14,37!
Total Assets $ 27,31¢ $ 26,27F $ 26,707
Liabilities & Shareholders' Equity
Current Liabilities:
Shor-term borrowings $ 11 $ 12 $ 9
Trade accounts payak 5,01t 4,58t 4,584
Accrued expenses and other liabilit 2,80¢ 2,76: 2,531
Income taxes 83 73 217
Total Current Liabilities 7,91¢ 7,432 7,341
Non-Current Liabilities:
Long-term debt 2,38¢ 2,38¢ 2,35¢
Deferred income taxe 41¢ 31€ 26€
Other non-current liabilities 1,87: 1,73¢ 1,627
Total Non-Current Liabilities 4.67¢ 4,447 4,25¢

Commitments and Contingencies (see Note 1
Shareholders' Equity:
Preferred stock $.0625 par value; authorized 38anikhares, none issu - - -
Common stock $.078125 par value; authorized 3lbbishares; issue
1,025,400,000 at May 31, 2011, August 31, 2010Mayg 31, 201( 80 80 80
Paic-in capital 741 684 66¢



Employee stock loan receivat
Retained earning

Accumulated other comprehensive (loss) inc¢
Treasury stock, at cost; 119,981,154 shares at3dag011, 86,794,947 at
August 31, 2010 and 52,221,907 at May 31, 2010

Total Shareholders' Equity
Total Liabilities & Shareholders' Equity

(46) (87) (101)

18,28¢ 16,84¢ 16,54:

22) (24) 35

(4,319) (3,10) (2,114
14,72: 14,40 15,11

$ 2731 $ 2627 $ 26,70

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

Net sales
Cost of sales
Gross Profi

Selling, general and administrative exper
Operating Incomu

Interest expense, net
Earnings Before Income Tax Provisi

Income tax provision
Net Earnings

Net earnings per common shi— basic
Net earnings per common sh~ diluted

Dividends declared

Average shares outstandi
Dilutive effect of stock options
Average shares outstanding assuming dilu

Three Months Ended

Nine Months Ended

May 31, May 31,
2011 2010 2011 2010

$ 18,37. $ 17,19¢ $ 54,217 $ 50,55(
13,217 12,45( 38,79 36,36¢
5,154 4,74¢ 15,42 14,18¢
4,20: 3,92( 12,32¢ 11,47
951 82¢ 3,09¢ 2,71(C
18 24 56 67
93: 80t 3,04: 2,64:
33C 34z 1,121 1,022
$ 60z $ 46 $ 1,92: $ 1,621
$ .66 3 A7 $ 2.0t $ 1.65
$ .65 $ A7 $ 207 $ 1.64
$ A75C $ A37F $ 525C $ 412¢F
911.c 976.4 922.2 984.t
10.€ 5.€ 6.8 6.1
922.2 982.( 929.( 990.¢€

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

WALGREEN CO. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(In millions)

Nine Months Ended May

31,

2011

2010




Cash Flows from Operating Activities:

Net earning: $ 192: $ 1,621
Adjustments to reconcile net earnings to net cashiged by operating activitie-
Depreciation and amortizatic 79€ 76€
Deferred income taxe 13€ (19
Stock compensation exper 67 64
Income tax savings from employee stock pl 5 6
Other 34 28
Changes in operating assets and liabili-
Accounts receivable, n (1149 (139
Inventories (151) (37)
Other asset (8) 41
Trade accounts payak 43C 163
Accrued expenses and other liabilit 51 64
Income taxe: (29 13¢
Other nol-current liabilities 14C 12C
Net cash provided by operating activities 3,281 2,81¢
Cash Flows from Investing Activities:
Purchases of shi-term investments held to matur - (2,400
Proceeds from sh¢-term investments held to matur - 2,30(C
Additions to property and equipme (699) (78€)
Proceeds from sale of ass 54 28
Business and intangible asset acquisitions, neasifi receive (182) (764)
Other (17 (31
Net cash used for investing activities (844) (1,657)

Cash Flows from Financing Activities:

Payments of det - (57€)
Stock purchase (1,399 (759)
Proceeds related to employee stock p 203 20¢€
Cash dividends pai (489) (407)
Other 13 (12)
Net cash used for financing activities (1,665) (1,547)
Changes in Cash and Cash Equivalen
Net increase (decrease) in cash and cash equis 772 (375)
Cash and cash equivalents at beginning of 1,88( 2,087
Cash and cash equivalents at end of pe $ 2,65: $ 1,712

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

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

Note 1. Basis of Presentation

The consolidated condensed financial statementsdadhe accounts of the Company and its subsédiarAll intercompany transactions have
been eliminated. The consolidated condensed fiabstatements are prepared in accordance withuaticm principles generally accepted in
the United States of America and include amounsetd@n management’s prudent judgments and estimattgal results may differ from

these estimates. For a complete discussion sfgalificant accounting policies, please see the gamg’'s 2010 Annual Report on Form 10-K.

Note 2. Restructuring

On October 30, 2008, the Company announced a s#riggategic initiatives, approved by the Boardafectors, to enhance shareholder
value. One of these initiatives was a program kma® “Rewiring for Growth”, which was designed ¢éaluce cost and improve productivity
through strategic sourcing of indirect spend, réaycorporate overhead and work throughout the Gomis stores, rationalization of
inventory categories, and transforming communitgrptacy.

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



Three Months

Ended Nine Months Ended

May 31, May 31,

2011 2010 2011 2010

Severance and other bene $ - $ 33 23 15
Inventory charges - - - 19
Restructuring expen: - 3 2 34
Consulting 10 10 21 34
Restructuring and restructuring related expe $ 10 $ 13 $ 23 $ 68
Cost of sale: $ - $ - $ - $ 19
Selling, general and administrative expenses 10 13 23 49

$ 10 $ 13 $ 23 $ 68

Severance and other benefits include the chargesiased with employees who were separated fronCtdmpany. In the current fiscal year,
39 employees have been separated from the Com&inge inception, a total of 929 employees have lseparated from the Company as a
result of these initiatives.

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

The following balances have been recorded in adcexpenses and other liabilities on the Consol@ti@endensed Balance Sheets (In
millions):

Severance anc
Other Benefits

May 31, 2010 reserve balan $ =
Charges 2
Cash payments (2

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

May 31, 2011 reserve balance $ -

Additionally, as a part of the Company’s Customenttic Retailing (CCR) initiative, it is modifyintipe store format to enhance category
layouts and adjacencies, shelf heights and sigesJiand brand and private brand assortmentd, &hioh are designed to positively impact
shopper experience and increase customer frequertpurchase size. The Company expects this fosilidie rolled out to over 5,500
existing stores. At May 31, 2011, in total, then@xany has converted 3,301 stores and opened 475toe¥s with the CCR format. The
Company expects to convert approximately 1,80Cestand open approximately 60 new stores with thR @@mat in the remaining months of
fiscal 2011. For the remaining remodels, the Campaxpects the average total cost, which includés belling, general and administrative
expenses and capital, to be approximately $45 #raliper store. For the three months ended Mag@®ll1, the Company incurred $46 million
in total program costs, of which $33 million wasluded in selling, general and administrative exggsrand $13 million in capital costs. For
the nine months ended May 31, 2011, the Companytied $63 million in total program costs, of whi&#3 million was included in selling,
general and administrative expenses and $20 milli@apital costs. In the prior year’s quarteg @ompany incurred $29 million in total
program costs, of which $20 million was includedélling, general and administrative expenses &nahilion in capital costs. In the prior
yea''s nine month period, the Company incurred $41iomilin total program costs, of which $28 million svacluded in selling, general and
administrative expenses and $13 million in capitats.

Note 3. Inventories

Inventories are valued on a lower of last-in, fost (LIFO) cost or market basis. At May 31, 20ALgust 31, 2010 and May 31, 2010,
inventories would have been greater by $1,527 oniJl61,379 million and $1,318 million, respectivafithey had been valued on a lower of
first-in, first-out (FIFO) cost or market basisIFHO inventory costs can only be determined annuahgn inflation rates and inventory levels
are finalized; therefore, LIFO inventory costs iftterim financial statements are estimated. Invgnitoecludes product costs, inbound freight,
warehousing costs and vendor allowances not indladea reduction of advertising expense.

Note 4. Future Costs Related to Closed Locations

The Company provides for future costs related ¢gedl locations. The liability is based on the @nésalue of future rent obligations and ot
related costs (net of estimated sublease renlietdirst lease option date. During the three @nd month periods ended May 31, 2011, the
Company recorded charges of $5 million and $42ionij/lrespectively, for facilities that were closmdrelocated under long-term leases. This
compares to $11 million and $35 million, respedsivéor the three and nine month periods ended Bthy2010. These charges are reported in
selling, general and administrative expenses oiCtresolidated Condensed Statement of Earnings.

The changes in reserve for facility closings andteel lease termination charges include the folgain millions):
May 31, August3l, May 31,
2011 2010 2010

Balance- beginning of periot $ 151 $ 99 3 99




Provision for present value of non-cancellabledeas

payments of closed faciliti 38 77 27
Assumptions about future sublease income, ternuinatand changes
interest rate (13 9 9
Interest accretio 17 22 17
Cash payments, net of sublease inci (45) (45) 32
Reserve acquired through acquisition - 7 7
Balance- end of perioc $ 14¢ $ 151 $ 10¢

Note 5. Employee Retirement Plan

The principal retirement plan for employees is\Walgreen Profit-Sharing Retirement Trust to whicthothe 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 theretion of the Board of Directors. The profit-sharprovision was $83 million for the
quarter and $271 million for the nine month perd@011 compared to $72 million and $235 millioespectively, in the same periods last
year. The Compar's contributions, which are made annually in theedauarter, were $322 million during the nine noperiod ended Ma
31, 2011. This compares to $293 million for thimpyear.

Note 6. Stock Based Compensation

The Company granted 334,344 and 8,632,845 stoétrgptinder the Walgreen Co. Executive Stock Opfitam and the Walgreen Co. Stock
Purchase/Option Plan (Share Walgreens) for thetguand nine month periods ended May 31, 2011 ecdiyqely. This compares to 119,620
and 7,546,259 stock options granted in the quartdrnine month periods last year under the pldiogal stock-based compensation expense
was $21 million for the quarter and $67 million fbe nine month period ended May 31, 2011 compr&20 million and $64 million,
respectively, for the same periods last year.cboedance with Accounting Standards Codificatiohn§C”) Topic 718 Compensation — Stock
Compensation, compensation expense is recognizadstraight-line basis over the employee's vegigripd or to the employee's retirement
eligible date, if earlier. There was no fully rgoized retiree eligible expense recorded in thetguand $5 million recorded for the nine ma
period ended May 31, 2011. This compares to rg fatognized retiree eligible expense for the tpraand $6 million for the nine month
period ended May 31, 2010. Compensation expemgddajuarter and nine month periods may not beesgmtative of compensation expense
for the entire fiscal year. There were no matergnges in the assumptions used to compute comgamexpense during the current quarter.

The Company granted 51,238 and 834,582 restrittet sinits under the Walgreen Co. Restricted Stdeit Award Program for the quarter
and nine month period ended May 31, 2011, compard®,752 and 700,187 restricted stock units irstirae periods last year. Dividends
issued under the program, paid in the form of aololil restricted stock units, totaled 7,542 uritsthe quarter and 24,619 units for the nine
month period ended May 31, 2011 versus 4,642 anits12,619 units in the same periods last yeae Qdmpany also granted 24,665 and
831,456 performance shares under the Walgreen&fmrhance Share Program for the quarter and norghmperiod ended May 31, 2011
versus 9,759 and 629,082 shares in the same pasibgear. In accordance with ASC Topic 718, canspéion expense is recognized on a
straight line basis based on a three year cliffingschedule for the Restricted Stock Unit AwarddgPam and straight line over a three year
performance period for the Performance Share Pnogieor the quarter and nine month period ended 8132011, the Company recognized
$14 million and $34 million of expense relatedtiede plans, respectively. In the same periodyé&sst the Company recognized $6 million
and $16 million of expense.

Note 7. Earnings Per Share

The dilutive effect of outstanding stock optionsearnings per share is calculated using the trgatack method. Stock options are anti-
dilutive and excluded from the earnings per shateutation if the exercise price exceeds the aweragrket price of the common shares for
periods presented. At May 31, 2011 and 2010, andéhg options to purchase common shares of 1M8@&nd 25,196,994, respectively,
were excluded from the year to date earnings pamestalculation because they were anti-dilutive.

Note 8. Post Employment Benefits

The Company provides certain health insurance lisrfef retired employees who meet eligibility régments, including age, years of service

and date of hire. The costs of these benefitaecaued over the service life of the employee. Chmpany's postretirement health benefit plan
is not funded.

Three Months Ended May  Nine Months Ended May

31, 31,
Components of Net Periodic Benefit Costs (In milky 2011 2010 2011 2010
Service cos $ 4 $ 3 % 11 $ 9
Interest cos 5 5 16 15
Amortization of actuarial los 4 2 11 6
Amortization of prior service cost (2) (3 (7) (9)
Total postretirement benefit cost $ 11 $ 7 % 31 $ 21

Note 9. Debt

Shor-term borrowings and loi-term debt consist of the following at May 31, 20Alugust 31, 2010 and May 31, 2010 (In millior



May 31, August 31, May 31,

2011 2010 2010

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

equipment; various interest rates from 5.00% t&%;7various maturities

from 2015 to 203! $ 8 $ 7 $ 4
Other 3 5 5
Total shor-term borrowings $ 11 % 12 $ 9
Long-Term Debi-
4.875% unsecured notes due 2013 net of unamordizedunt and interest rate

swap fair market value adjustment (see Note $ 1,341 $ 1,34¢ $ 1,31¢
5.250% unsecured notes due 2019 net of unamoizedunt anc

interest rate swap fair market value adjustnigee Note 11 997 99t 99t
Loans assumed through the purchase of land, bggdamd equipment; variol

interest rates from 5.00% to 8.75%; various maasgitrom 2015 to 2035 54 53 50

2,39: 2,39¢ 2,36:

Less current maturitie (8) (7 (4
Total-long term debt $ 2,38 3 2,38¢ $ 2,35¢

On July 17, 2008, the Company issued notes tot$ing00 million bearing an interest rate of 4.875&d semiannually in arrears on
February 1 and August 1 of each year, beginningebruary 1, 2009. The notes will mature on Augu&013. The Company may redeem the
notes, at any time in whole or from time to timepart, at its option at a redemption price equahtogreater of: (1) 100% of the principal
amount of the notes to be redeemed; or (2) thedfuthe present values of the remaining schedulgthpats of principal and interest,
discounted to the date of redemption on a semidrirasis at the Treasury Rate, plus 30 basis pgihis,accrued interest on the notes to be
redeemed to, but excluding, the date of redemptiba.change of control triggering event occurdess the Company has exercised its option
to redeem the notes, it will be required to offerépurchase the notes at a purchase price equ@llé of the principal amount of the notes
plus accrued and unpaid interest to the date @fm@dion. The notes are unsecured senior debtatlaits and rank equally with all other
unsecured senior indebtedness of the Company. dties are not convertible or exchangeable. Togalkisce costs relating to this offering
were $9 million, which included $8 million in undeniting fees. The fair value of the notes as ofy\4, 2011, August 31, 2010 and May 31,
2010 was $1,411 million, $1,446 million and $1,48#ion, respectively. Fair value for these notes was determined based gpoted mark
prices.

On January 13, 2009, the Company issued notesnigptdl, 000 million bearing an interest rate of 3@2paid semiannually in arrears on
January 15 and July 15 of each year, beginningugnl®, 2009. The notes will mature on January2l,9. The Company may redeem the
notes, at any time in whole or from time to timepart, at its option at a redemption price equahtogreater of: (1) 100% of the principal
amount of the notes to be redeemed; or (2) thedfuthe present values of the remaining schedulgdhpats of principal and interest thereon,
discounted to the date of redemption on a semidrrasis at the Treasury Rate, plus 45 basis pgihis,accrued interest on the notes to be
redeemed to, but excluding, the date of redemptiba.change of control triggering event occurdess the Company has exercised its option
to redeem the notes, it will be required to offerépurchase the notes at a purchase price equ@llé of the principal amount of the notes
plus accrued and unpaid interest to the date @fm@dion. The notes are unsecured senior debtatlaits and rank equally with all other
unsecured senior indebtedness of the Company. dties are not convertible or exchangeable. Totalkisce costs relating to this offering
were $8 million, which included $7 million in undeniting fees. The fair value of the notes as ofy\84, 2011, August 31, 2010 and May 31,
2010 was $1,124 million, $1,167 million and $1,Tilion, respectively. Fair value for these notess determined based upon quoted market
prices.

The Company has had no activity or outstandingrizas in its commercial paper program since therskqoarter of fiscal 2009. In
connection with the commercial paper program, tbemfany maintains two unsecured backup syndicated bf credit that total $1,100
million. The first $500 million facility expiresroJuly 20, 2011, and allows for the issuance ofoup250 million in letters of credit, which
reduces the amount available for borrowing. Tlewsd $600 million facility expires on August 12,1220 The Company’s ability to access
these facilities is subject to compliance with tlens and conditions of the credit facilities, imihg financial covenants. The covenants
require the Company to maintain certain financdios related to minimum net worth and priority Jetbong with limitations on the sale of
assets and purchases of investments. At May 311,28e Company was in compliance with all suchec@ants. The Company pays a facility
fee to the financing banks to keep these lineseditactive. At May 31, 2011, there were no lettef credit issued against these credit
facilities and the Company does not anticipatefatyre letters of credit to be issued against tliasiities.

Note 10. Goodwill and Intangible Assets

Changes in the carrying amount of goodwill congfghe following activity (In millions):

Net book value June 1, 201!

Goodwill $1,90¢

Accumulated impairment losses (12
Total 1,89¢
Acquisitions

Impairment charge (16)



Other 9
Net book value August 31, 201! 1,887
Acquisitions 39
Other (28
Net book value May 31, 2011 $1,89¢

Other primarily represents immaterial purchase asting adjustments for the Company’s acquisitions.
The carrying amount and accumulated amortizatiantahgible assets consists of the following (Ilions):

May 31, August3l, May 31,

2011 2010 2010
Gross Intangible Asse
Purchased prescription fil $ 80¢ $ 74¢ $ 78t
Favorable lease intere 38¢€ 377 373
Purchasing and payer contre 303 28C 28¢
Nor-compete agreemer 89 69 67
Trade nam 44 44 72
Other amortizable intangible ass 4 34 5
Total gross intangible assets 1,63¢ 1,65¢ 1,59(
Accumulated amortizatio
Purchased prescription fil (325) (293) (264)
Favorable lease intere (67) (398) (30)
Purchasing and payer contre (88) (68) (64)
Nor-compete agreemer (42) (33 (30)
Trade nam 9 3 ()]
Other amortizable intangibl: 2 (4) (2)
Total accumulated amortization (532) (43€) (407)
Total intangible assets, n $ 1,102 $ 1,112 $ 1,18:

Amortization expense for intangible assets was $hblon and $129 million for the nine month periedded May 31, 2011 and 2010,
respectively. The estimated annual amortizatiqreage related to intangible assets is as followsnfllions):

2011 2012 2013 2014 2015
$ 20z % 192 ¢ 167 $ 13t $ 104

Note 11. Derivatives

The Company uses derivative instruments to martagetérest rate exposure associated with somis &iked-rate borrowings. The Company
does not use derivative instruments for tradingp@culative purposes. All derivative instrumemesracognized in the consolidated condensed
balance sheets at fair value. The Company desigmaterest rate swaps as fair value hedges af-fiage borrowings. For derivatives
designated as fair value hedges, the change ifaithealue of both the derivative instrument and tiedged item are recognized in earnings in
the current period. At the inception of a hedgasaction, the Company formally documents the heelgéionship and the risk management
objective for undertaking the hedge. In additib@ssesses both at inception of the hedge and engoing basis, whether the derivative in the
hedging transaction has been highly effective faaifing changes in fair value of the hedged itewh @hether the derivative is expected to
continue to be highly effective. The impact of angffectiveness is recognized currently in earaing

Counterparties to derivative financial instrumestpose the Company to credit-related losses ievbat of nonperformance, but the Company
regularly monitors the creditworthiness of eachnterparty.

Fair Value Hedge:

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

In May 2011, the Company entered into interest sateps with two counterparties converting $250iamllof its 5.25% fixed rate notes to a
floating interest rate based on the six month LIBi@Rrrears plus a constant spread. The swapration date coincides with the notes
maturity date, January 15, 2019.

The notional amounts of derivative instruments t@nding as of May 31, 2011, August 31, 2010 and Bhy2010 were as follows (In
millions):

Notional Amount
May 31, August 31, May 31,
2011 2010 2010

Derivatives designated as hedg



Interest rate swaj $ 1,55C $ 1,30C $ 1,30¢

The changes in fair value of the notes attributadlihe hedged risk are included in long-term debthe Consolidated Condensed Balance
Sheets (see Note 9) and amortized through matufityMay 31, 2011, August 31, 2010 and May 31, 2athé Company had net unamortized
fair value changes of $45 million, $51 million a2l million, respectively.

The fair value and balance sheet presentationrdfatve instruments at May 31, 2011, August 3112@nd May 31, 2010, were as follows
millions):

Location in Consolidated May 31, August31. May 31,
Condensed Balance Sheet 2011 2010 2010
Asset derivatives designated as
hedges
Interest rate swaj Other nol-current assel $ 46 $ 44 3 12

Gains and losses relating to the ineffectivenesh@fCompany’s derivative instruments are recordedterest expense on the Consolidated
Condensed Statement of Earnings. The Companydeddncome of $1 million in the current quarter &ldmillion of expense for the nine
month period ended May 31, 2011. This comparé tmillion of income for the quarter and nine mopériods last year.

Note 12. Fair Value Measurements

The Company measures its assets and liabilitiaséordance with ASC Topic 820 Fair Value Measurdmand Disclosures. ASC Topic 820
defines fair value as the price that would be negbfor an asset or paid to transfer a liabilitamorderly transaction between market
participants on the measurement date. In additi@stablishes a fair value hierarchy that pripeis observable and unobservable inputs us
measure fair value into three broad levels:

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

Level 2-Observable inputs other than quoted prices in actiarkets

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

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

May 31, 201: Level 1 Level 2 Level g

Assets:
Money market func $ 138: $ 1,38 % - $ -
Interest rate swa 46 - 46 -
August 31, 201 Level 1 Level 2 Level g

Assets:
Money market fund $ 1,03C $ 1,03C $ - $ -
Interest rate sway 44 - 44 -
May 31, 201( Level 1 Level 2 Level 3

Assets:
Money market fund $ 1,198 $ 1,19t $ - $ =
Interest rate swa 12 - 12 -

Interest rate swaps are valued using the six molB®R in arrears. See Note 11 for additional disdres regarding financial instruments.
Assets measured at fair value on a non-recurrisglveere as follows (In millions):

August 31, 201 Level 1 Level 2 Level g

Assets:
Goodwill $ 3 3 - $ - $ 3

The Company reports its debt instruments undegtiigance of ASC Topic 825 Financial Instrumentsiclwlrequires disclosure of the fair
value of the Company'’s debt in the footnotes todtesolidated condensed financial statements.

Note 13. Legal Proceedings and Guarantees

The Company is involved in legal proceedings, idiig that described below, and is subject to irgasbns, inspections, audits, inquiries and
similar actions by governmental authorities, agsimthe normal course of the Company’s busingdgough the outcome of these legal
proceedings and other matters cannot be forec#stoeitainty, management believes the final digysbf these matters will not have a
material adverse effect on the Company’s businessmsolidated financial position.

On August 31, 2009, a Walgreen Co. shareholder ddpae Himmel filed a lawsuit, purportedly on then@many' s behalf, against sevel



current and former officers and directors (eacHliadividual Defendant”). The case is captiortdiinmel v. Wasson, et. and was filed in th
Circuit Court of Lake County, lllinois. Himmellages that the Company’s management: (i) knew,as rgckless in not knowing, that selling,
general and administrative expenses in the fourtiitgr of 2007 were too high, in light of decreapedfits from generic drug sales; (ii) knew,
or was reckless in not knowing, that the Companyldaot realize gross profits near what many Wa& analysts were predicting; and (iii)
the directors and officers had a duty both to pnéttee drop in gross profits and to disclose theeeked drop to the public and failed to do
either. The Company’s investigation to date sutggt the allegations are without merit, and thatindividual Defendants acted in good
faith, exercised prudent business judgment andiacta manner that they reasonably believed tallbd Company’s best interests during the
period at issue. The Company intends to vigorooshtest the allegations.

The Company previously guaranteed a credit agreearebehalf of SureScripts-RxHub, LLC, which prosgdelectronic prescription data
services. The guarantee arose as a result ofiagssslecision between parties to ensure thatgbetions of SureScripts-RxHub, LLC would
have additional support to access financing. Tdiglity was $10 million at August 31, 2010 and M2d;, 2010. In the third quarter of the
current fiscal year, the Company was fully releasenh its guarantee obligation.

Note 14. Business Acquisitions

On April 9, 2010, the Company completed the stamkussition of Duane Reade Holdings, Inc., and Dudeade Shareholders, LLC (Duane
Reade), which consisted of 258 Duane Reade stocageld in the New York City metropolitan area, &l &s the corporate office and two
distribution centers. Total purchase price wad$4 million, which included the assumption of debtcluded in the purchase price is a fair
market value adjustment to increase debt assum&8bynillion. This acquisition increased the Compa presence in the New York
metropolitan area.

The allocation of the purchase price of Duane Reeaeaccounted for under the purchase method olatiog in accordance with ASC Topic
805 Business Combinations. Goodwill, none of wh&cteductible for tax purposes, and other intaegissets recorded in connection with the
acquisition totaled $401 million and $445 milliorspectively. Goodwill consists of expected pusitg synergies, consolidation of operati
and reductions in selling, general and administeagixpenses. Intangible assets consist of $30®mdf favorable lease interests (10 year
weighted average useful life), $75 million in custr relationships (10 year useful life), $38 millim trade name (5 year useful life) and $29
million in other intangible assets (10 year uséfa).

Assets acquired and liabilities assumed in thestration were recorded at their acquisition datevi@ues while transaction costs associated
with the acquisition were expensed as incurrede Tompany'’s allocation was based on an evaluafitimoappropriate fair values and
represented management’s best estimate based itabsvdata. Final purchase accounting was coraglet the first quarter of fiscal

2011. There were no material adjustments to teknpinary purchase price allocation. The final faalues of assets acquired and liabilities
assumed on April 9, 2010, are as follows (in milky

Accounts receivabl $ 52
Inventory 22¢
Other current asse 99
Property and equipme 21¢
Other nor-current assel 3
Intangible asset 44k
Goodwill 401
Total assets acquire 1,447
Liabilities assume: 31¢&
Debt assumed 574
Net cash pail $ 56C

The fair values of goodwill and intangible asseisogiated with the acquisition of Duane Reade wetermined to be Level 3 measurements
under the fair value hierarchy. Intangible assdti®s were estimated based on future cash flowsastomer attrition rates discounted usin
estimated weighted average cost of capital.

The Company assumed federal net operating lossk23@f million and state net operating losses ofl§®élion, both of which begin to expire
in 2018, in conjunction with the Duane Reade adtjois

For the three and nine month periods ended Ma2@11, the Company incurred $8 million and $28 wiillirespectively, in costs related to
acquisition, all of which was included in selliggneral and administrative expenses. Actual redutn Duane Reade operations are included
in the Consolidated Condensed Statements of Earisdollows (in millions, except per share amoynts

Three Months Nine Months
Ended Ended
May 31, 2011 May 31, 2011
Net sales $ 484 $ 1,397
Net income (loss - (12
Net earnings per common sha
Basic $ 0.0C $ (0.01
Diluted $ 0.0C $ (0.0

The aggregate purchase price of all business dadgible asset acquisitions was $182 million fa tine months ended May 31, 2011. These
acquisitions added $39 million to goodwill and $188lion to intangible assets, primarily prescrgtifiles. The remaining fair value relates



immaterial amounts of tangible assets, less liddsliassumed. Operating results of the businesspsred have been included in the
Consolidated Condensed Statements of Earningstfiemrespective acquisition dates forward. Pronforesults of the Company, assuming
all of the acquisitions had occurred at the begigrif each period presented, would not be matgritifferent from the results reported.

Note 15. Depreciation and Amortization

The Company has recorded the following depreciadioh amortization expense in the Consolidated Quste Statements of Earnings (In
millions):

Three Months Ended  Nine Months Ended

May 31, May 31,

2011 2010 2011 2010
Depreciation expens $ 194 $ 20C $ 60z $ 60E
Intangible asset amortizatic 54 52 152 12¢
System development costs amortization 21 11 44 34
Total depreciation and amortization expense $ 26€ $ 262 $ 79¢ 3 76¢

Note 16. Supplemental Cash Flow Disclosures

Cash interest paid for the nine month period eriday 31, 2011 was $47 million compared to $46 millio the prior year’s nine month
period. Cash paid for income taxes was $1,003anitkind $896 million for the nine months ended Nay 2011 and 2010, respectively.

Note 17. Subsequent Events

On June 3, 2011, the Company completed its acounisiff drugstore.com, inc. (drugstore.com) in eahdaansaction totaling $421 million
including the assumption of $17 million of debtheTaddition of drugstore.com's online businesssacits health, personal care, beauty and
vision categories better positions the Companyeasrtost convenient multi-channel retailer of heatild daily living needs in America.

On June 13, 2011, the Company completed the sdig jpiarmacy benefit management business, Walghdealth Initiatives, Inc. (WHI), to
Catalyst Health Solutions, Inc. in a cash transachbr $525 million. The Company anticipates relog a pre-tax gain in the fourth fiscal
quarter in the range of $430 million to $480 mitlion the transaction.

Note 18. Recent Accounting Pronouncements

In August 2010, the Financial Accounting Standddard (FASB) issued an exposure draft on leaselentic that would require entities to
recognize assets and liabilities arising from lezm@racts on the balance sheet. The proposedesedraft states that lessees and lessors
should apply a “right-of-use modeiti accounting for all leases. Under the proposedeh lessees would recognize an asset for thé tioginse
the leased asset, and a liability for the obligatm make rental payments over the lease term.|eldse term is defined as the longest possible
term that is “more likely than not” to occur. Taecounting by a lessor would reflect its retainegosure to the risks or benefits of the
underlying leased asset. A lessor would recogaiizasset representing its right to receive leagmeats based on the expected term of the
lease. The proposed standard, as currently drafféchave a material impact on the Company’s méga results of operations and financial
position. The impact of this exposure draft is4wash in nature and will not affect the Companystcposition.

In April 2011, the FASB issued a proposed Accounftandards Update (ASU), “Intangibles — Goodwilll ©ther (Topic 350): Testing
Goodwill for Impairment” which is intended to sinifglhow an entity is required to test goodwill ianpairment. This ASU would allow an
entity to first assess qualitative factors to deiae whether it is necessary to perform the twp-sigantitative goodwill impairment test. Under
the proposed ASU, an entity would not be requicedaiculate the fair value of a reporting unit wsl¢he entity determines, based on a
gualitative assessment, that it is more likely thahthat its fair value is less than its carryargount. The proposed ASU includes a number of
factors to consider in conducting the qualitatiseessment. The proposed ASU would be effectivarfaual and interim goodwill impairment
tests performed for fiscal years beginning aftecéeber 15, 2011. Early adoption would be permiffde proposed standard is not expected
to have a material impact on the Company’s reparedits of operations and financial position.

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

The following discussion and analysis of our finahcondition and results of operations should bad together with the financial statements
and the related notes included elsewhere hereincamaonsolidated financial statements, accompapnyotes and Management’s Discussion
and Analysis of Financial Condition and Result©Oglerations contained in our Annual Report on Foi@aKLfor the year ended August 31,
2010. This discussion contains forward-lookirafestnents that involve risks and uncertainties. &atual results may differ materially from
those discussed in forward-looking statements.dradhat might cause a difference include, butraselimited to, those discussed under
“Cautionary Note Regarding Forward-Looking Statensrbelow and in Iltem 1A (Risk Factors) in our Amh&eport on Form 10-K for the
year ended August 31, 2010 and our Quarterly Repoftorm 1(-Q for the quarter ended November 30, 2010.

INTRODUCTION

Walgreens is principally a retail drugstore chéiattsells prescription and non-prescription drugs general merchandise. General
merchandise includes, among other things, housetewits, convenience foods, personal care, beaugy candy, photofinishing and seasonal
items. Customers can have prescriptions fillektail pharmacies as well as through the mail, arslomers may also place orders by
telephone and via the Internet. At May 31, 2014 operated 8,171 locations in 50 states, the DisifiColumbia, Guam and Pue



Rico. Total locations do not include 360 Take Cdirics that are operated within other Walgreerntsations.

Number of Locations

Location Type May 31, 201: May 31, 201(
Drugstores 7,71¢ 7,52z
Worksite Facilities 362 37¢€
Home Care Facilitie 83 103
Specialty Pharmacie 9 14
Mail Service Facilities 2 2
Total 8,171 8,01¢

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

The Company’s sales, gross profit margin and gposft dollars are impacted by, among other thirggh the percentage of prescriptions that
we fill that are generic and the rate at which m@meric versions are introduced to the marketgelmeral, generic versions of drugs generate
lower total sales dollars per prescription, buthleiggross profit margins and gross profit dollasscompared with patent-protected brand name
drugs. The positive impact on gross profit margind gross profit dollars has been significanhimfirst several months after a generic ver:

of a drug is first allowed to compete with the ldad version, which is generally referred to asendggic conversion." In any given year, the
number of major brand name drugs that undergo aersion from branded to generic status can increagecrease, which can have a
significant impact on our sales, gross profit masgand gross profit dollars. And, because any murabfactors outside of the Company’s
control or ability to foresee can affect timing fogeneric conversion, we face substantial unceytén predicting when such conversions will
occur and what effect they will have on particdlgure periods.

The long-term outlook for prescription utilizatisstrong due in part to the aging population,itieeeasing utilization of generic drugs, the
continued development of innovative drugs that imwprquality of life and control health care costsd the expansion of health care insurance
coverage under the Patient Protection and Afforl@lalre Act signed into law in 2010 (the ACA). TA@A seeks to reduce federal spending
by altering the Medicaid reimbursement formula (AM& multi-source drugs, and when implementea@xigected to reduce Medicaid
reimbursements. State Medicaid programs are aisected to continue to seek reductions in reimbuesgs independent of AMP. In additi
the Company continuously faces reimbursement preseam pharmacy benefit management (PBM) compahiealth maintenance
organizations, managed care organizations and ottremercial third party payers, and the Compangteements with these payers are
regularly subject to expiration, termination oregotiation.

On June 21, 2011, Walgreens announced that iaimnpig not to be a part of Express Scripts, Iq@harmacy provider network effective
January 1, 2012, as negotiations on a contractvaeave been unsuccessful. If a contract renewabt reached, beginning next calendar
year, Express Scrif’ network would no longer include Walgreens morartt7,700 pharmacies nationwide. We estimate tkateSs Scripts,

in its capacity as a pharmacy benefits managecgsses approximately 90 million prescriptions Hratexpected to be filled by Walgreens in
fiscal 2011, representing approximately $5.3 hillio annual sales. This development is expectediversely affect our net sales, net income
and cash flows in fiscal 2012. We intend to motkethe impact of this development on our consodiddinancial results by seeking to retain
business from Express Scripts’ clients (consistetit their contractual obligations to Express Sisjipexpand our business with other payers
and customers, and implement cost saving initiativ@ver time, we believe employers and otherswalht plans with Walgreens in the
network.

Total front-end sales have grown due to acquirerbstand new store openings, as well as sales igagxésting stores. Front-end sales have
increased in the non-prescription drugs, persoard, convenience foods, beer and wine and beatagmdes.

To support our growth, we are investing in primegliions, technology and customer service initigtivé/e are focused on retail organic
growth; however, consideration is given to retaifl @ther acquisitions that provide unique oppottesiand fit our business objectives, such as
our acquisitions of drugstore.com, which enhanaadoaline presence and Duane Reade, which consi§@a8 Duane Reade stores located in
the New York City metropolitan area, as well as¢beporate office and two distribution centers.

RESTRUCTURING CHARGES

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

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

Three Months Ended Nine Months Ended

May 31, May 31,
2011 2010 2011 2010
Severance and other bene $ - 3 3 3 2 % 15
Inventory charge - - - 19
Restructuring expen: - 3 2 34
Consulting 10 1C 21 34




Restructuring and restructuring related expsns $ 10 $ 13 ¢ 23 § 68

Cost of sale: $ - $ - $ - 9 19
Selling, general and administrative exper 10 13 23 49
$ 10 $ 13 ¢ 23 $ 68

Severance and other benefits include the chargesiased with employees who were separated fronCtdmpany. In the current fiscal year,
39 employees have been separated from the Com&inge inception, a total of 929 employees have lseparated from the Company as a
result of these initiatives.

Inventory charges relate to on-hand inventory ket been reduced from cost to a selling price betmst. In addition, as a part of our
restructuring efforts, we sold an incremental amafiinventory below traditional retail prices. &Wdilutive effect of these sales on gross profit
for the three and nine month periods ended May811 was $1 million and $2 million, respectiveljhis compares to gross profit dilution of
$4 million and $19 million in the quarter and nmenth periods ended May 31, 2010, respectively.

We incurred pre-tax costs of $11 million ($10 naifliof restructuring and restructuring related esgsnand $1 million of gross profit dilution)
in the three month period ending May 31, 2011 a2l illion ($23 million of restructuring and restturing related expenses, and $2 million
of gross profit dilution) for the nine month periedded May 31, 2011. Since inception, we haveriedu$383 million in total costs ($328
million of restructuring and restructuring rela&xpenses, and $55 million of gross profit dilutiohye anticipate approximately $15 million of
pre-tax restructuring and restructuring relatedemges and gross profit dilution in the remainingthe of fiscal 2011.

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

Severance and Othe

Benefits
May 31, 2010 reserve balan $ =
Charges 2
Cash payment (2
August 31, 2010 reserve balar -
Charges 2
Cash payment (2)
May 31, 2011 reserve balan $ -

We have realized incremental savings related t&R#agiring for Growth program of approximately $74lion in the current quarter and $291
million for the nine month period ended May 31, 208Selling, general and administrative expensalized incremental savings of $62 milli
and $260 million in the quarter and nine monthgetended May 31, 2011, respectively, while costadés benefited by $12 million and $31
million in the same periods. We have realizedltea®ings related to Rewiring for Growth of approgitely $1,012 million compared to our
base year of fiscal 2008. Selling, general andiaidinative expenses realized total savings of $®dlion, while cost of sales benefited by
approximately $111 million. The savings are priifiyethe result of reduced store labor and personegiictions and expense reduction
initiatives.

Additionally, as a part of the Company’s Customentic Retailing (CCR) initiative, we are modifyitige store format to enhance category
layouts and adjacencies, shelf heights and sigesJiand brand and private brand assortmentd, &hioh are designed to positively impact
shopper experience and increase customer freq@mtpurchase size. We expect this format willddled out to over 5,500 existing

stores. At May 31, 2011, in total, we have core@id,301 stores and opened 475 new stores witB@feformat. We expect to convert
approximately 1,800 stores and open approximat@lgesv stores with the CCR format in the remainiranths of fiscal 2011. For the
remaining remodels, we expect the average tota) eddéch includes both selling, general and adntiats/e expenses and capital, to be
approximately $45 thousand per store. For theethtenths ended May 31, 2011, we incurred $46 miliiototal program costs, of which $33
million was included in selling, general and adrsirative expenses and $13 million in capital cotsr the nine months ended May 31, 2011,
we incurred $63 million in total program costsydfich $43 million was included in selling, geneaald administrative expenses and $20
million in capital costs. In the prior year’s gteatr the company incurred $29 million in total praq costs, of which $20 million was included
in selling, general and administrative expenses$hnhillion in capital costs. In the prior yearime month period, we incurred $41 million in
total program costs, of which $28 million was irddul in selling, general and administrative expeases$13 million in capital costs.

OPERATING STATISTICS

Percentage Increases/(Decrease
Three Months Ended Nine Months Ended

May 31, May 31,
2011 2010 2011 2010
Net Sales 6.8 6.1 7.3 6.1
Net Earnings 30.3 (11.9 18.€ 3.2
Comparable Drugstore Sal 4.1 0.7 3.C 1.7
Prescription Sale 6.4 5.7 6.5 6.2
Comparable Drugstore Prescription S¢ 4.1 1.C 3.C 2.t

Fron-End Sale 7.6 6.C 8.7 6.C



Comparable Drugstore Fr-End Sale: 3.9 0.1 2.9 0.3
Gross Profil 8.5 6.5 8.7 6.8
Selling, General and Administrative Expen 7.2 8.€ 7.4 7.C

Percent to Net Sale!
Three Months Ended Nine Months Ended

May 31, May 31,
2011 2010 2011 2010
Gross Margir 28.1 27.€ 28.4 28.1
Selling, General and Administrative Expen 22.¢ 22.¢ 22.7 2270

Other Statistics
Three Months Ended Nine Months Ended

May 31, May 31,
2011 2010 2011 2010
Prescription Sales as a % of Net Si 65.1 65.4 64.5 64.¢
Third Party Sales as a % of Total Prescription € 95.¢ 95.7 95.k 95.2
Total Number of Prescriptions (in million 183 177 54k 52z
30 Day Equivalent Prescriptions (in millions 21C 19¢ 617 582
Total Number of Location 8,171 8,01¢

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

RESULTS OF OPERATIONS

Net earnings for the third quarter ended May 31,12@ere $603 million or $.65 per diluted share.is™as a 30.3% increase over the si
quarter last year. The net earnings increasecimtfarter was primarily attributable to higher sajeowth, improved gross margins and a lower
effective tax rate, partially offset by higher g&ll, general and administrative expenses as amage of sales. We recorded pre-tax Rewiring
for Growth expenses of $11 million ($10 millionmstructuring and restructuring related expensdsfarmillion in margin dilution), $7

million after tax, or $.01 per diluted share in therent quarter compared to pre-tax expensesdfiillion ($13 million of restructuring and
restructuring related expenses and $4 million imgimedilution), $11 million after tax, or $.01 pdiluted share in the prior year. Duane Reade
operations were breakeven in the current quarsecpepared to the prior year where Duane Readeatipes recorded a pre-tax loss of $30
million, $19 million after tax or $.02 per dilutesthare, including costs associated with the acduisitLast year’s third quarter tax provision
also included the negative impact of $.04 per dduthare from the elimination of the tax benefittfee Medicare Part D subsidy for retiree
benefits that was the result of the enactment@Ptient Protection and Affordable Care Act.

For the nine month period ended May 31, 2011, aetirgs increased 18.6% to $1,922 million or $2087 diluted share. The net earnings
increase for the nine month period was primarityitadtable to higher sales growth, improved grossgins and a lower effective tax rate. Pre-
tax Rewiring for Growth expenses for the nine mquehiod ended May 31, 2011 were $25 million ($28iam of restructuring and

restructuring related expenses and $2 million imgimedilution), $16 million after tax, or $.02 pdiluted share. This compares to pre-tax
expenses of $87 million ($68 million of restruchgiand restructuring related expenses and $1%milti margin dilution), $55 million after

tax, or $.06 per diluted share in the prior yegesiod. Duane Reade, including costs associat#dthe acquisition, recorded a pre-tax loss of
$19 million, $12 million after tax, or $.01 peruliéd share for the nine month period ended May811. Duane Reade recorded afaveloss

of $36 million, $23 million after tax, or $.02 peiluted share for the nine months ended May 3102Qlast year’s nine month period tax
provision also included the negative impact of $@4 diluted share from the elimination of the leexefit for the Medicare Part D subsidy for
retiree benefits that was the result of the enactrobthe Patient Protection and Affordable Caré. Ac

Net sales for the quarter ended May 31, 2011 iseéy 6.8% to $18,371 million. The acquisitiorDafane Reade increased total sale

1.1% in the current quarter. Drugstore sales as®e resulted from sales gains in existing stardsadded sales from new stores, each of v
include an indeterminate amount of market-drivadngpchanges. Sales in comparable drugstores vpefel®o in the current quarter and 3.0%
for the nine month period ended May 31, 2011. Camaple drugstores are defined as those that haredpen for at least twelve consecutive
months without closure for seven or more conseeudays and without a major remodel or a naturalstiés in the past twelve

months. Remodels associated with our CCR initgatike not considered major and therefore do nettffomparable drugstore

results. Relocated and acquired stores (incluDingne Reade) are not included as comparable dtordee first twelve months after the
relocation or acquisition. We operated 8,171 liocet (7,715 drugstores) as of May 31, 2011, conthtrd,019 locations (7,522 drugstores) a
year earlier

Prescription sales increased by 6.4% for the tipirakter and 6.5% for the first nine months andesgnted 65.1% and 64.5% of total sales,
respectively. The acquisition of Duane Reade m&ed prescription sales by 0.8% in the currenttquand 1.5% for the nine month period.
the prior year, prescription sales increased 5/7%e quarter and 6.2% year to date and represébtd&bo and 64.9% of total

sales. Comparable drugstore prescription sales wg#.1% in the current quarter and 3.0% for the month period. The effect of generic
drugs, which have a lower retail price, replacingra name drugs reduced prescription sales by th@be current quarter and 2.6% for the
first nine months versus 1.9% and 2.2% in the préar’s quarter and nine month periods, respectivelye dffect of generics on total sales
a reduction of 1.2% in the current quarter and 1y8%r to date compared to 1.2% and 1.3% in thetguand nine month periods in the prior
year, respectively. Third party sales, where reimbment is received from managed care organizatibe government, employers or priv



insurers, were 95.8% of prescription sales forgharter and 95.5% for the first nine months comgp&ne95.7% for the quarter and 95.3% for
the first nine months last year. We receive matkien reimbursements from third party payersumber of which typically reset in
January. The total number of prescriptions fifledthe current quarter (including immunizationgssapproximately 183 million compared to
177 million for the same period last year. Prggirns adjusted to 30 day equivalents were 210anilh the current quarter versus 198 mill
in last year’s quarter.

Front-end sales increased 7.6% for the currenttguand 8.7% for the first nine months and wer®®and 35.5% of total sales,
respectively. The acquisition of Duane Reade msed front-end sales by 1.8% in the quarter arfib 305 the nine months. In comparison,
prior year front end sales increased 6.9% and 6d0%he quarter and nine months, respectively,@mdprised 34.6% and 35.1% of total
sales. In addition to the impact of Duane Re#tejncrease in the current quarter’s front-eridsss due in part to new store openings and
improved sales dollars related to convenience foods-prescription drugs, personal care, beautybaed and wine. Comparable drugstore
front-end sales increased 3.9% for the currenttquand increased 2.9% year to date compared toribieyear, which increased 0.1% for the
quarter and 0.3% year to date. The increase irpacable front end sales in the quarter was prigatitibuted to convenience foods, non-
prescription drugs, personal care, beer and widebaauty.

Gross margin as a percent of sales was 28.1% iouttient quarter and 28.4% for the first nine merdbmpared to 27.6% and 28.1% for the
guarter and nine month periods last year, respagtivOverall margins in the quarter were positnvehpacted by higher retail pharmacy
margins where the positive effect of generic dralgs more than offset market driven reimbursemeltent-end margins were also higher in
the current quarter due to non-prescription drugklzeauty. These increases were partially offget bigher provision for LIFO. Gross
margins for the nine month period were positivetypacted by higher front-end margins. Also impagtimargins for the nine month period
were higher retail pharmacy margins where the peséffect of generic drug sales more than offsatk®t driven reimbursements and the first
quarter writedown of flu shot inventory. Additidlya a higher provision for LIFO negatively impadtgross margins.

We use the LIFO method of inventory valuation, whian only be determined annually when inflaticlesand inventory levels are finalized;
therefore, LIFO inventory costs for the interimdirtial statements are estimated. Cost of salésdied a LIFO provision of $50 million and
$148 million for the quarter and nine month peréodied May 31, 2011 versus $18 million and $79 arilth year ago. Our estimated annual
inflation rate for the current year remained ab22 In the prior year’s quarter, the estimateduahimflation rate was reduced from 1.50% to
1.25%. The increase in our estimated annual iofiatate from the prior year is primarily due tghér inflation on non-prescription drugs.

Selling, general and administrative expenses & @ptage of sales were 22.9% for the third quandr22.7% for the first nine months
compared to 22.8% and 22.7% a year ago. As amage of sales, the current quarter increase wamply due to increased corporate costs
partially offset by incremental savings from ouniRéng for Growth initiatives, primarily reducedost payroll and expense.

Interest was a net expense of $18 million in thartgw and $56 million year to date compared to ®#4on and $67 million for the prior
quarter and year to date, respectively. The dsergminterest expense for the three and nine muantiods is primarily attributed to reduced
interest rates associated with our fixed to vagabterest rate swaps. The current ygarterest expense is net of interest which wagalged
to construction projects of $3 million in the quearand $8 million year to date, versus $3 millionthe quarter and $9 million year to date
capitalized last year.

The effective tax rate was 35.4% compared to 42rbhe prior year’s quarter. The prior year's effee tax rate includes a $43 million charge
to deferred taxes for the repeal of the tax befi@fithe Medicare Part D subsidy for retiree besefExcluding this adjustment, the effective
rate for the prior year’s quarter was 37.1%. Therdase in the current year’s effective tax ratescanpared to last year’s adjusted rate is
attributed to favorable tax audit resolutions armbaeficial provision to return adjustment. Fa tine month period, the effective tax rate was
36.8% compared to 38.7% in the prior year. Exelgdhe charge for the Medicare Part D subsidy feftea effective tax rate was 37.0% for
the prior year’s nine month period. We expectaunual effective tax rate for fiscal 2011 to beragpnately 37.0%.

CRITICAL ACCOUNTING POLICIES

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

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

of sales, definite-lived intangibles and incomestaxWe use the following methods to determineestimates:

Goodwill and other intangible asset impairm-

Goodwill and other indefini-lived intangible assets are not amortized, bueaeduated for impairment annually during the fougttarter, c
more frequently if an event occurs or circumstaratemge that would more likely than not reducefélirevalue of a reporting unit below its
carrying value. As part of our impairment analyfsiseach reporting unit, we engage a third paptyraisal firm to assist in the
determination of estimated fair value for each.uiiibis determination includes estimating the ¥ailue using both the income and market
approaches. The income approach requires managéoestimate a number of factors for each repgrtinit, including projected future
operating results, economic projections, anticipditeure cash flows and discount rates. The mafgptoach estimates fair value using
comparable marketplace fair value data from withtomparable industry grouping.

The determination of the fair value of the repaytimits and the allocation of that value to indivatiassets and liabilities within tha



reporting units requires us to make significanineastes and assumptions. These estimates and assashyprimarily include, but are not
limited to: the selection of appropriate peer grecompanies; control premiums appropriate for adtjoiss in the industries in which we
compete; the discount rate; terminal growth rades} forecasts of revenue, operating income, degtieniand amortization and capital
expenditures. The allocation requires severalyaealto determine fair value of assets and ligsliincluding, among other things,
purchased prescription files, customer relatiorshipd trade names. Although we believe our estisnatt fair value are reasonable, actual
financial results could differ from those estimate to the inherent uncertainty involved in maldogh estimates. Changes in assump
concerning future financial results or other ungiag assumptions could have a significant impaceitimer the fair value of the reporting
units, the amount of the goodwill impairment chamgeboth. We also compare the sum of the estidnfatie values of the reporting units to
the Company'’s total value as implied by the maviedtie of the Company’s equity and debt securifiésss comparison indicates that, in
total, our assumptions and estimates are reasonbloleever, future declines in the overall markaie of the Company’s equity and debt
securities may indicate that the fair value of onenore reporting units has declined below itsyiag value.

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

Allowance for doubtful accoun-
The provision for bad debt is based on both $iga@iceivables and historic write-off percentag®¥ge have not made any material changes
to the method of estimating our allowance for déuwk#ccounts during the last three years. Basecuorent knowledge, we do not believe
there is a reasonable likelihood that there wilblraaterial change in the estimates or assumptised to determine the allowance.

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

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

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

Cost of sale-
Drugstore cost of sales is derived based on -of-sale scanning information with an estimate forrdtage and adjusted based on perit
inventory counts. Inventories are valued at thveeloof cost or market determined by the last-irstfut (LIFO) method. We have not me
any material changes to the method of estimatirsg @osales during the last three years. Basexlment knowledge, we do not believe
there is a reasonable likelihood that there wilblraaterial change in the estimates or assumptised to determine cost of sales.

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

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

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

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents were $2,652 million at 8343 2011, compared to $1,712 million at May 311@ Shorterm investment objectiv:
are to minimize risk, maintain liquidity and maximiafte-tax yields. To attain these objectives, investnliemits are placed on the amou



type and issuer of securities. Investments arecjmally in U.S. Treasury market funds and Trea®ilg.

On October 14, 2009, our Board of Directors apptdoadong-term capital policy: to maintain a strdraance sheet and financial flexibility;
reinvest in our core strategies; invest in strategiportunities that reinforce our core strategiad meet return requirements; and return surplus
cash flow to shareholders in the form of divideadd share repurchases over the long term.

Net cash provided by operating activities for tiheermonths ended May 31, 2011 was $3,281 milliongared to $2,819 million a ye

ago. When compared to the prior year, cash froeraijmg activities increased primarily as a restihigher net earnings. For the nine months
ended May 31, 2011 and 2010, working capital gaadreash flows of $179 million and $231 millionspectively. Cash provided by
operations is the principal source of funds forangion, acquisitions, remodeling programs, dividetadshareholders and stock repurchases.

Net cash used for investing activities was $844ionilfor the nine months ended May 31, 2011 compaoe$l,652 million a yee

ago. Additions to property and equipment were $®88on compared to $786 million last year. Duithe first nine months, we added a total
of 229 locations (125 net) compared to 601 last {823 net), which included the acquisition of ZB8ane Reade locations. There were 48
owned locations added during the first nine moatig 54 under construction at May 31, 2011 versuswifed locations added and 60 under
construction last year.

Specialty Mail
Drugstores Worksites Home Care Pharmacy Service Total
August 31, 201! 7,56: 367 101 14 2 8,04¢
New/Relocate: 18¢ 13 1 1 - 208
Acquired 22 - 4 - - 26
Closed/Replaced (57 (18) (23 (6) - (104)
May 31, 2011 7,71t 362 83 9 2 8,171

Business acquisitions this year were $182 milliersus $764 million in the prior year. Businessuégitions in the current year include the
purchase of $29 million of home care assets wighrémaining balances relating primarily to the pase of prescription files. The prior year
acquisitions are primarily related to the purchalsBuane Reade for $560 million and the purchagaedcription files. On June 3, 2011, we
purchased drugstore.com in a cash transactiorpfmoaimately $421 million including the assumptioin$17 million of debt. Additionally, on
June 13, 2011, we closed the sale of our pharmeaxgflh management business, Walgreens Healthtlagsg Inc. (WHI), in a cash transaction
for $525 million. We anticipate recording a pee-gain in the fourth fiscal quarter in the ran§&430 million to $480 million on the WHI
transaction.

Capital expenditures for fiscal 2011 are expecteloiet approximately $1.1 billion, excluding businasguisitions and prescription file
purchases. We expect new drugstore organic grofvpproximately 2.5 to 3.0 percent in fiscal 2014 the first nine months, we added a
total of 229 locations, of which 188 were new docated drugstores. We are continuing to reloctmtees to more convenient and profitable
freestanding locations.

Net cash used for financing activities was $1,6@5an compared to the prior ye's net cash use of $1,542 million. We repurchas$edles
totaling $1,393 million in the current year, $1,188lion in conjunction with our share buyback prams and $208 million to support the ne
of the employee stock plans. In the prior yearremirchased shares totaling $754 million, $638anilin conjunction with our share buyback
programs and $116 million to support the needf®fmployee stock plans. We had proceeds relatechployee stock plans of $203 million
during the first nine months versus $206 million tlee same period last year. Cash dividends par@ %488 million during the first nine
months versus $407 million for the same periodar ygo.

In connection with our capital policy, our Board@ifectors authorized a share repurchase progr@9(Bepurchase program) and set a long-
term dividend payout ratio target between 30 ang&8ent of net earnings. The 2009 repurchaseg@mgvhich was completed in September
2010, allowed for the repurchase of up to $2,000aniof the Company’s common stock prior to itpaation on December 31, 2013. For the
nine months ended May 31, 2011 and 2010, shara@&gp$360 million and $638 million were purchasedonjunction with the 2009
repurchase program, respectively. On October QB0 2our Board of Directors authorized a new sheperrchase program (2011 repurchase
program) which allows for the repurchase of up1@®8$0 million of the Company’s common stock prioiits expiration on December 31,
2012. For the nine months ended May 31, 2011 eshataling $825 million were purchased in conjiorctvith the 2011 repurchase

program. We determine the timing and amount ofireipases from time to time based on our assessshgatious factors including prevailir
market conditions, alternate uses of capital, gy the economic environment and other factdree timing and amount of these purchases
may change at any time. The Company has, and roaytfme to time in the future, repurchase sharethe open market through Rule 10b5-
plans which enable a company to repurchase shiatiases when it otherwise might be precluded framng so under insider trading laws.

We had no commercial paper outstanding at May 8112 In connection with our commercial paper pamgrwe maintain two unsecured
backup syndicated lines of credit that total $1,&00ion. The first $500 million facility expiresn July 20, 2011, and allows for the issuanc

up to $250 million in letters of credit, which reduthe amount available for borrowing. We intemdeplace this facility with a new $500
million multi-year facility prior to its expiratioon July 20, 2011. The second $600 million fagiéikpires on August 12, 2012. Our ability to
access these facilities is subject to our compéamith the terms and conditions of the credit fagiincluding financial covenants. The
covenants require us to maintain certain finanmeiibs related to minimum net worth and prioritpptiealong with limitations on the sale of
assets and purchases of investments. At May 311, 2@e were in compliance with all such covenaiitse Company pays a facility fee to the
financing banks to keep these lines of credit actikt May 31, 2011, there were no letters of drisdiued against these facilities and we do not
anticipate any future letters of credit to be iskagainst these facilities.

Our current credit ratings are as folloy



Long-Term Debt Commercial Paper

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

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

CONTRACTUAL OBLIGATIONS AND COMMITMENTS
The following table lists our contractual obligatgoand commitments as of May 31, 2011:

Payments Due by Period (In millions’

Less than 1
Total Year 1-3 Years 3-5 Years Over 5 Years
Operating leases (. $ 35,76: $ 231 % 461C $ 4,40¢ $ 24,43:
Purchase obligations (2
Open inventory purchase ords 1,732 1,732 - - -
Real estate developme 29z 17¢€ 104 13 -
Other corporate obligatior 93¢ 67E 15E 91 18
Long-term debt*(3) 2,35: 8 1,30¢ 1C 1,031
Interest payment on lo-term debi 581 11€ 20C 10t 16C
Insurance* 60¢ 24E 187 95 82
Retiree health 45¢ 12 28 35 384
Closed location obligations 14¢ 35 41 22 5C
Capital lease obligations *(: 98 3 6 6 83
Other long-term liabilities reflected on the balarsheet’
4 94C 84 194 161 501
Total $ 4391 $ 539%¢ $ 6,82¢ $ 494¢ $ 26,74(

* Recorded on balance sheet.

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

(2) The purchase obligations include agreements tdhpsgecgoods or services that are enforceable aatiégnding and that specify ¢
significant terms, including open purchase ord

(3) Total long-term debt on the Consolidated Caoséel Balance Sheet includes a $45 million fair mevklue adjustment and $6 million of
unamortized discoun

(4) Includes $83 million ($32 million due in 1-23rs, $34 million due in 3-5 years and $17 millire in over 5 years) of unrecognized tax
benefits recorded under ASC Topic 740 Income Te

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

OFF-BALANCE SHEET ARRANGEMENTS

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

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

Insurance $ 231
Inventory purchase obligatiol 55
Real estate development 13
Total $ 29¢

We have no off-balance sheet arrangements otherthiogae disclosed on the Contractual Obligatioms@ommitments table.

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

RECENT ACCOUNTING PRONOUNCEMENTS

In August 2010, the Financial Accounting Standd@dard (FASB) issued an exposure draft on leaselentic that would require entities



recognize assets and liabilities arising from lezm@racts on the balance sheet. The proposedesedraft states that lessees and lessors
should apply a “right-of-use modeli accounting for all leases. Under the proposedet lessees would recognize an asset for thé togise
the leased asset, and a liability for the obligatmmake rental payments over the lease term. |l term is defined as the longest possible
term that is “more likely than not” to occur. Taecounting by a lessor would reflect its retainegosure to the risks or benefits of the
underlying leased asset. A lessor would recogaizasset representing its right to receive leagmeats based on the expected term of the
lease. The proposed standard, as currently drafié#échave a material impact on the Company’s mégeb results of operations and financial
position. This exposure draft is non-cash in reafaund will not impact the Company’s cash position.

In April 2011, the FASB issued a proposed Accounftandards Update (ASU), “Intangibles — Goodwilll @ther (Topic 350): Testing
Goodwill for Impairment” which is intended to sinifglhow an entity is required to test goodwill ionpairment. This ASU would allow an
entity to first assess qualitative factors to deiae whether it is necessary to perform the twp-sigantitative goodwill impairment test. Under
the proposed ASU, an entity would not be requicedaiculate the fair value of a reporting unit wsl¢he entity determines, based on a
gualitative assessment, that it is more likely thahthat its fair value is less than its carryamgount. The proposed ASU includes a number of
factors to consider in conducting the qualitatissessment. The proposed ASU would be effectivarfoual and interim goodwill impairment
tests performed for fiscal years beginning aftecéeber 15, 2011. Early adoption would be permiffde proposed standard is not expected
to have a material impact on the Company’s reparsdits of operations and financial position.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report and other documents that we file whtt $ecurities and Exchange Commission contain folteeking statements that are base«
current expectations, estimates, forecasts anégions about our future performance, our busirmasbeliefs and our management’s
assumptions. Statements that are not historictd fre forward-looking statements, including fardvBboking information concerning
pharmacy sales trends, prescription margins, numetlocation of new store openings, vendor, papercustomer relationships and terms,
possible new contracts or contract extensions, etitign, economic and business conditions, outcoofidigation and regulatory matters, the
level of capital expenditures, industry trends, dgraphic trends, growth strategies, financial tsswalost reduction initiatives, acquisition
synergies, competitive strengths and changes islé&ipn or regulations. Words such as “expedikely,” “outlook,” “forecast,” “would,”
“could,” “should,” “will,” “project,” “intend,” “pl an,” “continue,” “sustain,” “on track,” “believe,"seek,” “estimate,” “anticipate,” “may,”
“possible,” “assume,” variations of such words aimdilar expressions are intended to identify swariwéard-looking statements, which are
made pursuant to the safe harbor provisions oPthete Securities Litigation Reform Act of 1993 hese forward-looking statements are not
guarantees of future performance and involve rigksumptions and uncertainties, including, butlimited to, those relating to competition,
changes in economic and business conditions, &ituobtain new contracts or extensions of existmgtracts, changes in vendor, payer and
customer relationships and terms, risks associaitdnew business initiatives and activities, thaikability and cost of real estate and
construction, risks associated with acquisitions divestitures, the ability to realize anticipatedults from capital expenditures and cost
reduction initiatives, outcomes of legal and retpigmatters, changes in legislation or regulati@msl those described in Item 1A “Risk
Factors” in our Form 10-K for the fiscal year endadyust 31, 2010, in our Quarterly Reports on F&¥Q for the quarters ended November
30, 2010 and February 28, 2011, and in other repbat we file or furnish with the Securities anccBEange Commission. Should one or more
of these risks or uncertainties materialize, onusthanderlying assumptions prove incorrect, actaalilits may vary materially from those
indicated or anticipated by such forward-lookingtstments. Accordingly, you are cautioned not éz@lundue reliance on these forward-
looking statements, which speak only as of the thetg are made. Except to the extent requiredityy Wwe undertake no obligation to update
publicly any forward-looking statements after ttededthey are made, whether as a result of newnrgton, future events, changes in
assumptions or otherwise.

Iltem 3. Quantitative and Qualitative Disclosure dout Market Risk

In January 2010, we entered into two interestsai@p transactions converting our $1,300 millior78% fixed rate notes to a floating interest
rate tied to the six month LIBOR in arrears plusastant spread. In May 2011, we entered intoadditional interest rate swap transactions
converting $250 million of our 5.25% fixed rate esto a floating interest rate tied to the six rhdriBOR in arrears plus a constant

spread. These financial instruments are senditiehanges in interest rates. On May 31, 2011haee$804 million in long-term debt
obligations that had fixed interest rates. A oaecpntage point increase or decrease in interiest weould increase or decrease the annual
interest expense we recognize and the cash weopaytérest expense by approximately $16 million.

Iltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

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

Changes in Internal Control over Financial Reportirng
In connection with the evaluation pursuant to ExgjeaAct Rule 13a-15(d) of the Company's internalticd over financial reporting (as

defined in Exchange Act Rule 13a-15(f)) by the Camyps management, including its CEO and CFO, nagdsduring the quarter ended
May 31, 2011 were identified that have materiaffeeted, or are reasonably likely to materiallyeatf the Company's internal cont



over financial reporting.

In the second quarter of fiscal 2010, we signedgreement to outsource select accounting transaptimcessing activities. This is part
of an ongoing initiative to transform our accougtorganization to a new model which includes shaesdices and multiple centers of
excellence. The Company’s management has concthdéthe outsourcing agreement has not matedéiigcted, and is not reasonably
likely to materially affect, the Company’s interragintrol over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including the CEO and CFO, do xe¢et that our disclosure controls and proceduresipinternal control over
financial reporting will prevent or detect all ersaand all fraud. A control system, no matter ive@ll designed and operated, can provide
only reasonable, not absolute, assurance thabtiteot system’s objectives will be met. The desigm control system must reflect the
fact that there are resource constraints, andeheflis of controls must be considered relativéh&ir costs. Further, because of the
inherent limitations in all control systems, no lenation of controls can provide absolute assurdhaemisstatements due to error or fraud
will not occur or that all control issues and im&tas of fraud, if any, within the Company have bedetected. These inherent limitations
include the realities that judgments in decisiorkimg can be faulty and that breakdowns can occoab&e of simple error or

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

PART Il. OTHER INFORMATION

ltem 1. Legal Proceedings

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

Item 1A. Risk Factors
In addition to the other information set forth istreport, you should carefully consider the fesdiscussed in Part I, Item 1A “Risk Factors”
in our Annual Report on Form 10-K for the year ehdeigust 31, 2010 and in Part Il, Item 1A “Risk Eas” in our Quarterly Report on Form
10-Q for the quarter ended November 30, 2010, wbdelid materially affect our business, financiahdition or future results.
ltem 2.  Unregistered Sales of Equity Securities and Use ®froceeds
(c) The following table provides information about puases by the Company during the quarter ended Mag2®.1 of equity securities tF

are registered by the Company pursuant to Secfasf the Exchange Act subject to applicable lavarslpurchases may be made in open

market transactions, privately negotiated traneastior pursuant to instruments and plans complyitty Rule 10b-1.

Issuer Purchases of Equity Securitie

Total Number of Shares Approximate Dollar Value of
Total Number of Average Purchased as Part of Publicly Shares that May Yet Be
Shares Purchased Price Paid Announced Repurchase Purchased Under the Plans or
Period Q) per Share Programs (2) Program (2)
3/1/2011 —
3/31/2011 2,055,400 $ 41.3¢ 2,055,400 $ 465,349,37
4/1/2011 -
4/30/2011 5,040,58. $ 41.6¢ 5,040,58. $ 255,400,01
5/1/2011-
5/31/2011 4,826,07. $ 43.3¢ 1,826,07. $ 175,401,53
Total 11,922,05 $ 42.2¢ 8,922,05!

(1) The Company purchased 3,000,000 shares of its constock in ope-market transactions to satisfy the requirementa@fCompany’
employee stock purchase and option plans, as wéfleaCompany's Nonemployee Director Stock F

(2) On October 13, 2010, the Board of Directors appiav@ew share repurchase program (2011 repurchegeam) which allows for the
repurchase of up to $1,000 million of the Comparmgsmon stock prior to its expiration on DecemberZ)12. The total remaining
authorization under the 2011 repurchase progré @ million as of May 31, 201

Iltem 6. Exhibits

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



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

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

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

» were made only as of the date of the applicagteement or such other date or dates as mayebéieg in the agreement and
are subject to more recent developments.

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

Exhibit No. Description SEC Document Referenci
3.1 Amended and Restated Articles of Incorporatio Incorporated by reference to Exhibit 3.1 to Walgr&»'s
Walgreen Co. Current Report on Form 8-K (File No. 1-00604) fileidh the
SEC on January 19, 201
3.2 Amended and Restated By-Laws of Walgreen &o. Incorporated by reference to Exhibit 3.1 to Wedgr Co.’s
amended effective as of September 1, 2008. Current Report on Form 8-K (File No. 1-00604) fileith the
SEC on September 5, 20
10.1* Walgreen Co. Lor-Term Performance Incentive Pl Incorporated by reference to Exhibit 10.1 to Wadgr€0's
Amendment No. 2 Current Report on Form 8-K (File No. 1-00604) fileidh the
SEC on April 14, 201.
10.2* Agreement and Release between Hal F. Bdstnand  Filed herewith.
Walgreen Co
10.3* Offer letter agreement dated March 10,122B&tween Filed herewith.
Joseph C. Magnacca and Walgreen
12 Computation of Ratio of Earnings to Fixed Char Filed herewith
31.1 Certification of the Chief Executive Officer pursudo Filed herewith

Section 302 of the Sarbal-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer pursudo Filed herewith
Section 302 of the Sarbal-Oxley Act of 2002

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

32.2 Certification of the Chief Financial Officer pursudo Furnished herewitt
Section 906 of the Sarbanes-Oxley Act of 2002, 18
U.S.C. Section 135(

101** The following financial statements and footnotesfi Furnished herewitt
the Walgreen Co. Quarterly Report on Form 10-Q for
the fiscal quarter ended May 31, 2011, formatted in
XBRL (eXtensible Business Reporting Language): (i)
Consolidated Condensed Balance Sheets; (ii)
Consolidated Condensed Statement of Earnings; (iii)
Consolidated Condensed Statement of Cash Flows; and
(iv) the Notes to Consolidated Condensed Financial

Statements
* Management contract or compensatorp plaarrangement.
** In accordance with Rule 406T under Regulati-T, the XBRL-related information in Exhibit 101 to this Annuagéport on Form 1-K

shall be deemed to I“furnishe¢ and not“filed”.
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undersigned thereunto duly authorized.

WALGREEN CO.
(Registrant,

Dated: 6/27/1/s/ W.D. Miguelon
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M.M. Scholz
Senior Vice Presiden
Controller
(Chief Accounting Officer




Agreement and Release

This Agreement and Release (“Agreement”) is entéméal between the undersigned employee (“Employeed Walgreen Co., its parel
subsidiaries, affiliated companies, predecessarsessors and assigns (“Walgreens” or the “Compamyio agree as follows:

1. Termination Date . The parties agree that Employee’s employmerit thie Company shall be terminated effective Oct@der2011
(the “Termination Date”).

2. General Waiver & Release Employee waives and releases any and all cldimmyn or unknown, arising on or before the date
Employee signs this Agreement, that Employee hasigiht have against Walgreen Co., and its parentssidiaries, affiliated companies,
predecessors, successors, and assigns, as wiklbhigsaand their past and present officers, dioes, managers, employees, attorneys, and
agents (collectively “Released Parties”), subjedy ¢o the exceptions identified in paragraph kel These waived and released claims
include but are not limited to: (i) claims thatany way relate to Employee’s employment or sepametom employment and other related
dealings with any Released Party or Parties; Igints of unlawful discrimination, harassment, nettédn or other alleged violations arising
under federal, state, local or others laws andlatigns, including but not limited to claims ariginnder the federal Age Discrimination in
Employment Act (ADEA); Title VIl of the Civil Rigtg Act of 1964; the Civil Rights Act of 1866; the Rloyee Retirement Income Security
Act (ERISA); the Americans with Disabilities Act ¥); the Fair Labor Standards Act (FLSA); the Warkaljustment and Retraining
Notification Act (WARN); and the Family and Medida¢ave Act (FMLA); (iii) claims of wrongful dischge, emotional distress, defamati
misrepresentation, detrimental reliance, breadlef§ed contractual obligations, promissory esthppegligence, assault and battery, and
violation of public policy; and (iv) claims for metary damages, other personal recovery or relistsc expenses, and attorneys’ fees of any
kind.

3. Claims and Rights Not Waived or Released The only claims not waived and not released mpleyee under paragraph 2 are (i)
claims arising after the date that Employee sihissAgreement; (ii) any claim that as a matterasf kannot be waived; and (iii) claims for
vested benefits and all benefits and any othetgsititat are specifically described and providedridhis Agreement and the related
enforcement of the provisions of this Agreememtadidition, nothing in this Agreement shall affecinterfere with Employee’s right to
participate, cooperate, initiate or assist in aregtigation or proceeding conducted within the Canypor by any government agency, oversight
board, commission or other regulatory or investigabody. Again, however, Employee is waiving aekkasing all rights to recover money or
other individual relief in connection with any irstgation or proceeding related to claims covenggdragraph 2 above (General Waiver &
Release).

4. No Disparagement Employee will not make derogatory statementbgeeiwritten or oral, or otherwise disparage anieRsed Party or
Walgreens products or services, except as mayduéreel by law. Nor shall Employee direct, arrangencourage others to make any such
derogatory or disparaging statements on Employestialf. Walgreens CEO and Corporate Executivee@8 will not make, and will not
cause others to make on their behalf, derogataterstents, either written or oral, or otherwise disge Employee, except as may be required
by law.

5. Return of Company Property. Employee agrees that on or before the Terminddiate he will have returned all Company property,
and no Company property will be retained by the Byge, regardless of the form in which it was acegiior held by Employee.

6. Restrictive Covenants. Employee is subject to the Non-Competition, NBwiicitation and Confidentiality provisions attadheereto as
Exhibit B (the “Walgreens Non-Compete”).

7. Non-Admissions. Nothing in this Agreement constitutes or shallportrayed or regarded as an admission of anyguaang, fault,
violation, liability, or unlawful activity by the @mpany, Employee or any Released Party.

8.  Cooperation. Subject to paragraph 3 above and upon reasopebfenotice, Employee agrees to fully and conadietooperate with
the Company and its agents and representativesgdand in connection with all litigation, potentigigation, and internal or external
investigations in which the Company is involvechtay become involved, subject to reimbursementadaaable travel expenses if travel is
requested. During the six months following Emplgigel ermination Date, Employee’s assistance herausitall be without additional
compensation. Thereafter, the Company shall prosgdsonable compensation to Employee for time reduroviding litigation assistance
except for litigation matters where Employee isamed party to the litigation. In such cases, rditamhal compensation will be provided to
Employee.

9. Representations. Employee represents and warrants that, in the eafrais employment with the Company, he has notrodgted any
material violation of applicable law or the WalgnseEthics Policy and he does not have any knowl#ulateany person under his authority or
management has committed any such violation.

10. Change of Responsibilities. Employee will continue to provide services to @@mpany through the Termination Date in the cdpaci
and position as set forth in the attached Exhihit C

11. Non-Inducement. Employee agrees that he will not directly oriiadtly assist or encourage any person or entigaimying out any
activity that would be prohibited by the provisiaofsthis Agreement if such activity were carried by Employee.

12. Payments and Benefits In exchange for Employee’s obligations to Waégrs under this Agreement, including the Releade an
Waiver, Walgreens agrees to provide Employee tigepats and benefits set forth in the attached HixAib



13.  No Assignment by Employet. Employee represents and warrants that Emplogsabt sold, assigned, transferred, conveyed, or
otherwise disposed of any claim covered by pardgfagbove (General Waiver Release) and that Emelbgs the sole right and exclusive
authority to execute this Agreement on Employeelsatf.

14.  Severability . In the event that any portion of this Agreemisrtteld by a court of competent jurisdiction toitrealid or unenforceable,
the invalid or unenforceable portion shall be coredt or modified in a manner that gives force difiecg to the fullest extent possible, to all
other portions and provisions of this Agreemefitanly invalid or unenforceable portion of any pign in this Agreement cannot be construed
or modified to render it valid and enforceable tthartion shall be construed as narrowly as possibld shall be severed from the remainder of
this Agreement, and the remainder of this Agreenfientuding the remainder of the section, paragraplparagraph or sentence containing
any invalid or unenforceable words) shall remaiefiiect to the fullest extent possible.

15. OWBPA Provisions — Additional Understandings. In compliance with the Older Workers Benefit teation Act (“OWBPA”"), the
Company and Employee agree to the following:

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

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

(c) No Future Waiver . This Agreement only waives and releases claimisrights arising prior to the date Employee sitiis Agreement

(d) Valid Consideration . In exchange for Employ’s release and waiver as part of this Agreement,|&rep acknowledges that he
receiving adequate consideration in the form ofnperyts and benefits as described herein that exbeed to 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 Agreemen. Employee has been given a period of 21 caledalgs in which to consider this Agreement, ar
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 Byegl agree that, to revoke this Agreement, Emplogest notify Walgreens
writing that Employee is revoking this AgreemeAny such notice of revocation must be received kathkeen WilsonFhompsor
Senior Vice President and Chief Human Resourceg@ffwithin the 7day period; Mail: 200 Wilmot Road, MS #2264, Désld,
lllinois 60015 Fax: (847) 32-3652 Email: kathleen.wils-thompson@walgreens.cc

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

16. Governing Law . The laws of the State of Illinois shall govehe tvalidity, performance, enforcement, interpretatind any other
aspect of this Agreement, notwithstanding any Satieoice of law provisions to the contrary.

17. Binding Effect. This Agreement shall be binding upon and irtarthe benefit of Employee and the Company anauhdsits
respective heirs, executors, successors, agentepresentatives.

18.  Signing of AgreementEmployee acknowledges and agrees that in orderctive the Separation Pay in Exhibit A, Employee&tsigr
a reaffirmation of the Agreement immediately after Termination Date.

19. Counterparts and Facsimile Signatures This Agreement may be executed in counterpenish, taken together, constitute a single,
enforceable instrument.

20. Complete Agreement. This Agreement (including without limitation théalgreens Non-Compete which is attached herefxhibit

B) constitutes the parties’ entire agreement andelansupersedes, and replaces any and all pupopals, understandings, and agreements
(written, oral or implied) regarding all mattersdagissed herein, including without limitation (1tAmended and Restated Employment
Agreement between Employee and Take Care Healttet@gsLLC, which became effective as of the clogihthe Company’s May 2007
acquisition of such entity and (2) any other Non¥@etition, Non-Solicitation and Confidentiality Aggment Employee may have executed
with the Company. The terms of this Agreementl{idimg without limitation all Exhibits A, B and Celneto) may not be altered or modified
except by written agreement of the Employee andCthmpany. In connection with this Agreement’s @taace and execution, neither
Employee nor the Company is relying on any repragiem or promise that is not expressly statedhis Agreement.

21. Full Knowledge and Authority to Sign. Other than as stated herein, Employee and Walgrattest that each of them has the autt

to enter into this Agreement (including the proots set forth on Exhibit And_Exhibit Band_Exhibit Chereto), that no promise or inducement
other than as stated herein has been offeredifbAtireement, that they are legally competent &cate this Agreement, and that they accept
the full responsibility therefor. Walgreens funttaeknowledges that the individual set forth betwas full corporate power and authority to
execute this Agreement on behalf of the Companytafihd the Company in all respects.




Entered and Agreed to:

Dated:

Hal F. Rosenbluth
Walgreen Co.

Dated: By:

Kathleen Wilson-Thompson
Senior Vice President and CHRO




Last Day Worked

EXHIBIT A

Summary for Hal Rosenbluth

10/31/11

Paid Through Date (PTD) 11/30/11 (estimate— will be adjusted based on actual vacation tal

Base Pay

Fiscal 2011 Bonus

Executive Stock Options

Restricted Stock Units

Restricted Stock and
Restricted

Continued at the current rate $45,833.33 per mfgribss pay) through Last Day Work

Bonus payment will be calculated based on actualopeance. Payment at target would
$320,000 (actual earnings for the fiscal year x p@34be paid when FY2011 bonuses are paic
“Bonus”); provided,however, that the Bonus shall be calculated based on¢helaperformanc
of the Company for FY201.

Options become vested three years after grant drdeeit all stock options that are not veste
of the PTD. Exercise vested options by P’

Grant Date Options Exercise Price Status
Granted

8/31/2007 5,325 $45.07 Vested

4/9/2008 7,658 $36.91 Vested

9/1/2008 27,175 $36.43 Will vest 9/1/11

9/1/2009 34,269 $34.04 Not vestec

9/1/2010 38,828 $27.69 Not vestec

RSUs become vested and distributed in shares ofjfé&xh Co. stock after thi-year vesting peric
(except for special award granted 7/1/2009 whicstvever two years). Forfeit all RSUs that
not vested as of the PT

Grant Date RSUs Status
9/1/2008 7,072.56% Will vest 9/1/11
7/1/2009 4,311.80¢ Will vest 7/1/11
9/1/2009 8,765.342 Not vestec
9/1/2010 9,756.224 Not vestec

Cash under the Restrictec

Performance Share Plar
(Discontinued Plan)

Other Restricted Stock
Awards

Performance Share Plar

Restricted stock and cash awards are subject @ g®@ar performance vesting period and are paidwer thi
next four years. Forfeit the portions of awardst thre not vested as of the P1

Grant Date Awards Grantel Status

8/31/08 75 Will vest 8/31/11
8/31/08 75 Not vestec
8/31/08 $3,401.7¢ Will vest 8/31/11
8/31/08 $3,401.7¢ Not Vestec

Restricted stock vests as indicated in the respeetivard agreements. Forfeit the portions of therds that a
not vested as of the PT

Grant Date Awards Granted Status

7/24/07 1,066 Vested and distribute
7/24/07 534 Will vest 7/24/11
4/9/08 1,467 Vested

4/9/08 2,933 Not vestec

Performance Share awards are subject to a threepgrtormance period and are distributed in shadf
Walgreen Co. stock at the end of the thyear performance period based on actual performaricene
Company. Forfeit all awards that are not vested, (ihe performance period is not complete) dhe@PTD.

Grant Date Contingent Status




Awards Grantel

9/1/08 9,264 Will vest 9/1/11
9/1/09 11,682 Not vestec
9/1/10 13,236 Not vestec
Continued Medical & Prescription Continued coverage through PTD.

Other Benefits End as of PTD. Disability ends as of Last Dagritéd.

Separation Pay $300,000 (equal to approx. 28 weeks of pay, grasgment) paid within 30 days of PTD; provided

Employee has continued to comply in all materiadpexts with his obligations under this Agreemerd

Release, including but not limited to his obligasounder the Non-Competition, N@uvlicitation an
Confidentiality Agreemen

Vacation $44,423 (estimated gross pay) equal to 21 cugreat-plus banked vacation days remaining as of/2117Day:

used through Last Day Worked will be deducted ftotal. To be paid out in lun-sum following PTD




EXHIBIT B

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

This Exhibit (referred to herein as this “Agreenigrfibrms a part of the Agreement and Release betwedir HRosenbluth and Wa
or one of its subsidiary companies (hereinaftezmref] to as “Employee” and the “Company”).

WHEREAS, the Company develops and/or uses valualdess, technical, proprietary, customer ancepatnformation it protec
by limiting its disclosure and by keeping it seaetonfidential;

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

WHEREAS, the Company desires to protect from itmpetitors such confidential information and alssidks to protect its legitime
business interests and goodwill in maintainingitsployee and customer relationships.

NOW THEREFORE, in consideration of his initial emyinent offer with the Company, the restricted stockt awards issued
Employee and the compensation and benefits proypdesliant to the Agreement and Release to whishighattached as Exhibit B, Emplo
agrees to the following:

1. Non-Disclosure And NonUse. Employee agrees not to disclose any Confidenti@mrination, as defined below, to ¢
person or entity other than the Company, eitherinduror after Employee’'s employment, without the Qamy’s prior writter
consent. Employee further agrees not to use amyfidamtial Information, either during or at any #@nafter his employment, without
Companys prior written consent, except as may be necedsapgrform his job duties during employment witle tCompany. In the eve
Employee is required to disclose any Confidentiébimation by law, Employee will provide the Compamith prompt written notice of al
such requirement and provide reasonable cooperttithe Company so that the Company may seek &qingg order or other appropri
remedy. The Company acknowledges and agreesriiatisclosure of Confidential Information by Empéeyas required by law shall not k
breach of the Agreement and Release, includingBkrsbit B, provided that Employee has provided tbguired notice to the Company

possible.

Confidential Information means information not geally known by the public about processes, systemjucts, services, includi
proposed products and services, business informatimwhow, or trade secrets of the Company. Confidehtif@rmation includes, but is r
limited to, the following:

(@) Customer lists and other customesrmfation and records, identity of vendors, supplier landlords (to the exte
such identity is treated as proprietary informatiynthe Company), profit and performance repontges, selling and pricir
procedures and techniques, and financing methotted€ompany;

(b) Information pertaining to the speaaimands of customers, and their past, currentatidipated requirements
the products or services of the Company;

(c) Specifications, procedures, policteshnigues, manuals, databases and all othemiation pertaining to produ
or services of the Company, or of others for whtel Company has assumed an obligation of confidkmti

(d) Business or marketing plans, accogntiecords, financial statements and informatiamj @rojections of tt
Company;

(e) Software developed or used by the Gany;

® Information related to the Compangesailing, distribution or administrative faciliseand

(9) Any other information identified oefihed as confidential information by Company pyplic

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

(@) information which becomes availaldette public from a source other than the Emploge@ through no fault
Employee;
(b) information that is legally obtaindy the Employee at any time from other sources wah® not subject

confidentiality restrictions;

(c) information that came into Employg@ossession prior to or independent of his empémtmelationship with tt
Company; and

(d) information that consists of genenalustry knowledge



2. Non-Competition and Non-Solicitation . In order to protect the legitimate business intsrasad goodwill of the Compat
and to protect Confidential Information, Employewenants and agrees that for the entire periodsoéiployment with the Company, and
a period of 18 months commencing on October 311201 “Non-Compete Period”), Employee will not:

(@) contact any Customer of the Compamyttfe benefit of a Competing Business or interfeita, or attempt to disru
the relationship, contractual, or otherwise, betwd® Company and any of its Customers.

(b) hire any employee of the Company sTeistriction includes, without limitation, a prbhion on Employee direct
employing, or knowingly directing any Person oribess directly or indirectly controlled by Employeegardless of whetfr
such Person or business is a Competing Businessypdoy, any person employed by the Company at 8aehor within 6(
days prior to such time.

(c) solicit employees of the Company.isTitestriction includes without limitation a proftibn on directly or indirectl
(i) interfering with, or attempting to disrupt thmelationship, contractual, or otherwise, between @ompany and any of
employees, and (i) soliciting, inducing, or atteing to induce employees of the Company to terneimahployment with tt
Company. The foregoing nawulicitation provision shall not be applicable tengral solicitations in newspapers, ti
magazines, internet job sites or other similar met specifically targeting employees of the Conypaand any hirin
resulting therefrom.

(d) compete with the Company. This iestm includes without limitation a prohibition odirectly or indirectl
engaging or investing in, owning, managing, opammtifinancing, controlling, participating in the pership, manageme
operation, financing or control of, or being asat®il or in any manner connected with, any Compd@&ingness, whether a
consultant, independent contractor, agent, emplogéfecer, partner, director, shareholder (exceptli(nited partnershi
investments in private equity funds which may inviesventure capitabacked companies (where Employee's invest
represents less than 5% percent ownership intefesty such company) or (ii) investments of lesnth% ownership intere
of the outstanding securities of a corporationtbepentity whose securities are listed on a seoahange or quotation syst
and such entity files periodic reports with the Bées and Exchange Commission), distributor, espntative, or otherwis
alone or in association with any other Personf®twithstanding the foregoing, Employee may rendervices for
Competing Business if: such service does not winflith any other restrictions noted in this Paegdy 2; the Competit
Business is diversified, and Employee becomes eyadlin a part of the business that is not in diogdhdirect competitio
with Company; and, prior to the Employee beginnamgployment with the Competing Business, the Compautgive
written assurances from Employee, that Employesigagement with such Competing Business will irematside the sco|
of any direct or indirect competition with the Coamy.

Employee further acknowledges and agrees that & month period commencing after the Noompete Period, Employee shall not cor
with, or accept employment with (a) CVS/Caremal}, Express Scripts, (c) Medco Health Solutions, smgcessors thereto of the foregc
corporations, or (d) any Competing Business or deisvolved in retail or employer worksite healttealinics, nor shall Employee prov
services on behalf of the foregoing corporationthwéspect to the pricing or negotiation of netwphlarmacy contracts.

Employee agrees that the restrictions containegairagraphs 2(a), 2(b) and 2(c) have no geograhitation. Employee agrees that
restrictions contained in Paragraph 2(d) are gesgcally limited to (a) the entirety of the Unitéttates and (b) any other country if
Company conducts business within such country yatiare during Employee's employment with the Comypan

Employee acknowledges that (i) the Company's basiigand following the date hereof will be natidnascope, (ii) the Company's prodt
and services are and following the date hereoflv@limarketed throughout the United States andtlii@Company has competed and follov
the date hereof will compete with other businesisasare or could be located in any part of thetéthBStates. Employee further covenants
agrees that restrictive covenants contained in Algileement are reasonable and necessary to ptbedegitimate business interests of
Company because of the nature and scope of the &vorisbusiness.

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

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

Q) “Competing Businesshieans any business engaged in by any Person thiatcismpetition with any busine
engaged in by the Company (“Company Business”)ngutine term of Employes’employment with the Company; provi
that the foregoing shall only apply to any Compaysiness with respect to which Employee possessedidentia
Information and was substantially engaged or wéiseain the management of such business during Byagls employmet
with the Company.

(2) “Customer'means any customer or prospective customer of amp@ny business unit with respect to wi
Employee was substantially engaged or was actitheérmanagement of such business during Empleyamployment wit
the Company.

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



3. Non-Inducement . Employee agrees that during the term of his eympént and for one year following the Employee’
termination of employment, Employee will not didgcor indirectly assist or encourage any Persoerdity in carrying out any activity tt
would be prohibited by the provisions of this Agremt if such activity were carried out by Employee.

4. Consideration and Acknowledgments Employee acknowledges and agrees that the cotseedasacribed in Paragraph
through 3 of this Agreement are essential termd,tha payments and benefits under the AgreemenRatehse would not be provided by
Company in the absence of these covenants. Enmployther acknowledges that these covenants angosigol 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 cam&do not place undue restraint on Employee aacdat in conflict with any publ
interest. Employee further acknowledges and agresEmployee fully understands these covenaatshad full and complete opportunity
discuss and resolve any ambiguities or uncertaintegarding these covenants before signing thiseégent, that these covenants
reasonable and enforceable in every respect, amddiantarily agreed to comply with these covendotgheir stated term. Employee agi
that in the event he is offered employment with @nPeting Business at any time in the future, Emgéoghall immediately notify tl
Competing Business of the existence of the coverseitforth in Paragraphs 1 through 3 above.

5. Enforcement of This Agreement. Employee acknowledges that compliance with theepants set forth in Paragrapt
through 4 of this Agreement is necessary to enigléCompany to maintain its competitive positiomg éhat any actual or threatened breac
these covenants will result in irreparable and iooimg damage to the Company for which there wéllio adequate remedy at law. In
event of any actual or threatened breach of thegenants, the Company shall be entitled to injwectelief, including the right to a tempor
restraining order, and other relief, and Employgeees that, upon such breach, he has forfeitechaacho right to any further compensat
bonus, unvested equity awards and other benefitgeigaid to him. The foregoing stipulated renesddf the Company are in addition to,
not to the exclusion of, any other damages the Goymay be able to prove. In addition, if any ¢@lmall at any time hold these covenan
be unenforceable or unreasonable in scope, terrioperiod of time, then the scope, territory eripd of time of the covenants shall be
determined by the court to be reasonable. Emplayesents to the jurisdiction of the Circuit CooftLake or Cook County, lllinois fi
purposes of the enforcement of this Agreement.

6. Notification . Employee further agrees that the Company mayynatiyone later employing him of the existence
provisions of this Agreement; providedowever, that prior to any notification, the Company shal required to provide Employee with
advance copy of such correspondence.




EXHIBIT C

This Exhibit forms a part of the Agreement and Be&ebetween Hal F. Rosenbluth and Walgreen Conerof its subsidiary ¢
(hereinafter referred to as “Employee” and the fgany”).

1. As of April 1, 2011, (the*Transition Dat”) Employee will transition to the position of Seni@onsultant to the CEO for Heg
Care Services, providing services and performintiedwas set forth herein. Employee will resign frathother positions, offic
and roles with the Company and any subsidiary filisaséd companies on or before March 31, 2011 wailtitake all steps ar
actions reasonably required by the Company to efé¢e such resignatior

2. After the Transition Date, Employee will providengees to the Company related to health care, ntiaudkeretail clinics and sus
other areas and duties as assigned by the Cor's CEO or his designate

3. Compensation shall be at the rate of $45,833.33nuerth (less withholdings and deductions) and aserhdly detailed in Exhib
A of the Agreement and Relea

4. Per the terms of the Agreement and Release, Emg's employment shall be terminated effective OctodEr 2011 unles
terminated sooner for cause._“ Causeneans Employee commits any act of fraud, intentionsrepresentation, matel
misconduct, or gross negligence in connection wétforming his duties hereunder, commits a viotatidé any term of the Non-
Competition, NonSolicitation and Confidentiality Agreement attactesdExhibit B to the Agreement and Release, or dossay
anything (or encourages others to do or say angthimat should reasonably be expected to dispasagepact negatively tt
name or reputation in the marketplace of the Comparany of its employees, officers or directc

5. In the event of Employeg’termination for Cause, all payments hereunddl shanediately cease and Employee forfeits thet
to all unpaid compensation, bonus, unvested stptibres and other benefits noted in Exhibit A of fhgreement and Release
yet received



March 10, 2011

Mr. Joseph C. Magnacca
520 W. 19h Street

Apt. 6A

New York, NY 10011

Dear Joe:

| am pleased to confirm your promotion to PresidgriDaily Living Products and Solutions for Walgre€o. (“Walgreens” or the “Company”
continuing to report to Greg Wasson, President@B®. This position is at the Senior Vice Presidenel for compensation and benefits
purposes. This promotion is effective as of ApriR011 (the “Effective Date”). The remainder loistletter covers the compensation, benefits
and other terms applicable to your new positionyal as any continuing terms and conditions frapatyprior role. This letter supersedes all
prior agreements, including the Letter Agreemeivben you and Walgreen Co. dated February 13, gb&0'Letter Agreement”).

COMPENSATION AND BENEFITS

Base Salary. $600,000 annually, less all applicable tax witdings and benefit deductions.

Annual Bonus Opportunity. Based on your position, you will be eligible for amnual bonus under the Walgreen corporate borogsgm,
which is based on the Company'’s fiscal year runfiiagn September 1 through August 31, and is sultgettte board’s approval of each year’s
bonus. The current bonus target for your posiso80% of your base salary. You will be eligibte & pro-rated bonus for the period from the
Effective Date through the end of fiscal year 20¥bu will be eligible for a pro-rated bonus undlee Duane Reade Management Incentive
Plan for the period January 1, 2011 through thedfffe Date (based on your salary prior to the @&ife Date).

Long-Term Incentives. You will also be eligible for long-term incentiveshich are currently at the following levels basgdyour position
level.

Executive Stock Options Under the current program, the number of optgmrasited annually equals 220% of base salary diMje
the average stock price as determined under thiei©Optan. Options become vested three years &ftegrtant date and may be
exercised up to 10 years after the grant date.

Restricted Stock Units Under the current program, the number of unigted annually equals 55% of base salary divigeth®
average stock price as determined under the LongrTiecentive Performance Plan. RSUs become vedtedthree-years and are
distributed in shares of Walgreen Co. stock. Asrdition to receiving each grant, you will be riggd to sign a Non-Competition,
Non-Solicitation, and Confidentiality Agreement, iainis substantively the same as the one refereimctRestrictive Covenants”
below.

Performance Share ProgranThe current annual performance share prograwiges for a grant of "contingent" shares each fisca
year that become payable, or "earned," if the Compaeets the performance targets. The earned d@svhesed on company
performance (ROIC) over a three year period. ThHieeeaarned award is paid in stock at the end etlihee-year period. Under the
current program, the target annual award equals gf8ase salary, divided by the average stock @icdetermined under the
Performance Share Program.

You will be eligible for pro-rated awards as of taective Date to cover the remainder of the 2fiddal year, and then you are eligible to
receive full awards for future fiscal years.

Other Employee Benefits. See the attached Overview of Benefits, brieflgalibing the Walgreens employee benefits that apply

OTHER TERMS AND CONDITIONS

Relocation.lt is understood that no later than six monthsofeihg the Effective Date you will be relocatingtte Chicagoland area to work
of the corporate office in Deerfield. The exantitig of that relocation is to be determined betwyaun and Greg. Prior to this relocation, the
Company will continue your NY housing benefit (@p$12,000 per month).

Duane Reade Fringe Benefits Upon the transition to the Walgreens executmapensation and benefits programs, your Duane Reade
perquisites will cease as of the Effective DatbisTncludes tax/financial planning advice, commgtio Toronto (up to $10K per year), and
health care reimbursement (up to $8K per yeamnil&i to most public companies, Walgreens doesmaititain these types of executive
perquisites.

Change in Control Employment AgreementAs a Walgreens senior executive, you will be presgmith our standard Change in Control
Employment Agreement, which provides protectiogda following a change in control of Walgreen Goutside of the change in control
context, Walgreens executives do not have term @ynptnt agreements. Accordingly, you should not imrour offer of employment to be a
contract or guarantee of indefinite employment. Expment at Walgreens is at will, for no definiterte and is subject to Walgreens policies,
which can be changed from time to time.



Corporate Officer Paperwork . Subject to final approval by the Board of Direstof your officer status, we will send you all &pable
officer paperwork for your review and completiom¢luding our Code of Ethics Policy and D&O Questiaine.

Immigration Status . Your continuation in this new position is comimt on you maintaining temporary employment autation via H-1B
visa sponsorship and obtaining U.S. permanenteasid

OTHER TERMS AND CONDITIONS

Transition/Retention Bonus. The the transition/retention bonus set fortthim Letter Agreement shall be superseded by thawiolg
transition/retention bonus terms and conditions:

(a) For the critical 18-month period following the Ap#, 2010 closing of the Walgreens acquisition afaDe Reade (theRetentiol
Period"), you are eligible for a retention bonusi@dgo$1,790,40(less applicable tax withholdings). This retentmmus is designi
to reward you for your continued employment durihig critical period and to acknowledge the exfifare and commitment that
needed by the senior leadership team during thisghe As a condition to your receipt of this bonyeu must remain employed w
the company at least through the end of the Reteferiod (or the first 12 months of the Retentamiod, with respect to the port
of the bonus described in (b)(i) below), except tharior to the end of the Retention Period (ortmn thereof for purposes of (b
below) your employment is terminated without Caasgou resign for Good Reason (in both cases dnatkébelow), then you wot
remain entitled to the full retention bonus. Ifuye@mployment ends prior the end of the Retentieriod for any other reason, tt
you would forfeit the entire unpaid portion of thetention bonus

(b) Your retention bonus will be paid in three instadimts:

0] $600,00Cin one lump sum within 30 days after the end offite 12-months of the Retention Period, or earlier if y
employment is terminated without Cause or for GRedson pursuant to t“Termination Benefif” provision below:;

(i)  $760,40Cn one lump sum within 30 days after the end offe¢ention Period, or earlier if your employmenteisninatec
without Cause or for Good Reason pursuant t¢“* Termination Benefit” provision below; an

(iii)  $430,00Cin substantially equal se-monthly installments continuing for 24 months bexdig with the regular payroll date ne
following the date of your termination of employmemotwithstanding the foregoing, in the eventttyau are a “specified
employee” within the meaning of Section 409A of @&de (as determined in accordance with the methggestablished by
the Company as in effect on your “separation ofisef (within the meaning of Section 409A),the ambpayable under this
clause (b)(iii) during the siraonth period immediately following your terminatidate shall instead be paid on the first busi
day after the date that is six months following ytermination date

For the portion of your retention bonus that idpafiter employment as required by clause (b)(Bi\ge, such amount will be credited
with interest, commencing on the last day of théeR&on Period and continuing through the commeresgrof installment payments,
at an annual rate of 10.5%, or such other rate amitually-agreed between you and the Company.

Termination Benefits. If your employment is terminated by the Comparithout Cause or by you for Good Reason prior toehd of the
Retention Period, you will be entitled to the feling severance benefits:

(a) Continuation of your base salary for 12 monthsdpaiaccordance with normal payroll practices. sTisi based on the rate of b
salary in effect as of the closing (i.e., $460,p@0 year)

(b) Continued medical, dental and prescription drugecage for 12 months at the premium rates applidabdetive employees, subjec
any cost or coverage changes of general applicafitiis extended coverage period would count towardr COBRA coverag
period.

(c) Subject to (b)(iii) above under Transition/RetentiBonus, payment of the retention bonus in one lwam within 30 days !
employment terminatior

For purposes of the above, Cause and Good Reasalefimed as follows:

(d) There is“Caus” for termination if the Board of Directors of Walgres determines in good faith that any one or mbtheofollowing
have occurrec

0] You have been indicted or convicted of, or entexgalea of guilty or nolo contendere to, any crirAg ¢onstituting a felon
under any state or federal law or (B) involvinguilaembezzlement or an act of moral turpitude, fmretr not in connectic
with the performance your duties or obligationshte Company

(i) You (A) commit an act of fraud with respect to atemgl aspect of the Company's business, eventitriminally chargec
indicted, or convicted therefor; or (B) engage imy awillful misconduct, even if not criminal in nat that brings tr
Company or any of its officers, directors, subgiésor shareholders into public disgrace or distefin any material respe



or

(iii) You are (A) grossly negligent in the performanceyofir duties and obligations; (B) breach any oltiaracontained in th
letter or in Exhibit A to this letter; or (C) engagn a material violation of one or more signifitaritten Company policie
and such policy violation is such that, under tgpircumstances, immediate termination of emplaytweould result

Prior to any termination for Cause pursuant to s#a(iii) above, the Company shall give you notioe a reasonable opportunity
least 30 days) to remedy any condition, or condactipn or inaction of you giving rise to the vititan or breach of such clause,
only if such violation or breach is remediable.

(e) You shall have the right to resign for “Good Redsgmior to the end of the Retention Period underegitbf the following
circumstances which would result in a materialateg change to your employment with the Compi

0] Without your oral or written consent, the Comparguses a material diminution of your annual basargabr bonu
opportunity; ot

(i) Without your oral or written consent, the Compangtenially changes the geographic location of yatmgipal office to i
location that increases your normal work commute-way) by more than 30 mile

You must give written notice to the Company of yamtention to terminate your employment for Gooda&n within a period not
exceed 90 days of the initial existence of a camditiescribed in clause (i) or (ii) of this parggnaand then the Company shall h
30 days from the receipt of such notice to cureastions giving rise to such Good Reason.

For the avoidance of doubt, it is understood thatagreedipon compensation and relocation terms set forthigletter shall not gi\
rise to any Good Reason termination rights.

Following the end of the Retention Period, the savee benefits set forth above will no longer apphd instead you would be subject to any
applicable Walgreens severance policy. Regardiegee timing of employment termination, eligibjlifor a pro-rated bonus for the year of
termination would be dictated by the terms of thplizable bonus program.

Restrictive Covenants. The Non-Competition, Non-Solicitation and Coefidiality Agreement attached as Exhibit A heretthisssame as the
Agreement that you signed along with the Lettere®gnent, and it shall continue to apply. In addit@s a condition to this promotion, you
will be required to sign a Walgreens Non-CompaetitiNon-Solicitation and Confidentiality Agreement on ooabthe Effective Date. This it
standard agreement for Walgreens executives, angyaof this Agreement can be provided in advarpmnuequest.

Confidentiality . The terms of this letter — and in particular teention bonus terms - must remain strictly adexfitial at all times before,
during, and after the Retention Period; providedidwer that, disclosure by you is permitted to imraggfamily members, your legal and
financial advisors, and if disclosure is requirgdybu due to subpoena, government investigatiosttoer requirement of law. Failure to
comply with this requirement can result in forfeéwf the retention bonus and/or termination of kyypment for Cause.

Code Section 409A This Transition/Retention bonus and TerminaB@mefits terms set forth above are intended to dpmjth the
requirements of Section 409A of the Internal Rewe@ode or an exemption or exclusion therefrom waiitth, respect to amounts that are sut
to Section 409A of the Code, shall in all respéetsadministered in accordance with Section 409thefCode and shall be treated in
accordance with this intention for purposes of pyand income tax reporting. Each such paymeall §ie treated as a separate payment for
purposes of Section 409A of the Code. In no ewsy you, directly or indirectly, designate the calar year of any payment to be made ui
this letter. For purposes of this letter, the fiermination of employment” and “termination datand words of similar meaning) mean the
date upon which you have terminated of employmemhfthe Company and its affiliates that constitatéseparation from service” within the
meaning of Section 409A of the Code. The Compagyrtot made any guarantee to you of the tax refalty of your compensation,
including your retention bonus, under Section 4@®£he Code or any other tax provision or law, god have consulted with your own tax
counsel regarding this letter.

To acknowledge and accept the terms of this |lgttegse sign your name on the line below, fillie tlate, and return the signed letter to
me. Please also make a copy of this signed lettgour records.
If you have any questions, please call me at 8&¢X170.

Sincerely,

Kathleen Wilso-Thompsor



Chief Human Resources Officer
Walgreen Co.

Enclosures
cc: Greg Wasson

Acknowledged and Agreed:

Signature:

Date:




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

This Exhibit forms a part of the offer of employnmiem continuing employment to the undersigned imtial from Walgreen Co.
one of its subsidiary companies (hereinafter refeto as “Employee” and the “Company”).

WHEREAS, the Company develops and/or uses vallaldeess, technical, proprietary, customer ancepatnformation it protec
by limiting its disclosure and by keeping it seaetonfidential;

WHEREAS, Employee acknowledges that during the smwf employment, he or she has or will receivatridoute, or develop su
confidential information; and

WHEREAS, the Company desires to protect from it®getitors such confidential information and alssidks to protect its legitime
business interests and goodwill in maintainingitsployee and customer relationships.

NOW THEREFORE, in consideration of this offer of gloyment and the consideration to be provided togpBgee thereunde
Employee agrees to the following:

1. Non-Disclosure And NonUse. Employee agrees not to disclose any Confidentif@rination, as defined below, to ¢
person or entity other than the Company, eitherinduror after Employee’'s employment, without the Q@amy’s prior writter
consent. Employee further agrees not to use amjidamtial Information, either during or at any grnafter his or her employment, without
Company'’s prior written consent, except as maydmegsary to perform his or her job duties duringlegment with the Company.

Confidential Information means information not geally known by the public about processes, systemjucts, services, includi
proposed products and services, business informatimwhow, or trade secrets of the Company. Confidehtif@rmation includes, but is r
limited to, the following:

(@) Customer records, identity of vendagppliers, or landlords, profit and performanegarts, prices, selling a
pricing procedures and techniques, and financinthaus of the Company;

(b) Customer lists and information peritad) to identities of the customers, their sped@hands, and their past, cur
and anticipated requirements for the products vices of the Company;

(c) Specifications, procedures, policieshniques, manuals, databases and all othematdyn pertaining to produc
or services of the Company, or of others for whtal Company has assumed an obligation of confidkgti

(d) Business or marketing plans, accagntiecords, financial statements and informatiamd arojections of tF
Company;
(e) Software developed or used by the gaomy;
® Information related to the Compangesailing, distribution or administrative faciliseand
(9) Any other information identified oefihed as confidential information by Company pyplic
2. Non-Competition and Non-Solicitation . In order to protect the legitimate business intsrasd goodwill of the Compat

and to protect Confidential Information, Employeenants and agrees that for the entire periodsobhher employment with the Compa
and for one year after the termination of such eyplent by either party for any reason, Employeé nat:

(@) contact any Customer of the Compamytte benefit of a Competing Business or interfeitd, or attempt to disru
the relationship, contractual, or otherwise, betwi® Company and any of its Customers.

(b) hire employees of the Company. Thistriction includes without limitation a prohilmiti on directly or indirectl
employing, or knowingly permitting any Person orsimess directly or indirectly controlled by Empleyeregardless
whether such Person or business is a Competingn&ssi from employing, any person who is employed the
Company. For the period following the terminatioh Employee's employment with the Company, the téemployee
means an individual employed by the Company asefdate of, or within 90 days of, Employee's |last dorked for th
Company.

(c) solicit employees of the Company.isTitestriction includes without limitation a proftibn on directly or indirectl
(i) interfering with, or attempting to disrupt tmelationship, contractual, or otherwise, betwean @ompany and any of
employees, and (i) soliciting, inducing, or atteing to induce employees of the Company to terneimahployment with tt
Company.

(d) compete with the Company. This festm includes without limitation a prohibition odirectly or indirectl



engaging or investing in, owning, managing, opammtifinancing, controlling, participating in the pership, manageme
operation, financing or control of, or being asat®il or in any manner connected with, any Compd@&ingness, whether a
consultant, independent contractor, agent, emplogéeecer, partner, director, shareholder (exceptlitnited partnershi
investments in private equity funds which may inviesventure capitabacked companies (where Employee's invest
represents less than 1% percent ownership intefesty such company) or (ii) investments of lesntth% ownership intere
of the outstanding securities of a corporationtbepentity whose securities are listed on a stoathange or quotation syst
and such entity files periodic reports with the Bées and Exchange Commission), distributor, espntative, or otherwis
alone or in association with any other Personftwithstanding the foregoing, Employee may rendervices for
Competing Business if: such service does not minflith any other restrictions noted in this Paegh 2; the Competit
Business is diversified, and Employee becomes eyadlin a part of the business that is not in diogdnhdirect competitio
with Company.

Employee agrees that the restrictions containegairagraphs 2(a), 2(b), and 2(c) have no geogrdphitation. Employee agrees that
restrictions contained in Paragraph 2(d) are ggdgeally limited as set forth in part (1) below.

Employee acknowledges that (i) the Company's basiieand following the date hereof will be nationascope, (ii) the Company's prodt
and services are and following the date hereoflv@limarketed throughout the United States andtli@Company has competed and follov
the date hereof will compete with other businessatsare or could be located in any part of thetéthBtates. Employee further covenants
agrees that restrictive covenants contained in Algileement are reasonable and necessary to ptbedegitimate business interests of
Company because of the nature and scope of the &vorisbusiness.

If a court or arbitrator of competent jurisdictiaetermines that one or more of the provisions &f Baragraph 2 are invalid, illegal,
unenforceable for any reason, then such provisiopravisions shall be deemed to be reduced in scopgength, as the case may be, tc
extent required to make this Paragraph enforcedblEmployee violates the provisions of this Paegu 2, the periods described therein :
be extended by that number of days which equalaglyeegate of all days during which at any time sungh violations occurred.

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

@ “Competing Business” is defined tolude the following:
(A) any Person engaged in the chain tuginess in the greater New York metropolitan area;
(B) any Person that operates 50 or mm@s in the chain drug business in the UnitedeStat
© Wal-Mart Stores, Inc. or its affikes; and
(D) for an abbreviated simenth period following termination of employmentyaPerson that operates 5(

more stores in the combined food/drug busineskérinited States.

(2) “Customerteans any patient or other customer or prospectiseomer of any Company business unit with re:
to which Employee is substantially engaged or mlesi substantial support during Employe&mployment with tt
Company.

3 “Person’means any individual, corporation, firm, partnepshpint venturer, limited liability company or ai
entity.

Notwithstanding the foregoing provisions of thisd&gaph 2 and the remainder of this Agreementntr-competition provisions of Paragre
2(d) above shall not restrict Employee from perfioigniegal services as a licensed attorney for a fi&img Business to the extent that
attorney licensure requirements in the applicahblésgiction do not permit Employee to agree to tiberwise applicable restrictions
Paragraph 2(d).

3. Non-Inducement . Employee agrees that during the term of his or draployment and for one year following
Employee$ termination of employment, Employee will not ditg or indirectly assist or encourage any Persoerdity in carrying out ar
activity that would be prohibited by the provisiasfsthis Agreement if such activity were carried by Employee.

4. Property . Employee agrees that upon leaving the employmwietite Company, he or she will not take with himher an
of the Companys property, including Confidential Information atrdde secrets, regardless of the form in whichas weld or acquired
Employee, and will immediately return to the Compeaamy and all documents, notes, records, notebooksile telephones, cellu
telephones, computers, PDAs (personal digital &sdis), portable digital storage devices, and simii¢positories of or containing or relating
Confidential Information and Company trade sectatsl including, but not limited to, all copies, @®br abstracts thereof.

5. Consideration and Acknowledgments Employee acknowledges and agrees that the cotsedasacribed in Paragraph
through 4 of this Agreement are essential termd,that an offer of employment and Employegitention bonus would not be provided by
Company in the absence of these covenants. Enmployther acknowledges that these covenants angosigl by adequate consideratiol
set forth in this Agreement, that full compliancéhamhese covenants will not prevent Employee freamning a livelihood following tt
termination of his or her employment, and that ¢hesvenants do not place undue restraint on Emelape are not in conflict with any put
interest. Employee further acknowledges and agresEmployee fully understands these covenaatshiad full and complete opportunity
discuss and resolve any ambiguities or uncertaintegarding these covenants before signing thiseémgent, that these covenants




reasonable and enforceable in every respect, anddiantarily agreed to comply with these covendottsheir stated term. Employ
agrees that in the event he or she is offered gmmat with a Competing Business at any time inftitere, Employee shall immediately no
the Competing Business of the existence of thertawis set forth in Paragraphs 1 through 4 above.

6. Enforcement of This Agreement. Employee acknowledges that compliance with theepants set forth in Paragrapt
through 4 of this Agreement is necessary to endg@léCompany to maintain its competitive positiamg ghat any actual or threatened breac
these covenants will result in irreparable and iooimg damage to the Company for which there wéll i adequate remedy at law. In
event of any actual or threatened breach of thegenants, the Company shall be entitled to injwectelief, including the right to a tempor
restraining order, and other relief, including daes as may be proper along with the Company’'sresys’ fees and court costs. 1
foregoing stipulated damages and remedies of tlep@ay are in addition to, and not to the exclusihrany other damages the Company
be able to prove. In addition, if any court slalany time hold these covenants to be unenforeeahlinreasonable in scope, territory or pe
of time, then the scope, territory or period ofdiof the covenants shall be that determined bydloet to be reasonable.

7. Severability . If any phrase or provision of this Agreement isldesd invalid or unenforceable by a court of corapi
jurisdiction, such phrase, clause or provision Ishaldeemed severed from this Agreement, but vatl affect the enforceability of any otl
provisions of this Agreement, which shall otherwismain in full force and effect. If any restranti or limitation in this Agreement is deen
to be unreasonable, unenforceable or unduly réstiby a court of competent jurisdiction, it shadit be stricken in its entirety and held tot
void and unenforceable, but shall remain effectivthe maximum extent permissible as determinesaiy court.

8. Entire Agreement. Except as provided in (1) and (2) below, this@gmnent represents the entire agreement between the
parties covering confidentiality, non-competitiamdanon-solicitation restrictions, and it superseated renders null and void all prior
agreements (or any portions thereof), arrangen@ntemmunications between the parties covering sesfictions, whether oral or
written. The terms of this Agreement may not lherald or modified except by written agreement ofplayee and the Company.

9. Notification . Employee further agrees that the Company mayynatiyone later employing him or her of the exisean
provisions of this Agreement.

10. Successors and Assigns This Agreement shall be enforceable by the Comiaaud its successors and permitted assigns.
11. General. Employee agrees that:
(@) Waiver of any of the provisions ofstthgreement by the Company in any particular imstashall not be deemec

be a waiver of any provision in any other instaaod/or of the Company'’s other rights at law or urtties Agreement;

(b) The provisions of this Agreement $bal considered severable;
(c) This Agreement shall accrue to andibeing upon the Company and Employee; and
(d) The captions in this Agreement shallfor reference purposes only and shall not affeeiny way the meaning

interpretation of this Agreement.

12. Governing Law . The law of the State of lllinois shall governsthhgreement without regard to its choice of
provisions.




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 define

Interest expense, net of capitalized inte

Capitalized interes

Portions of rentals representative of the intefastor
Fixed charges as defined

Ratio of earnings to fixed charg

Exhibit 12

Fiscal Year
Nine Months Ended Ended

5/31/2011 5/31/201C 8/31/201C
3,042 $ 2,64 $ 3,37:
87z 80¢ 1,10
(8) &) (12
3,90¢ $ 3,44: $ 4,461
56 $ 67 $ 9C

8 9 12

80¢ 732 99¢
87 $ 80¢ $ 1,10(C
4.4¢ 4.2¢ 4.0¢€



EXHIBIT 31.1

CERTIFICATION

I, Gregory D. Wasson, certify that:

1. I have reviewed this quarterly report on Forn-Q of Walgreen Co.
2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statemamtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrant's other certifying officer(syldrare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag defined in Exchange Act Rule 13a-
15(f) and 15-15(f)) for the registrant and hay
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
others within those entities, particularly durithg fperiod in which this report is being prepal

b) Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance rieggifae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealepted accounting principle

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and preséntad report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in thggsteant's internal control over financial repogtithhat occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlgquarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant's imeit control over financial reporting; al

5. The registrant's other certifying officer(sgdrhave disclosed, based on our most recent eti@tuaf internal control over financial
reporting, to the registrant's auditors and thataammmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material Waasses in the design or operation of internalroboter financial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

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

/sl Gregory D. Wasso President and Chief Executive Officer Date: JAne2011
Gregory D. Wasso




EXHIBIT 31.2

CERTIFICATION

I, Wade D. Miquelon, certify that:

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

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or omfittde a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period covered
by this report

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repo

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(d internal control over financial reportirag @defined in Exchange Act Rule 13a-
15(f) and 15-15(f)) for the registrant and hay
a) Designed such disclosure controls and proceduregused such disclosure controls and proceduies tesigned under our supervisi

to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepare

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

c¢) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimethort our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

d) Disclosed in this report any change in the regidsdanternal control over financial reporting tloatcurred during the registrant's most
recent fiscal quarter (the registrant's fourthdlgquarter in the case of an annual report) thathaterially affected, or is reasonably lik
to materially affect, the registrant's internal tohover financial reporting; an

5. The registrant's other certifying officer(s) antbive disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant's auditors and thataammmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's internal
control over financial reporting

Executive Vice President and Chief Financial
/s/ Wade D. Miquelor Officer Date: June 27, 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 Walgré&am, an lllinois corporation (the "Company"), oarf 10-Q for the quarter ended May 31,
2011 as filed with the Securities and Exchange Cimsion (the "Report"), |, Gregory D. Wasson, Chigkcutive Officer of the Company,
certify, pursuant to Section 906 of the Sarbanekeict of 2002, to the best of my knowledge:

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

(2) The information contained in the Reportlfapresents, in all material respects, the findnmadition and results of operations of the
Company.

Is/ Gregory D. Wasson
Gregory D. Wasson

Chief Executive Officer
Dated: June 27, 2011

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



Exhibit 32.2

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

In connection with the Quarterly Report of Walgré&am, an lllinois corporation (the "Company"), oarf 10-Q for the quarter ended May 31,
2011 as filed with the Securities and Exchange Cimsion (the "Report"), I, Wade D. Miquelon, Chigh&ncial Officer of the Company,
certify, pursuant to Section 906 of the Sarbanekeict of 2002, to the best of my knowledge:

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

(2) The information contained in the Reportl§apresents, in all material respects, the finahcondition and results of operations of the
Company.

/s/ Wade D. Miquelon
Wade D. Miquelon

Chief Financial Officer
Dated: June 27, 2011

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



