
 

Walgreen Co. Reports 34th Consecutive Year of Record Sales, Earnings

DEERFIELD, Ill., Sept. 29, 2008 - Walgreen Co. (NYSE, NASDAQ: WAG) today announced its 34th consecutive year of record 
sales and earnings. The company also reported record fourth quarter earnings due in part to aggressive management of 
expenses.

Net earnings for the quarter ended Aug. 31 increased 11.7 percent to $443 million or 45 cents per share (diluted), including 
the benefit of a vacation accrual adjustment of $79 million. That compares to $397 million or 40 cents per share (diluted) in the 
same quarter a year ago. Fiscal year net earnings increased 5.7 percent to $2.16 billion versus last year's $2.04 billion. Net 
earnings per share for fiscal 2008 increased 6.9 percent to $2.17 per share (diluted) versus $2.03 per share (diluted) the 
previous year. 

"We continue to build strong sales and profits, despite the challenging economy," said Walgreens Chairman and CEO Jeffrey 
A. Rein. "Millions of loyal customers are responding every day to our core offerings of overall value and convenience. In fact, 
we recorded share growth in 58 of our top 60 product categories compared to food, drug and mass merchandise competitors 
as measured by A.C. Nielsen."

Sales increased 8.8 percent to a record $14.6 billion for the fourth quarter and 9.8 percent to $59.0 billion for the year. Total 
sales in comparable stores (those open more than a year) were up 2.6 percent in the quarter, while front-end comparable 
drugstore sales rose 3.7 percent in the quarter.

Prescription sales, which accounted for 66 percent of sales in the quarter, climbed 7.9 percent. Adjusted for calendar shifts, 
prescription sales in comparable stores rose 2.8 percent in the quarter, while the number of prescriptions filled in comparable 
stores increased 0.6 percent. That compares to a 1.9 percent decrease in U.S. retail prescription volume (excluding 
Walgreens) during the same period, according to IMS Health and Walgreens figures.

"Tough times are forcing people to make tough choices - delaying doctor visits and prescription use," said Rein. "Even with 
these challenges, our pharmacies are consistently performing ahead of the industry."

Strong cost control continues
Selling, general and administrative expense dollars for the fourth quarter grew 5.5 percent over the year-ago period despite 
opening 199 new drugstores. As a percent to sales, SG&A expenses - at 22.8 - were down seven-tenths of a percent from the 
year-ago quarter. SG&A benefited from a positive adjustment of $79 million, which corrected for historically over-accruing the 
company's vacation liability. Without the vacation accrual credit, SG&A expenses would have increased 8.0 percent - below the 
rate of sales growth. Strong store salary and expense control also contributed to this lower rate of growth.

"We have maintained strong cost control and will continue to evaluate our operations across the company for even more 
efficiencies," said Rein. "In that regard, our store managers are proving their ability to quickly adjust to evolving conditions while 
maintaining focus on customer service."

Gross profit margins decreased four-tenths of a percent versus the year-ago quarter to 27.6 as a percent to sales. This 
includes a LIFO provision of $24.9 million in this year's quarter versus a provision of $32.0 million in last year's fourth quarter. 
Overall margins were negatively impacted by non-retail businesses, including specialty pharmacy, which have lower margins 
and are becoming a greater part of the total business. Retail pharmacy margins increased due to greater use of generics, while 
front end margins were essentially flat. Helping the front end was a shift toward higher margin items, including private brand 
products. Hurting margins were heavier than normal front end promotions.

Emphasis on value
"Going forward, we plan to moderate our promotional activity while focusing on the value of our convenience and services," 
said President Greg Wasson. "In reaction to the economy, we invested more than originally planned in promotional and pricing 
programs in the fourth quarter. While their high value attracted customers, they did not produce the incremental sales we'd 
hoped for."

Affordability and value are critical to today's front-end customers and pharmacy patients. Milestones during the quarter 
included strong acceptance of Walgreens Prescription Savings Club and a 15 percent increase in the chain's private brands 
over a year ago. The latter reflects the tight economy as well as an ongoing initiative to strengthen private brand quality 
standards and update packaging. The Prescription Savings Club topped one million members early this month as it offered 
cost savings to both uninsured and under-insured patients on more than 5,000 generic and brand name medications.  



Fiscal 2008 growth
Walgreens achieved a record net gain of 561 new drugstores, including acquisitions, in fiscal 2008. As of Aug. 31, the 
company operated 6,443 stores in 49 states, the District of Columbia and Puerto Rico versus 5,882 a year ago, and anticipates 
opening 495 net new stores in fiscal 2009. In July, Walgreens announced plans to moderate its organic store growth, slowing to 
approximately 365 net new drugstores in 2011. The move will provide flexibility to invest in the company's core strategies and 
improve overall shareholder value. Capital expenditures, including new stores, distribution centers and IT development, 
reached $2.2 billion in 2008.

"Investing in pharmacy services that are complementary to our retail pharmacies continues," said Wasson. "We currently have 
nearly 600 retail clinics and worksite health centers under our Health and Wellness division. These facilities will position us as 
one of the nation's foremost providers of accessible, low-cost and quality health care." 

Another area where acquisitions have helped Walgreens build its health care offerings is specialty pharmacy. Of the new 
products awaiting FDA approval in 2008, 80 percent are specialty drugs, according to IMS Health.

"We're experiencing strong growth in this business as we become the provider for more and more payors," said Wasson. 
"Earlier this month, we were named one of two specialty providers for Premera, which offers health insurance and related 
services to more than 1.7 million members." 

Walgreens will hold a one-hour conference call to discuss the fourth quarter and fiscal year results beginning at 8:30 a.m. 
eastern time today, Sept. 29. The conference call will be simulcast through Walgreens investor relations Web site at: 
http://investor.walgreens.com. A replay of the conference call will be archived on the Web site for 12 months after the call. 

The replay also will be available from 11:30 a.m. eastern time, Sept. 29 through Oct. 6 by calling 888-203-1112 within the U.S. 
and Canada, or 719-457-0820 outside the U.S. and Canada, using replay code 1858440. 

This news release may contain forward-looking statements that involve risks and uncertainties. The following factors could cause results 
to differ materially from management expectations as projected in such forward-looking statements: seasonal variations, competition, 
risks of new business areas, the availability and cost of real estate and construction, and changes in federal or state legislation or 
regulations. Investors are referred to the "Cautionary Note Regarding Forward-Looking Statements" in the Company's most recent Form 
10-K, which Note is incorporated into this news release by reference. 

http://investor.walgreens.com/







