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PART I. FINANCIAL INFORMATION
Item 1. Consolidated Condensed Financial Statements (Unaudited)

WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS

(UNAUDITED)
(in millions, except shares and per share amounts)

 February 28, 2022 August 31, 2021
Assets   
Current assets:   

Cash and cash equivalents $ 1,887 $ 1,193 
Accounts receivable, net 5,328 5,663 
Inventories 8,947 8,159 
Other current assets 662 800 

Total current assets 16,824 15,814 
Non-current assets:  

Property, plant and equipment, net 12,207 12,247 
Operating lease right-of-use assets 21,730 21,893 
Goodwill 21,958 12,421 
Intangible assets, net 12,352 9,936 
Equity method investments (see Note 6) 6,247 6,987 
Other non-current assets 1,366 1,987 

Total non-current assets 75,859 65,471 
Total assets $ 92,683 $ 81,285 

Liabilities, redeemable non-controlling interest and equity   
Current liabilities:   

Short-term debt $ 2,105 $ 1,305 
Trade accounts payable (see Note 17) 11,178 11,136 
Operating lease obligations 2,277 2,259 
Accrued expenses and other liabilities 7,006 7,260 
Income taxes 132 94 

Total current liabilities 22,699 22,054 
Non-current liabilities:   

Long-term debt 11,203 7,675 
Operating lease obligations 21,951 22,153 
Deferred income taxes 1,892 1,850 
Other non-current liabilities 3,259 3,413 

Total non-current liabilities 38,305 35,091 
Commitments and contingencies (see Note 11)
Total liabilities 61,004 57,145 
Redeemable non-controlling interest 812 319 
Equity:

Preferred stock $.01 par value; authorized 32 million shares, none issued — — 
Common stock $.01 par value; authorized 3.2 billion shares; issued 1,172,513,618 at February 28,
2022 and August 31, 2021 12 12 
Paid-in capital 10,973 10,988 
Retained earnings 38,757 35,121 
Accumulated other comprehensive loss (2,328) (2,109)
Treasury stock, at cost; 308,740,154 shares at February 28, 2022 and 307,139,982 shares at August
31, 2021 (20,712) (20,593)

Total Walgreens Boots Alliance, Inc. shareholders’ equity 26,702 23,419 
Non-controlling interests 4,166 402 

Total equity 30,867 23,822 
Total liabilities, redeemable non-controlling interest and equity $ 92,683 $ 81,285 

The accompanying notes to Consolidated Condensed Financial Statements are an integral part of these statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF EQUITY

(UNAUDITED)
For the three and six months ended February 28, 2022

(in millions, except shares)

Three months ended February 28, 2022
Equity attributable to Walgreens Boots Alliance, Inc.

Common stock
shares

Common
stock

amount
Treasury

stock amount
Paid-in
capital

Accumulated other
comprehensive
income (loss)

Retained
earnings

Non-controlling
interests Total equity

November 30, 2021 863,842,376 $ 12 $ (20,700) $ 10,966 $ (2,301) $ 38,286 $ 4,316 $ 30,579 
Net earnings — — — — — 883 (65) 818 
Other comprehensive income
(loss), net of tax — — — — (26) — 3 (24)
Dividends declared and
distributions — — — — — (413) (6) (419)
Treasury stock purchases (730,250) — (33) — — — — (33)
Employee stock purchase and
option plans 661,338 — 21 (7) — — — 14 
Stock-based compensation — — — 44 — — 35 79 
Acquisition of non-controlling
interests — — — 62 — — (116) (55)
Redeemable non-controlling
interests redemption price
adjustments — — — (83) — — — (83)
Non-controlling interests
contribution and other — — — (8) — — — (8)
February 28, 2022 863,773,464 $ 12 $ (20,712) $ 10,973 $ (2,328) $ 38,757 $ 4,166 $ 30,867 

Six months ended February 28, 2022
 Equity attributable to Walgreens Boots Alliance, Inc.   

 
Common stock

shares

Common
stock

amount
Treasury

stock amount
Paid-in
capital

Accumulated other
comprehensive
income (loss)

Retained
earnings

Non-controlling
interests Total equity

August 31, 2021 865,373,636 $ 12 $ (20,593) $ 10,988 $ (2,109) $ 35,121 $ 402 $ 23,822 
Net earnings (loss) — — — — — 4,463 (93) 4,370 
Other comprehensive income
(loss), net of tax — — — — (220) — — (220)
Dividends declared and
distributions — — — — — (828) (6) (834)
Treasury stock purchases (3,910,000) — (187) — — — — (187)
Employee stock purchase and
option plans 2,309,828 — 68 (66) — — — 2 
Stock-based compensation — — — 80 — — 35 115 
Acquisition of non-controlling
interests — — — 62 — — (116) (55)
Business combination — — — — — — 3,944 3,944 
Redeemable non-controlling
interests redemption price
adjustments — — — (90) — — — (90)
Non-controlling interests
contribution and other — — — — — — — — 
February 28, 2022 863,773,464 $ 12 $ (20,712) $ 10,973 $ (2,328) $ 38,757 $ 4,166 $ 30,867 
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF EQUITY

(UNAUDITED)
For the three and six months ended February 28, 2022

(in millions, except shares)

Three months ended February 28, 2021
 Equity attributable to Walgreens Boots Alliance, Inc.   

 
Common stock

shares

Common
stock

amount
Treasury

stock amount
Paid-in
capital

Accumulated other
comprehensive
income (loss)

Retained
earnings

Non-controlling
interests Total equity

November 30, 2020 863,901,817 $ 12 $ (20,642) $ 10,876 $ (3,682) $ 33,495 $ 506 $ 20,563 
Net earnings (loss) — — — — — 1,026 (1) 1,025 
Other comprehensive income, net
of tax — — — — 376 — 9 385 
Dividends declared — — — — — (405) — (405)
Employee stock purchase and
option plans 492,601 — 16 1 — — — 17 
Stock-based compensation — — — 34 — — — 34 
Business combination — — — 4 — — — 4 
Other — — — 1 — — — 1 
February 28, 2021 864,394,418 $ 12 $ (20,626) $ 10,916 $ (3,306) $ 34,116 $ 514 $ 21,625 

Six months ended February 28, 2021
 Equity attributable to Walgreens Boots Alliance, Inc.   

 
Common stock

shares

Common
stock

amount
Treasury

stock amount
Paid-in
capital

Accumulated other
comprehensive
income (loss)

Retained
earnings

Non-controlling
interests Total equity

August 31, 2020 865,603,519 $ 12 $ (20,575) $ 10,761 $ (3,771) $ 34,210 $ 498 $ 21,136 
Net earnings — — — — — 718 8 726 
Other comprehensive income, net
of tax — — — — 465 — 11 476 
Dividends declared — — — — — (810) — (810)
Treasury stock purchases (3,000,000) — (110) — — — — (110)
Employee stock purchase and
option plans 1,790,899 — 59 (38) — — — 21 
Stock-based compensation — — — 70 — — — 70 
Adoption of new accounting
standards — — — — — (3) (3) (6)
Business combination — — — 120 — — — 120 
Other — — — 2 — — — 2 
February 28, 2021 864,394,418 $ 12 $ (20,626) $ 10,916 $ (3,306) $ 34,116 $ 514 $ 21,625 

The accompanying notes to Consolidated Condensed Financial Statements are an integral part of these statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS
(UNAUDITED)

(in millions, except per share amounts)

 Three months ended February 28, Six months ended February 28,
 2022 2021 2022 2021
Sales $ 33,756 $ 32,779 $ 67,656 $ 64,217 
Cost of sales 26,047 25,998 52,374 50,806 
Gross profit 7,708 6,781 15,283 13,411 
Selling, general and administrative expenses 6,565 6,029 12,956 11,820 
Equity earnings (loss) in AmerisourceBergen 103 80 202 (1,293)
Operating income 1,246 832 2,529 298 
Other (expense) income (198) 251 2,418 313 
Earnings before interest and tax 1,047 1,083 4,947 611 
Interest expense, net 100 137 186 272 
Earnings before tax 947 946 4,761 339 
Income tax provision (benefit) 172 42 447 (165)
Post tax earnings from other equity method investments 31 13 24 29 
Net earnings from continuing operations 806 918 4,337 532 
Net earnings from discontinued operations — 107 — 194 
Net earnings 806 1,025 4,337 726 
Net (loss) earnings attributable to non-controlling interests -
continuing operations (78) (4) (126) 1 
Net earnings attributable to non-controlling interests -
discontinued operations — 3 — 7 
Net earnings attributable to Walgreens Boots Alliance, Inc. $ 883 $ 1,026 $ 4,463 $ 718 

Net earnings attributable to Walgreens Boots Alliance, Inc.:
Continuing operations $ 883 $ 922 $ 4,463 $ 531 
Discontinued operations — 104 — 187 
Total $ 883 $ 1,026 $ 4,463 $ 718 

Basic net earnings per common share:   
Continuing operations $ 1.02 $ 1.07 $ 5.16 $ 0.61 
Discontinued operations — 0.12 — 0.22 
Total $ 1.02 $ 1.19 $ 5.16 $ 0.83 

Diluted net earnings per common share:
Continuing operations $ 1.02 $ 1.06 $ 5.15 $ 0.61 
Discontinued operations — 0.12 — 0.22 
Total $ 1.02 $ 1.19 $ 5.15 $ 0.83 

Weighted average common shares outstanding:   
Basic 863.5 864.2 864.6 864.7 
Diluted 865.2 865.6 866.4 865.7 

The accompanying notes to Consolidated Condensed Financial Statements are an integral part of these statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

(in millions)

 Three months ended February 28, Six months ended February 28,
 2022 2021 2022 2021
Comprehensive income:   
Net earnings $ 806 $ 1,025 $ 4,337 $ 726 

Other comprehensive (loss) income, net of tax:   
Pension/postretirement obligations (8) (2) (13) 9 
Unrealized gain on cash flow hedges — 9 1 13 
Net investment hedges (20) (49) 24 (56)
Available for sale debt securities — — (96) — 
Share of other comprehensive (loss) income of equity
method investments (80) 15 (125) 20 
Currency translation adjustments 84 413 (10) 490 

Total other comprehensive (loss) income (24) 385 (220) 476 
Total comprehensive income 782 1,410 4,117 1,202 

Comprehensive (loss) income attributable to non-controlling
interests (75) 8 (126) 19 
Comprehensive income attributable to Walgreens Boots
Alliance, Inc. $ 857 $ 1,402 $ 4,243 $ 1,183 

The accompanying notes to Consolidated Condensed Financial Statements are an integral part of these statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(UNAUDITED)

(in millions)

 Six months ended February 28,
 2022 2021
Cash flows from operating activities:   

Net earnings $ 4,337 $ 726 
Adjustments to reconcile net earnings to net cash provided by operating activities:   

Depreciation and amortization 1,024 948 
Deferred income taxes 94 (264)
Stock compensation expense 170 70 
Equity (earnings) loss from equity method investments (226) 1,253 
Gain on previously held investment interests (2,576) — 
Gain on sale of equity method investment — (191)
Impairment of equity method investments and investments in equity securities 190 — 
Other (60) (104)
Changes in operating assets and liabilities:   

Accounts receivable, net 495 (556)
Inventories (803) (248)
Other current assets (37) (9)
Trade accounts payable 46 743 
Accrued expenses and other liabilities (476) 254 
Income taxes 154 (53)
Other non-current assets and liabilities (147) (12)

Net cash provided by operating activities 2,184 2,556 
Cash flows from investing activities:   

Additions to property, plant and equipment (870) (692)
Proceeds from sale-leaseback transactions 475 452 
Proceeds from sale of other assets 33 269 
Business, investment and asset acquisitions, net of cash acquired (1,918) (1,314)
Other 99 (71)
Net cash used for investing activities (2,181) (1,356)

Cash flows from financing activities:   
Net change in short-term debt with maturities of 3 months or less 1,289 350 
Proceeds from debt 9,928 6,538 
Payments of debt (7,331) (6,503)
Acquisition of non-controlling interests (2,108) — 
Stock purchases (187) (110)
Proceeds related to employee stock plans 32 21 
Cash dividends paid (833) (808)
Other (22) (134)
Net cash provided by (used for) financing activities 769 (647)

Effect of exchange rate changes on cash, cash equivalents and restricted cash (16) 13 
Changes in cash, cash equivalents and restricted cash:   

Net increase in cash, cash equivalents and restricted cash 756 566 
Cash, cash equivalents and restricted cash at beginning of period 1,270 746 
Cash, cash equivalents and restricted cash at end of period $ 2,027 $ 1,311 

The accompanying notes to Consolidated Condensed Financial Statements are an integral part of these statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

Note 1. Accounting policies

Basis of presentation
The Consolidated Condensed Financial Statements of Walgreens Boots Alliance, Inc. (“Walgreens Boots Alliance” or the “Company”) included herein have
been prepared pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) regarding interim financial reporting. The
Consolidated Condensed Financial Statements include all subsidiaries in which the Company holds a controlling interest. The Company uses the equity
method of accounting for equity investments in less than majority-owned companies if the investment provides the ability to exercise significant influence.
All intercompany transactions have been eliminated.

The Consolidated Condensed Financial Statements included herein are unaudited. Certain information and footnote disclosures normally included in
financial statements prepared in accordance with generally accepted accounting principles in the United States (“GAAP”) have been condensed or omitted
pursuant to such rules and regulations, although the Company believes that the disclosures are adequate to make the information presented not misleading.
These unaudited Consolidated Condensed Financial Statements should be read in conjunction with the audited financial statements and the notes thereto
included in the Walgreens Boots Alliance Annual Report on Form 10-K for the fiscal year ended August 31, 2021, as amended by Form 10-K/A for the fiscal
year ended August 31, 2021 filed on November 24, 2021.

The preparation of financial statements in accordance with GAAP requires management to use judgment in the application of accounting policies, including
making estimates and assumptions. The Company bases its estimates on the information available at the time, its experiences and various other assumptions
believed to be reasonable under the circumstances, including estimates of the impact of the COVID-19 pandemic (“COVID-19”). The extent to which
COVID-19 impacts the Company’s business and financial results will depend on numerous factors discussed throughout this Quarterly Report on Form 10-Q
including, but not limited to, the severity and duration of COVID-19, the extent to which it will impact our customers, team members, suppliers, vendors,
business partners and distribution channels. The Company assessed certain accounting matters that require consideration of estimates and assumptions in
context with the information reasonably available to the Company and the unknown future impacts of COVID-19 as of February 28, 2022 and through the
date of this report. The accounting matters assessed included, but were not limited to, the Company’s carrying value of goodwill, intangible and other long-
lived assets, including operating lease right-of-use assets. The Company’s future assessment of the magnitude and duration of COVID-19, as well as other
factors, could result in material impacts to the Company’s consolidated financial statements in future reporting periods. Adjustments may be made in
subsequent periods to reflect more current estimates and assumptions about matters that are inherently uncertain. Actual results may differ.

In the opinion of management, the unaudited Consolidated Condensed Financial Statements for the interim periods presented include all adjustments
necessary to present a fair statement of the results for such interim periods. The impact of COVID-19, the influence of certain holidays, seasonality, foreign
currency rates, changes in vendor, payor and customer relationships and terms, strategic transactions including acquisitions, dispositions, changes in laws and
general economic conditions in the markets in which the Company operates and other factors on the Company’s operations and net earnings for any period
may not be comparable to the same period in previous years.

On June 1, 2021, the Company completed the sale of the majority of the Company's Alliance Healthcare business as well as a portion of the Company’s retail
pharmacy international businesses in Europe (“Disposal Group”) to AmerisourceBergen Corporation (“AmerisourceBergen”). The Disposal Group met the
criteria to be reported as discontinued operations. Therefore, the operating results of the Disposal Group are reported as discontinued operations for all prior
periods.

Effective as of the first quarter of fiscal year 2022, the Company is aligned into three reportable segments: United States, International and Walgreens Health.
Unless otherwise specified, disclosures in these Consolidated Condensed Financial Statements reflect continuing operations only. See Note 2. Discontinued
operations and Note 15. Segment reporting for further information.

Certain amounts in the Consolidated Condensed Financial Statements and associated notes may not add due to rounding. Percentages have been calculated
using unrounded amounts for all periods presented.

WBA Q2 2022 Form 10-Q 9



Table of Contents
WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

Note 2. Discontinued operations

On June 1, 2021, the Company completed the sale of Alliance Healthcare, for total consideration of $6.9 billion, which included cash consideration of
$6.7 billion, subject to net working capital and net cash adjustments and 2 million shares of AmerisourceBergen common stock.

As of November 30, 2021, Other current assets included a $98 million receivable for purchase price consideration due from AmerisourceBergen that was
subject to change upon the finalization of net working capital adjustments. During the three months ended February 28, 2022, the Company finalized the
working capital adjustments with AmerisourceBergen resulting in a $38 million reduction in this receivable balance. This reduction of $38 million is
recognized as a charge in the Consolidated Condensed Statement of Earnings, in Other (expense) income.

The operating results of the Disposal Group are reported as discontinued operations as the disposition reflected a strategic shift that has, or will have, a major
effect on the Company’s operations and financial results.

Results of discontinued operations for prior periods were as follows (in millions):
Three months ended
February 28, 2021

Six months ended
February 28, 2021

Sales $ 5,243 $ 10,570 
Cost of sales 4,713 9,530 
Gross profit 530 1,039 
Selling, general and administrative expense 401 816 
Operating income from discontinued operations 129 223 
Other expense (9) (15)
Earnings before income tax – discontinued operations 120 208 
Income tax provision 16 24
Post tax earnings from other equity method investments 3 10
Net earnings from discontinued operations $ 107 $ 194 

Sales in prior periods from the Disposal Group to the Company's continuing operations are not eliminated and aggregate to (in millions):
Three months ended
February 28, 2021

Six months ended
February 28, 2021

Sales $ 456 $ 914 

Cash flows from operating and investing activities for discontinued operations in prior periods are (in millions):
Six months ended
February 28, 2021

Cash used for operating activities - discontinued operations $ (138)
Cash used for investing activities - discontinued operations $ (31)

See Note 17. Related parties, to the Consolidated Condensed Financial Statements for more information on the Company's transactions and continuing
involvement with AmerisourceBergen.

WBA Q2 2022 Form 10-Q 10



Table of Contents
WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

Note 3. Acquisitions and other investments

VillageMD
On November 24, 2021, the Company completed the acquisition of Village Practice Management Company, LLC (“VillageMD”). Pursuant to the terms and
subject to the conditions set forth in the Unit Purchase Agreement, the Company purchased additional outstanding equity interests of VillageMD, increasing
the Company’s total beneficial ownership in VillageMD’s outstanding equity interests from approximately 30% to approximately 63%, on a fully diluted
basis, for a purchase price of $5.2 billion. The total purchase price comprises cash consideration of $4.0 billion and a promissory note of $1.2 billion. The
cash consideration of $4.0 billion consisted of $2.9 billion paid to existing shareholders, including $1.9 billion paid to existing shareholders as part of the
fully subscribed tender offer concluded on December 28, 2021, and $1.1 billion paid in exchange for new preferred units issued by VillageMD. Subject to
notice being served, the Company has an option to prepay, and VillageMD has an option to require redemption of, the promissory note at any time. The
promissory note is eliminated in consolidation within the Consolidated Condensed Balance Sheets.

The Company accounted for this acquisition as a business combination resulting in consolidation of VillageMD within the Walgreens Health segment in its
financial statements. A non-controlling interest was recognized at fair value. During the three months ended February 28, 2022, the Company recorded
certain measurement period adjustments based on additional information primarily to intangibles assets which did not have a material impact on goodwill. As
of February 28, 2022, the Company had not completed the analysis to assign fair values to all tangible and intangible assets acquired. As such, the
preliminary purchase price allocation will be subject to further refinement and may change. These changes may relate to finalization of the fair value of the
purchase consideration and the allocation of purchase consideration to all tangible and intangible assets acquired and identified.

As a result of this acquisition, in the three months ended November 30, 2021, the Company recognized a pre-tax gain in Other income in the Consolidated
Condensed Statements of Earnings of $1,597 million related to the fair valuation of the Company’s previously held minority equity interest. The Company
also recorded a pre-tax gain of $577 million in Other income in the Consolidated Condensed Statements of Earnings related to the conversion to equity of the
Company’s previously held investment in convertible debt securities of VillageMD, reclassified from within accumulated other comprehensive income.

The following table summarizes the consideration for the acquisition and the preliminary amounts of identified assets acquired and liabilities assumed at the
date of the transaction (in millions):

Purchase Price Allocation:
Total purchase price $ 5,200 
Less: purchase price for issuance of new preferred units at fair value (2,300)
Net consideration 2,900 
Fair value of share-based compensation awards attributable to pre-combination services 683 
Fair value of previously held equity and debt 3,211 
Fair value of non-controlling interest 3,257 
Total $ 10,051 

Identifiable assets acquired and liabilities assumed:
Tangible assets $ 734 
Intangible assets 1,621 
Liabilities (340)
Total identifiable net assets $ 2,016 

Goodwill $ 8,036 

Comprises cash consideration of $1.1 billion and a promissory note of $1.2 billion. This consideration was provided in exchange for the issuance of
new preferred units by VillageMD. VillageMD’s tangible assets acquired exclude this $1.1 billion of cash and $1.2 billion promissory note receivable.
Primarily related to vested share-based compensation awards.

1

2

1

1.

2.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

The goodwill represents anticipated future growth and expansion opportunities into new markets. Pro forma sales and net earnings of the Company, assuming
the acquisition had occurred at the beginning of each period presented, would not be materially different from the results reported.

Shields acquisition
On October 29, 2021, the Company completed the acquisition of Shields Health Solutions Parent, LLC (“Shields”). Pursuant to the terms and subject to the
conditions set forth in the Securities Purchase Agreement, the Company purchased additional outstanding equity interests of Shields, increasing the
Company’s total beneficial ownership in Shields’ outstanding equity interests from 25% to approximately 70%, on a fully diluted basis, for cash
consideration of $969 million, subject to certain purchase price adjustments.

The Company accounted for this acquisition as a business combination resulting in consolidation of Shields within the Walgreens Health segment in its
financial statements. A non-controlling interest was recognized at fair value. Under the terms of the transaction agreements, the Company has an option to
acquire the remaining equity interests of Shields in the future. Shields’ other equity holders will also have an option to require the Company to purchase the
remaining equity interests. Considering the contractual terms related to the non-controlling interest, it is classified as redeemable non-controlling interest in
the Consolidated Condensed Balance Sheets.

As of February 28, 2022, the Company had not completed the analysis to assign fair values to all tangible and intangible assets acquired. As such, the
preliminary purchase price allocation will be subject to further refinement and may result in changes. These changes may relate to finalization of the fair
value of the purchase consideration and the allocation of purchase consideration to all tangible and intangible assets acquired and identified.

As a result of this acquisition, in the three months ended November 30, 2021, the Company remeasured its previously held minority equity interest in Shields
at fair value resulting in a pre-tax gain of $402 million recognized in Other income in the Consolidated Condensed Statements of Earnings.

The following table summarizes the consideration for the acquisition and the preliminary amounts of identified assets acquired and liabilities assumed at the
date of the transaction (in millions):

Purchase Price Allocation:
Cash consideration $ 969 
Fair value of share-based compensation awards attributable to pre-combination services 13 
Fair value of previously held equity interests 502 
Fair value of non-controlling interests 589 
Total $ 2,074 

Identifiable assets acquired and liabilities assumed:
Tangible assets $ 84 
Intangible assets 1,060 
Liabilities (528)
Total identifiable net assets $ 616 

Goodwill $ 1,457 

The goodwill represents anticipated future growth and expansion opportunities into new healthcare offerings. Pro forma sales and net earnings of the
Company, assuming the acquisition had occurred at the beginning of each period presented, would not be materially different from the results reported.

See Note 15. Segment reporting and Note 16. Sales for further information.

WBA Q2 2022 Form 10-Q 12



Table of Contents
WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

Other acquisitions and investments
The Company acquired certain prescription files and related pharmacy inventory primarily in the U.S. for the aggregate purchase price of $42 million and
$116 million during the three and six months ended February 28, 2022, respectively and $28 million and $66 million during the three and six months ended
February 28, 2021, respectively.

Note 4. Exit and disposal activities

Transformational Cost Management Program

On December 20, 2018, the Company announced a transformational cost management program that was expected to deliver in excess of $2.0 billion of
annual cost savings by fiscal year 2022 (the “Transformational Cost Management Program”). The Company achieved this goal at the end of fiscal year 2021.

On October 12, 2021, the Company expanded and extended the Transformational Cost Management Program through the end of fiscal 2024. As a result, the
Company increased its annual cost savings target to $3.3 billion by the end of fiscal 2024. The Company is on track to achieve the savings target.

The Transformational Cost Management Program, which is multi-faceted and includes divisional optimization initiatives, global smart spending, global smart
organization and the transformation of the Company’s information technology (IT) capabilities, is designed to help the Company achieve increased cost
efficiencies. To date, the Company has taken actions across all aspects of the Transformational Cost Management Program which focus on the United States
and International reportable segments along with the Company’s global functions. Divisional optimization within the Company’s segments includes activities
such as optimization of stores. As a result of the expanded program, the Company plans to reduce its presence by up to 150 Boots stores in the UK and up to
150 stores in the United States over the next three years which are incremental to the previously planned reductions of approximately 200 Boots stores in the
UK and approximately 250 stores in the U.S.

The Company currently estimates that the Transformational Cost Management Program will result in cumulative pre-tax charges to its GAAP financial
results of approximately $3.6 billion to $3.9 billion, of which $3.3 billion to $3.6 billion are expected to be recorded as exit and disposal activities. In
addition to these impacts, as a result of the actions related to store closures taken under the Transformational Cost Management Program, the Company
recorded $508 million of transition adjustments to decrease retained earnings due to the adoption of the new lease accounting standard (Topic 842) that
became effective on September 1, 2019.

Since the inception of the Transformational Cost Management Program to February 28, 2022, the Company has recognized cumulative pre-tax charges to its
financial results in accordance with GAAP of $1.5 billion, which were primarily recorded within selling, general and administrative expenses. These charges
included $448 million related to lease obligations and other real estate costs, $296 million in asset impairments, $592 million in employee severance and
business transition costs and $175 million of information technology transformation and other exit costs.

Costs related to exit and disposal activities under the Transformational Cost Management Program for the three and six months ended February 28, 2022 and
2021 were as follows (in millions):

Three months ended February 28, 2022 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 5 $ 1 $ — $ 5 
Asset impairments 1 3 — 4 
Employee severance and business transition costs 36 — 5 41 
Information technology transformation and other exit costs 1 4 — 5 
Total pre-tax exit and disposal charges $ 43 $ 8 $ 5 $ 56 
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Six months ended February 28, 2022 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 91 $ 3 $ — $ 95 
Asset impairments 16 28 — 44 
Employee severance and business transition costs 56 9 14 79 
Information technology transformation and other exit costs 2 11 — 13 
Total pre-tax exit and disposal charges $ 166 $ 51 $ 14 $ 231 

Three months ended February 28, 2021 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 18 $ — $ — $ 18 
Asset impairments 1 3 — 4 
Employee severance and business transition costs 99 6 17 122 
Information technology transformation and other exit costs 4 7 — 11 
Total pre-tax exit and disposal charges $ 122 $ 16 $ 17 $ 154 

Six months ended February 28, 2021 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 40 $ — $ — $ 40 
Asset impairments 5 — — 5 
Employee severance and business transition costs 111 34 29 174 
Information technology transformation and other exit costs 14 2 — 15 
Total pre-tax exit and disposal charges $ 170 $ 36 $ 29 $ 235 

The changes in liabilities and assets related to the exit and disposal activities under Transformational Cost Management Program include the following (in
millions):

Lease obligations
and other real

estate costs Asset Impairments

Employee
severance and

business transition
costs

Information
technology

transformation and
other exit costs Total

Balance at August 31, 2021 $ 17 $ — $ 77 $ 20 $ 114 
Costs 95 44 79 13 231 
Payments (39) — (104) (18) (160)
Other (55) (44) (3) — (102)
Balance at February 28, 2022 $ 18 $ — $ 50 $ 16 $ 83 

Note 5. Leases

The Company leases certain retail stores, clinics, warehouses, distribution centers, office space, land, and equipment. For the majority of leases in the U.S.,
the initial lease term is typically 15 to 25 years, followed by additional terms containing renewal options typically at five-year intervals, and may include rent
escalation clauses. Non-U.S. leases are typically for shorter terms and may include cancellation clauses or renewal options. Lease commencement is the date
the Company has the right to control the property. The Company recognizes operating lease rent expense on a straight-line basis over the term of the lease. In
addition to minimum fixed rentals, some leases provide for contingent rentals based upon a portion of sales.
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Supplemental Balance sheet information related to leases were as follows (in millions):

Balance sheet supplemental information: February 28, 2022 August 31, 2021
Operating Leases:

Operating lease right-of-use assets $ 21,730 $ 21,893 

Operating lease obligations - current 2,277 2,259 
Operating lease obligations - non-current 21,951 22,153 

Total operating lease obligations $ 24,228 $ 24,412 
Finance Leases:

Right-of-use assets included in:
Property, plant and equipment, net $ 712 $ 725 

Lease obligations included in:
Accrued expenses and other liabilities 38 37 
Other non-current liabilities 965 974 

Total finance lease obligations $ 1,003 $ 1,010 

Supplemental Statement of earnings information related to leases were as follows (in millions):

Three months ended February 28, Six months ended February 28,
Statement of earnings supplemental information: 2022 2021 2022 2021
Operating lease cost

Fixed $ 815 $ 818 $ 1,619 $ 1,606 
Variable 197 159 402 319 

Finance lease cost
Amortization $ 11 $ 11 $ 22 $ 22 
Interest 13 13 26 26 

Sublease income $ 26 $ 21 $ 51 $ 41 
Impairment of right-of-use assets 3 5 71 15 
Gain on sale and leaseback 148 95 235 187 

Includes real estate property taxes, common area maintenance, insurance and rental payments based on sales volume.
Recorded within selling, general and administrative expenses.
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Other supplemental information related to leases were as follows (in millions):

Six months ended February 28,
Other supplemental information: 2022 2021
Cash paid for amounts included in the measurement of lease obligations:

Operating cash outflows from operating leases $ 1,666 $ 1,702 
Operating cash outflows from finance leases 23 24 
Financing cash outflows from finance leases 21 20 

Total $ 1,710 $ 1,746 

Right-of-use assets obtained in exchange for new lease obligations:
Operating leases $ 1,005 $ 1,492 
Finance leases 11 — 

Total $ 1,016 $ 1,492 

Weighted average lease terms and discount rates for real estate leases were as follows:

Weighted average terms and discount rates: February 28, 2022 August 31, 2021
Weighted average remaining lease term in years:

Operating leases 10.2 10.3
Finance leases 19.6 20.2

Weighted average discount rate:
Operating leases 4.74 % 4.77 %
Finance leases 5.18 % 5.18 %

The aggregate future lease payments for operating and finance leases as of February 28, 2022 were as follows (in millions):

Future lease payments:
Fiscal year Finance lease Operating lease
2022 (Remaining period) $ 45 $ 1,734 
2023 89 3,388 
2024 89 3,280 
2025 88 3,166 
2026 87 3,056 
2027 87 2,942 
Later 1,067 13,041 
Total undiscounted minimum lease payments $ 1,551 $ 30,607 
Less: Present value discount (548) (6,379)
Lease liability $ 1,003 $ 24,228 
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Note 6. Equity method investments

Equity method investments were as follows (in millions, except percentages):
 February 28, 2022 August 31, 2021

 Carrying value
Ownership
percentage Carrying value

Ownership
percentage

AmerisourceBergen $ 4,363 28% $ 4,407 28%
Others 1,884 8% - 50% 2,580 8% - 50%
Total $ 6,247  $ 6,987  

AmerisourceBergen investment
As of February 28, 2022 and August 31, 2021, the Company owned 58,854,867 AmerisourceBergen common shares, representing approximately 28.2% of
its outstanding common stock based on the most recent share count publicly reported by AmerisourceBergen in its most recent quarterly report on Form 10-
Q.

The Company accounts for its equity investment in AmerisourceBergen using the equity method of accounting, with the net earnings (loss) attributable to the
Company’s investment being classified within the operating income of its United States segment. Due to the timing and availability of financial information
of AmerisourceBergen, the Company accounts for this equity method investment on a financial reporting lag of two months. Equity earnings (loss) from
AmerisourceBergen are reported as a separate line in the Consolidated Condensed Statements of Earnings.

During the six months ended February 28, 2022 and 2021, the Company recognized equity income of $202 million and equity losses of $1.3 billion, in
AmerisourceBergen, respectively. The equity losses for the period ended February 28, 2021 were primarily due to AmerisourceBergen's recognition of loss
of $5.6 billion, net of tax, related to its ongoing opioid litigation in its financial statements for the three months ended September 30, 2020.

The Level 1 fair market value of the Company’s equity investment in AmerisourceBergen common stock at February 28, 2022 and August 31, 2021 was $8.4
billion and $7.2 billion, respectively. As of February 28, 2022 the carrying value of the Company’s investment in AmerisourceBergen exceeded its
proportionate share of the net assets of AmerisourceBergen by $4.3 billion. This premium of $4.3 billion was recognized as part of the carrying value in the
Company’s equity investment in AmerisourceBergen. The difference was primarily related to goodwill and the fair value of AmerisourceBergen intangible
assets.

Other investments
The Company’s other equity method investments include its U.S. investments in Option Care Health, through its subsidiary HC Group Holdings I, LLC, and
BrightSpring Health Services, and the Company’s investments in China in Sinopharm Medicine Holding Guoda Drugstores Co., Ltd, Guangzhou
Pharmaceuticals Corporation and Nanjing Pharmaceutical Company Limited.

The Company reported $31 million and $13 million of post-tax equity earnings from other equity method investments for the three months ended February
28, 2022 and 2021, respectively. The Company reported $24 million and $29 million of post-tax equity earnings from other equity method investments for
the six months ended February 28, 2022 and 2021, respectively.

During the three months ended February 28, 2022, the Company recognized an other-than-temporary impairment of $124 million related to an equity method
investment in China. The impairment was derived using Level 3 inputs, including financial projections and market multiples of comparable companies.

During the three months ended November 30, 2021, the Company acquired majority equity interests in VillageMD and Shields. The Company accounted for
these acquisitions as business combinations resulting in the remeasurement of its previously held minority equity interests and convertible debt securities at
fair value resulting in pre-tax gains of $2.2 billion and $402 million for VillageMD and Shields, respectively, recognized in Other income in the Consolidated
Condensed Statements of Earnings. As a result of these transactions, the Company now consolidates VillageMD and Shields within the Walgreens Health
segment in its financial statements. During the three months ended February 28, 2021, the Company recorded a gain of $191 million in Other (expense)
income due to a partial sale of its equity method investment in Option Care Health.
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Summarized financial information

Summarized financial information for the Company’s equity method investments in aggregate is as follows:

Statements of earnings (loss) (in millions)
 Three months ended February 28, Six months ended February 28,

2022 2021 2022 2021
Sales $ 67,955 $ 59,425 $ 135,543 $ 115,527 
Gross Profit 3,389 2,672 6,809 5,089 
Net earnings (loss) 564 486 872 (4,329)
Share of earnings (loss) from equity method investments 133 94 226 (1,264)

The summarized financial information for equity method investments has been included on an aggregated basis for all investments as reported for the three
and six months ended February 28, 2022 and 2021, respectively.

Note 7. Goodwill and other intangible assets

Goodwill and indefinite-lived intangible assets are evaluated for impairment annually during the fourth quarter, or more frequently if an event occurs or
circumstances change that would more likely than not reduce the fair value of a reporting unit or intangible asset below its carrying value.

Based on the analysis completed during fiscal year 2021, as of the June 1, 2021 valuation date, the fair values of the Company’s reporting units exceeded
their carrying amounts ranging from approximately 18% to approximately 195%. Boots reporting unit's fair value was in excess of its carrying value by
approximately 18%, compared to a nominal amount as of June 1, 2020. Other international reporting unit's fair value was in excess of its carrying value by
approximately 29%. As of February 28, 2022, the carrying values of goodwill were $1.0 billion and $384 million for the Boots reporting unit and the Other
international reporting unit, respectively.

As of June 1, 2021, the fair values of indefinite-lived intangibles within the Boots reporting unit exceeded their carrying value amounts ranging from
approximately 5% to approximately 27%. As of February 28, 2022 and August 31, 2021, the carrying value of the indefinite-lived intangibles within the
Boots reporting unit was $7.3 billion.

The determination of the fair value of the reporting units requires the Company to make significant estimates and assumptions with respect to the business
and financial performance of the Company’s reporting units, as well as how such performance may be impacted by COVID-19. Although the Company
believes its estimates of fair value are reasonable, actual financial results could differ from those estimates due to the inherent uncertainty involved in making
such estimates. Changes in assumptions concerning future financial results or other underlying assumptions, including the impact of COVID-19, could have
a significant impact on either the fair value of the reporting units and indefinite-lived intangibles, the amount of any goodwill and indefinite-lived intangible
impairment charges, or both. These estimates can be affected by a number of factors including, but not limited to, the impact of COVID-19, its severity,
duration and its impact on global economies, general economic conditions as well as our profitability. The Company will continue to monitor these potential
impacts, including the impact of COVID-19 and economic, industry and market trends and the impact these may have on the Boots and Other international
reporting units.

Changes in the carrying amount of goodwill by reportable segment consist of the following (in millions):

Goodwill roll forward: United States International Walgreens Health
Walgreens Boots

Alliance, Inc.
August 31, 2021 $ 10,947 $ 1,474 $ — $ 12,421 
Acquisitions — — 9,549 9,549 
Currency translation adjustments — (12) — (12)
February 28, 2022 $ 10,947 $ 1,462 $ 9,549 $ 21,958 
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The carrying amount and accumulated amortization of intangible assets consist of the following (in millions):

Intangible assets February 28, 2022 August 31, 2021
Gross amortizable intangible assets   

Customer relationships and loyalty card holders $ 4,439 $ 3,522 
Primary care provider network 1,244 — 
Trade names and trademarks 703 361 
Developed technology 352 156 
Purchasing and payor contracts 15 317 
Others 77 65 

Total gross amortizable intangible assets $ 6,829 $ 4,421 

Accumulated amortization   
Customer relationships and loyalty card holders $ 1,457 $ 1,335 
Primary care provider network 26 — 
Trade names and trademarks 242 226 
Developed technology 29 8 
Purchasing and payor contracts 3 227 
Others 31 29 

Total accumulated amortization 1,787 1,826 
Total amortizable intangible assets, net $ 5,042 $ 2,595 

Indefinite-lived intangible assets   
Trade names and trademarks $ 5,265 $ 5,276 
Pharmacy licenses 2,045 2,066 

Total indefinite-lived intangible assets $ 7,310 $ 7,342 

Total intangible assets, net $ 12,352 $ 9,936 

Includes purchased prescription files.
Includes certain reclassifications to conform to the current period presentation.

Amortization expense for intangible assets was $175 million and $340 million for the three and six months ended February 28, 2022, respectively, and $114
million and $208 million for the three and six months ended February 28, 2021, respectively.

Estimated future annual amortization expense for the next five fiscal years for intangible assets recorded at February 28, 2022 is as follows (in millions):

 
2022 (Remaining

period) 2023 2024 2025 2026 2027

Estimated annual amortization
expense $ 302 $ 576 $ 557 $ 524 $ 504 $ 454 
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Note 8. Debt

Debt carrying values are presented net of unamortized discount and debt issuance costs, where applicable, and foreign currency denominated debt is
translated using the spot rates as of the balance sheet date. Debt consists of the following (all amounts are presented in millions of U.S. dollars and debt
issuances are denominated in U.S. dollars, unless otherwise noted):

 February 28, 2022 August 31, 2021
Short-term debt   
Commercial paper $ 1,264 $ — 
$8 billion note issuance 

3.300% unsecured notes due 2021 — 1,250 
$4 billion note issuance 

3.100% unsecured notes due 2022 731 — 
Other 111 56 
Total short-term debt $ 2,105 $ 1,305 

Long-term debt   
Credit facilities

Unsecured credit facility due 2023 $ 1,997 $ — 
Unsecured credit facility due 2024 998 — 

$850 million note issuance 
0.9500% unsecured notes due 2023 847 — 

$1.5 billion note issuance 
3.200% unsecured notes due 2030 497 497 
4.100% unsecured notes due 2050 792 792 

$6 billion note issuance   
3.450% unsecured notes due 2026 1,442 1,442 
4.650% unsecured notes due 2046 318 318 

$8 billion note issuance 
3.800% unsecured notes due 2024 1,154 1,154 
4.500% unsecured notes due 2034 301 301 
4.800% unsecured notes due 2044 868 868 

£700 million note issuance 
3.600% unsecured Pound sterling notes due 2025 407 408 

€750 million note issuance 
2.125% unsecured Euro notes due 2026 848 873 

$4 billion note issuance 
3.100% unsecured notes due 2022 — 731 
4.400% unsecured notes due 2042 263 263 

Other 471 29 
Total long-term debt, less current portion $ 11,203 $ 7,675 

Notes are unsubordinated debt obligations of the Company and rank equally in right of payment with all other unsecured and unsubordinated
indebtedness of the Company from time to time outstanding.
On September 18, 2021, the Company redeemed in full the $1.25 billion aggregate principal amount outstanding of its 3.300% unsecured notes due 2021
issued by the Company on November 18, 2014.
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Other debt represents a mix of fixed and variable rate debt with various maturities and working capital facilities denominated in various currencies.
Other long term debt includes $442 million of debt acquired as part of Shields acquisition.
Notes are senior debt obligations of Walgreen Co. and rank equally with all other unsecured and unsubordinated indebtedness of Walgreen Co. On
December 31, 2014, the Company fully and unconditionally guaranteed the outstanding notes on an unsecured and unsubordinated basis. The guarantee,
for so long as it is in place, is an unsecured, unsubordinated debt obligation of the Company and will rank equally in right of payment with all other
unsecured and unsubordinated indebtedness of the Company.

$850 million Note issuance
On November 17, 2021, the Company issued, in an underwritten public offering, $850 million of 0.95% notes due 2023. The notes contain a call option
which allow for the notes to be repaid, in full or in part, prior to May 17, 2022 (the “Par Call Date”) at 100% of the principal amount of the notes to be
redeemed or the sum of the present values of the remaining scheduled payments thereof to the Par Call Date discounted at the applicable treasury rate, plus
10 basis points and (ii) on or after the Par Call Date, at 100% of the principal amount of the notes to be redeemed, in each case plus accrued and unpaid
interest.

Credit facilities

November 15, 2021, Delayed Draw Term Loan
On November 15, 2021, the Company entered into a $5.0 billion senior unsecured multi-tranche delayed draw term loan credit facility, (the “November 2021
DDTL”) consisting of (i) a 364-day senior unsecured delayed draw term loan facility in an aggregate principal amount of $2.0 billion (the“364-day loan”),
(ii) a two-year senior unsecured delayed draw term loan facility in an aggregate principal amount of $2.0 billion (the “two-year loan”) and (iii) a three-year
senior unsecured delayed draw term loan facility in an aggregate principal amount of $1.0 billion (the “three-year loan”). An aggregate amount of
$3.0 billion or more of the November 2021 DDTL is for the purpose of funding the consideration due in respect of the purchase of an increased equity stake
in VillageMD, and paying fees and expenses related to the foregoing, and the remainder can be used for general corporate purposes. The November 2021
DDTL is available for drawing in one or more tranches until May 15, 2022. The maturity date on the 364-day loan, the two-year loan and the three-year loan
is, in each case, the earlier of the date that is 364 days, two years and three years from the date of the first drawing under each facility and February 14, 2023,
February 15, 2024 and February 15, 2025 respectively. As of February 28, 2022, there were $3.0 billion in borrowings outstanding under the November 2021
DDTL.

Borrowings under the November 2021 DDTL bear interest at a fluctuating rate per annum equal to, at the Company’s option, the alternate base rate,
eurocurrency rate or, from and after the date that daily Secured Overnight Financing Rate (“SOFR”) becomes available under the November 2021 DDTL, the
daily SOFR rate, in each case, plus an applicable margin. For the 364-day tranche, the applicable margin is (i) prior to the six month anniversary of the
Margin Trigger Date, as defined in the November 2021 DDTL (the “Margin Trigger Date”) , 0.70% in the case of eurocurrency rate loans and daily SOFR
loans, and 0.00% in the case of alternate base rate loans and (ii) on and after the six month anniversary of the Margin Trigger Date, 0.75% in the case of
eurocurrency rate loans and daily SOFR loans, and 0.00% in the case of alternate base rate loans. For the 2-year and 3-year tranche, the applicable margin is
0.85% and 1.00%, respectively, in the case of eurocurrency rate loans and daily SOFR loans, and 0.00% in the case of alternate base rate loans.

December 23, 2020, Revolving Credit Agreement
On December 23, 2020, the Company entered into a $1.25 billion senior unsecured 364-day revolving credit facility and a $2.25 billion senior unsecured 18-
month revolving credit facility, with a swing line subfacility commitment amount of $350 million, with designated borrowers from time to time party thereto
and lenders from time to time party thereto (the “2020 Revolving Credit Agreement”). The 364-day facility’s termination date is the earlier of (i) 364 days
from December 23, 2020, the effective date (subject to the extension thereof pursuant to the 2020 Revolving Credit Agreement) and (ii) the date of
termination in whole of the aggregate amount of the revolving commitments under the 364-day facility pursuant to the 2020 Revolving Credit Agreement.
The 18-month facility’s termination date is the earlier of (i) 18 months from the effective date (subject to the extension thereof pursuant to the 2020
Revolving Credit Agreement) and (ii) the date of termination in whole of the aggregate amount of the revolving commitments under the 18-Month Facility
pursuant to the 2020 Revolving Credit Agreement. As of February 28, 2022, commitments under the 364-day facility had expired and there were no
borrowings outstanding under the 18-month revolving credit facility.
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August 2018 Revolving Credit Agreement
On August 29, 2018, the Company entered into a revolving credit agreement (the “August 2018 Revolving Credit Agreement”) with the lenders and letter of
credit issuers from time-to-time party thereto. The August 2018 Revolving Credit Agreement is an unsecured revolving credit facility with aggregate
commitment in the amount of $3.5 billion, with a letter of credit subfacility commitment amount of $500 million. The facility termination date is the earlier
of (a) August 29, 2023, subject to extension thereof pursuant to the August 2018 Revolving Credit Agreement, and (b) the date of termination in whole of the
aggregate amount of the revolving commitments pursuant to the August 2018 Revolving Credit Agreement. As of February 28, 2022, there were no
borrowings outstanding under the August 2018 Revolving Credit Agreement

Debt covenants
Each of the Company’s credit facilities described above contain a covenant to maintain, as of the last day of each fiscal quarter, a ratio of consolidated debt to
total capitalization not to exceed 0.60:1.00, subject to increase in certain circumstances set forth in the applicable credit agreement. The credit facilities also
contain various other customary covenants. As of February 28, 2022, the Company was in compliance with all such applicable covenants.

Commercial paper
The Company periodically borrows under its commercial paper program and may borrow under it in future periods. The Company had average daily U.S.
commercial paper outstanding of $1.1 billion and $2.2 billion at a weighted average interest rate of 0.33% and 0.51% for the six months ended February 28,
2022 and 2021, respectively.

A subsidiary of the Company had average daily commercial paper outstanding, which was issued under the Joint HM Treasury and Bank of England's
COVID Corporate Financing Facility commercial paper program, of £300 million, or approximately $418 million at a weighted average interest rate of
0.43% for the six months ended February 28, 2021. The subsidiary of the Company repaid the commercial paper issued under the Joint HM Treasury and
Bank of England's COVID Corporate Financing Facility commercial paper program on May 14, 2021.

Interest
Interest paid by the Company was $211 million and $301 million for the six months ended February 28, 2022 and 2021, respectively.

Note 9. Financial instruments

The Company uses derivative instruments to hedge its exposure to market risks, including interest rate and currency risks, arising from operating and
financing risks.

The Company has non-U.S. dollar denominated net investments and uses foreign currency denominated financial instruments, specifically foreign currency
derivatives and foreign currency denominated debt, to hedge its foreign currency risk.

The notional amounts and fair value of derivative instruments outstanding were as follows (in millions):
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February 28, 2022 Notional
Fair

Value Location in Consolidated Condensed Balance Sheets
Derivatives designated as hedges:

Foreign currency forwards $ 115 $ 3 Other current assets
Foreign currency forwards 4 — Other non-current assets
Cross currency interest rate swaps 155 1 Other non-current assets
Foreign currency forwards 569 5 Other current liabilities
Cross currency interest rate swaps 159 7 Other current liabilities
Foreign currency forwards 12 — Other non-current liabilities
Cross currency interest rate swaps 640 18 Other non-current liabilities

Derivatives not designated as hedges:
Foreign currency forwards $ 1,865 $ 9 Other current assets
Total return swap 104 1 Other current assets
Foreign currency forwards 2,797 18 Other current liabilities
Total return swap 150 1 Other current liabilities

August 31, 2021 Notional
Fair

Value Location in Consolidated Condensed Balance Sheets
Derivatives designated as hedges:

Foreign currency forwards $ 575 $ 7 Other current assets
Cross currency interest rate swaps 155 1 Other non-current assets
Foreign currency forwards 6 — Other non-current assets
Foreign currency forwards 31 1 Other current liabilities
Cross currency interest rate swaps 109 9 Other current liabilities
Cross currency interest rate swaps 801 23 Other non-current liabilities
Foreign currency forwards 23 1 Other non-current liabilities

Derivatives not designated as hedges:
Foreign currency forwards $ 3,636 $ 38 Other current assets
Total return swap 224 2 Other current assets
Foreign currency forwards 808 3 Other current liabilities
Total return swap 37 — Other current liabilities
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Net investment hedges
The Company uses cross currency interest rate swaps and foreign currency forward contracts to hedge net investments in subsidiaries with non-U.S. dollar
functional currencies. For qualifying net investment hedges, changes in the fair value of the derivatives are recorded in Currency translation adjustments, a
component of Accumulated other comprehensive income (loss) in the Consolidated Condensed Balance Sheets.

Cash flow hedges
The Company uses interest rate swaps to hedge the variability in forecasted cash flows of certain floating-rate debt. For qualifying cash flow hedges, changes
in the fair value of the derivatives are recorded in Unrealized gain (loss) on cash flow hedges, a component of Accumulated other comprehensive income
(loss) in the Consolidated Condensed Balance Sheets, and released to the Consolidated Statements of Earnings when the hedged cash flows affect earnings.

Derivatives not designated as hedges
The Company enters into derivative transactions that are not designated as accounting hedges. These derivative instruments are economic hedges of foreign
currency risks. The Company also utilizes total return swaps to economically hedge variability in compensation charges related to certain deferred
compensation obligations. The income (expense) due to changes in fair value of these derivative instruments were recognized in earnings as follows (in
millions):

  
Three months ended

February 28,
Six months ended February

28,

 
Location in Consolidated Condensed Statements of
Earnings 2022 2021 2022 2021

Foreign currency forwards Selling, general and administrative expenses $ (51) $ (95) $ 4 $ (124)
Total return swap Selling, general and administrative expenses (8) 16 (10) 29 
Foreign currency forwards Other income (expense) — 7 (1) (1)

Derivatives credit risk
Counterparties to derivative financial instruments expose the Company to credit-related losses in the event of counterparty nonperformance, and the
Company regularly monitors the credit worthiness of each counterparty.

Derivatives offsetting
The Company does not offset the fair value amounts of derivative instruments subject to master netting agreements in the Consolidated Condensed Balance
Sheets.

Note 10. Fair value measurements

The Company measures certain assets and liabilities in accordance with Accounting Standards Codification (“ASC”) Topic 820, Fair Value Measurements
and Disclosures, which defines fair value as the price that would be received for an asset or paid to transfer a liability in an orderly transaction between
market participants on the measurement date. In addition, it establishes a fair value hierarchy that prioritizes observable and unobservable inputs used to
measure fair value into three broad levels:

Level 1 - Quoted prices in active markets that are accessible at the measurement date for identical assets and liabilities. The fair value hierarchy gives the
highest priority to Level 1 inputs.

Level 2 - Observable inputs other than quoted prices in active markets.
Level 3 - Unobservable inputs for which there is little or no market data available. The fair value hierarchy gives the lowest priority to Level 3 inputs.
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Assets and liabilities measured at fair value on a recurring basis were as follows (in millions):
February 28, 2022 Level 1 Level 2 Level 3

    
ents in debt securities $ 20 $ — $ — $ 20 
currency forwards 12 — 12 — 

urrency interest rate swaps 1 — 1 — 
ents in equity securities 1 1 — — 
ies:     
urrency interest rate swaps $ 25 $ — $ 25 $ — 
currency forwards 23 — 23 — 
urn swap 1 — 1 — 

 August 31, 2021 Level 1 Level 2 Level 3
Assets:     
Money market funds $ 634 $ 634 $ — $ — 
Investments in debt securities 663 — — 663 
Foreign currency forwards 46 — 46 — 
Cross currency interest rate swaps 1 — 1 — 
Total return swaps 2 — 2 — 
Investments in equity securities 2 2 — — 
Liabilities:
Cross currency interest rate swaps $ 32 $ — $ 32 $ — 
Foreign currency forwards 5 — 5 — 

Level 3 debt securities are valued using standard valuation techniques based on income and market approach.
The fair value of forward currency contracts is estimated by discounting the difference between the contractual forward price and the current available
forward price for the residual maturity of the contract using observable market rates. See Note 9. Financial instruments, for additional information.
The fair value of interest rate swaps and cross currency interest rate swaps is calculated by discounting the estimated future cash flows based on the
applicable observable yield curves. See Note 9. Financial instruments, for additional information.
Fair values of quoted investments are based on current bid prices as of February 28, 2022 and August 31, 2021.
Money market funds are valued at the closing price reported by the fund sponsor.
Level 3 debt securities include investments in convertible debt securities of VillageMD which are valued on a quarterly basis using the Probability
Weighted Expect Return Method with gains or losses recorded in Other Comprehensive Income. Inputs include the enterprise value, expected holding
term of the investment, volatility and risk-free interest rates.

There were no transfers between Levels for the three and six months ended February 28, 2022.

The Company reports its debt instruments under the guidance of ASC Topic 825, Financial Instruments, which requires disclosure of the fair value of the
Company’s debt in the footnotes to the Consolidated Condensed Financial Statements. As of February 28, 2022, the carrying amounts and estimated fair
values of long-term notes outstanding including the current portion were $8.5 billion and $8.8 billion, respectively.

The fair values of the notes outstanding are Level 1 fair value measures and determined based on quoted market prices and translated at the February 28,
2022 rate, as applicable. The fair values and carrying values of these issuances do not include notes that have been redeemed or repaid as of February 28,
2022. See Note 8. Debt, for further information. The carrying values of accounts receivable and trade accounts payable approximated their respective fair
values due to their short-term nature.
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Note 11. Commitments and contingencies

The Company is involved in legal proceedings arising in the normal course of its business, including litigation, arbitration and other claims, and
investigations, inspections, subpoenas, audits, claims, inquiries and similar actions by governmental authorities in pharmacy, healthcare, tax and other areas.
Some of these proceedings may be class actions, and some involve claims for large or indeterminate amounts, including punitive or exemplary damages, and
they may remain unresolved for several years. Legal proceedings in general, and securities, class action and multi-district litigation, in particular, can be
expensive and disruptive.

From time to time, the Company is also involved in legal proceedings as a plaintiff involving antitrust, tax, contract, intellectual property and other matters.
Gain contingencies, if any, are recognized when they are realized.

The Company is subject to extensive regulation by national, state and local government agencies in the U.S. and other countries in which it operates. The
Company’s business, compliance and reporting practices are subject to intensive scrutiny under applicable regulation, including review or audit by regulatory
authorities. As a result, the Company regularly is the subject of government actions of the types described herein. The Company also may be named from
time to time in qui tam actions initiated by private parties. In such an action, a private party purports to act on behalf of federal or state governments, alleges
that false claims have been submitted for payment by the government and may receive an award if its claims are successful. After a private party has filed a
qui tam action, the government must investigate the private party's claim and determine whether to intervene in and take control over the litigation. These
actions may remain under seal while the government makes this determination. If the government declines to intervene, the private party may nonetheless
continue to pursue the litigation on its own purporting to act on behalf of the government.

The results of legal proceedings, including government investigations, are often uncertain and difficult to predict, and the costs incurred in these matters can
be substantial, regardless of the outcome. In addition, as a result of governmental investigations or proceedings, the Company may be subject to damages,
civil or criminal fines or penalties, or other sanctions, including the possible suspension or loss of licensure and suspension or exclusion from participation in
government programs.

We describe below certain proceedings against the Company in which the amount of loss could be material. We accrue for legal claims when, and to the
extent that, the amount or range of probable loss can be reasonably estimated. We believe we have meritorious defenses in each of these proceedings, and we
intend to defend each case vigorously, but there can be no assurance as to the ultimate outcome. With respect to litigation and other legal proceedings where
the Company has determined a material loss is reasonably possible, except as otherwise disclosed, we are not able to make a reasonable estimate of the
amount or range of loss that is reasonably possible above any accrued amounts in these proceedings, due to various reasons, including: we have factual and
legal arguments that, if successful, will eliminate or sharply reduce the possibility of loss; we do not have sufficient information about the arguments and the
evidence plaintiffs will advance with respect to their damages; some of the cases have been stayed; certain proceedings present novel and complex questions
of public policy; legal and factual determinations and judicial and governmental procedure; the large number of parties involved; and the inherent
uncertainties related to such litigations.

Litigation Relating to 2016 Goals

On December 29, 2014, a putative shareholder filed a derivative action in federal court in the Northern District of Illinois against certain current and former
directors and officers of Walgreen Co. and Walgreen Co., as a nominal defendant, arising out of certain public statements the Company made regarding its
former fiscal 2016 goals. (Cutler v. Wasson et al., No. 1:14-cv-10408 (N.D. Ill.)) The action asserts claims for breach of fiduciary duty, waste and unjust
enrichment. On May 18, 2015, the case was stayed in light of a securities class action that was filed on April 10, 2015, described below. On November 3,
2016, the Court entered a stipulation and order extending the stay until the resolution of the securities class action.
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On April 10, 2015, a putative shareholder filed a securities class action in federal court in the Northern District of Illinois against Walgreen Co. and certain
former officers of Walgreen Co. (Washtenaw County Employees’ Retirement System v. Walgreen Co. et al., No. 1:15-cv-3187 (N.D. Ill.)) The action asserts
claims for violation of the federal securities laws arising out of certain public statements the Company made regarding its former fiscal 2016 goals. The
Company’s motion to dismiss the consolidated class action complaint filed on August 17, 2015 was granted in part and denied in part on September 30, 2016.
The court granted plaintiff’s motion for class certification on March 29, 2018, and plaintiff filed a first amended complaint on December 19, 2018. A motion
to dismiss the first amended complaint was granted in part and denied in part on September 23, 2019. Fact discovery and expert discovery have concluded.
On November 2, 2021, the Court denied plaintiffs’ motion for summary judgment and granted in part and denied in part defendants’ cross motion. On March
2, 2022 the Court granted the Company’s motion to reconsider a portion of that ruling.

Securities Claims Relating to Rite-Aid Merger

On December 11, 2017, purported Rite Aid shareholders filed an amended complaint in a putative class action lawsuit in the U.S. District Court for the
Middle District of Pennsylvania (the “M.D. Pa. class action”) arising out of transactions contemplated by the merger agreement between the Company and
Rite Aid. The amended complaint alleges that the Company and certain of its officers made false or misleading statements regarding the transactions. The
Court denied the Company’s motion to dismiss the amended complaint on April 15, 2019. The Company filed an answer and affirmative defenses, and the
Court granted plaintiffs' motion for class certification. Fact discovery has concluded and expert discovery is ongoing. In October and December 2020, two
separate purported Rite Aid Shareholders filed actions in the same court opting out of the class in the M.D. Pa. class action and making nearly identical
allegations as those in the M.D. Pa. class action (the “Opt-out Actions”). The Opt-out Actions have been stayed until the earlier of (a) 30 days after the entry
of an order resolving any pre-trial dispositive motions in the M.D. Pa. class action, or (b) 30 days after the entry of an order of final approval of any
settlement of the M.D. Pa. class action.

Claims Relating to Opioid Abuse

The Company is among an array of defendants in multiple actions in federal courts alleging claims generally concerning the impacts of widespread opioid
abuse, which have been commenced by various plaintiffs such as counties, cities, hospitals, Indian tribes, and others. In December 2017, the U.S. Judicial
Panel on Multidistrict Litigation consolidated many of these cases in a consolidated multidistrict litigation, captioned In re National Prescription Opiate
Litigation (MDL No. 2804, Case No. 17-md-2804), which is pending in the U.S. District Court for the Northern District of Ohio (“N.D. Ohio”). The
Company is a defendant in the following multidistrict litigation (MDL) bellwether cases:

• One case remanded to the U.S. District Court for the Northern District of California (City and Cnty. of San Francisco, et al. v. Purdue Pharma L.P.,
et al., Case No. 3:18-cv-07591-CRB), originally scheduled for trial in October 2021, but now scheduled for April 2022.

• Two cases in N.D. Ohio (Cnty. of Lake, Ohio v. Purdue Pharma L.P., et al., Case No. 18-op-45032; Cnty. of Trumbull, Ohio v. Purdue Pharma L.P.,
et al., Case No. 18-op-45079). In November 2021, the jury in that case returned a verdict after trial in favor of the plaintiffs as to liability, and the
court has scheduled a second trial regarding remedies to take place in May 2022. The court has yet to determine how much each defendant will pay
in damages. The Company is unable to predict the outcome relative to remedies or apportionment and believes it has very strong grounds for appeal.

• One case remanded to the U. S. District Court for the Eastern District of Oklahoma (The Cherokee Nation v. McKesson Corp., et al., Case No. 18-
CV-00056-RAW-SPS).

• Five additional bellwether cases designated in April 2021: (1) Cobb Cnty. v. Purdue Pharma L.P., et al., Case No. 18-op-45817; (2) Durham Cnty. v.
AmerisourceBergen Drug Corp., et al., Case No. 19-op-45346; (3) Montgomery Cnty. Bd. of Cnty. Commrs., et al. v. Cardinal Health, Inc., et al.,
Case No. 18-op-46326; (4) Board of Cnty. Commrs. of the Cnty. of Santa Fe v. Purdue Pharma L.P., et al., Case No. 18-op-45776; and (5) Cnty. of
Tarrant v. Purdue Pharma L.P., et al., Case No. 18-op-45274.

• Two consolidated cases in N.D. Ohio (Cnty. of Summit, Ohio, et al v. Purdue Pharma L.P., et al., Case No. 18-op-45090; Cnty. of Cuyahoga, Ohio,
et al. v. Purdue Pharma L.P., Case No. 18-op-45004), previously scheduled for trial in November 2020 but postponed indefinitely.

The Company also has been named as a defendant in numerous actions brought in state courts relating to opioid matters. Trial dates have been set in cases
pending in state courts in the following states:
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• Florida (State of Florida, Office of the Attorney General, Department of Legal Affairs v. Purdue Pharma L.P., et al., Case No. 2018-CA-001438,
Sixth Judicial Circuit in and for Pasco County, Florida - April 2022).

• New Mexico (State of New Mexico, ex rel. Hector Balderas, Attorney General v. Purdue Pharma L.P., et al., Case No. D-101-cv-2017-02541, First
Judicial District Court, Santa Fe County, New Mexico - September 2022).

• West Virginia (State of West Virginia, ex rel. Patrick Morrisey, Attorney General v. Walgreens Boots Alliance, Inc., et al., Civil Action No.20-C-82
PNM, Circuit Court of Kanawha County, West Virginia, - September 2022.

• Michigan (State of Michigan, ex rel. Dana Nessel, Attorney General v. Cardinal Health, Inc., et al., Case No. 19-016896-NZ, Circuit Court for
Wayne County, Michigan - October 2022).

• Alabama (Mobile County Board of Health, et al. v. Fisher, et al., Cause No. CV-2019-902806.00, Circuit Court of Mobile County, Alabama -
January 2023); (The DCH Health Care Authority, et al. v. Purdue Pharma LP, et al., Cause No. CV-2019-000007.00, and Fort Payne Hospital
Corporation, et al. v. McKesson, et al., CV-2021-900016, consolidated in the Circuit Court of Conecuh County, Alabama - March 2023).

• Nevada (State of Nevada v. McKesson Corporation, et al., Case No. A-19-796755-B, Eighth Judicial District Court, Clark County, Nevada - April
2023).

• Missouri (Jefferson County, Missouri v. Dannie E. Williams, M.D., et al., Cause No. 20JE-CC00029, Twenty-Third Judicial Circuit, Jefferson
County, Missouri - July 2023).

Two consolidated cases in New York state court (County of Suffolk v. Purdue Pharma L.P., et al., Index No. 400001/2017; County of Nassau v. Purdue
Pharma L.P., et al., Index No. 400008/2017, Supreme Court of the State of New York, Suffolk County, New York) were resolved as to the Company in June
2021.

The relief sought by various plaintiffs in these matters includes compensatory, abatement and punitive damages, as well as injunctive relief. In connection
with these matters, the Company continues to engage with various parties regarding possible resolution. Additionally, the Company has received from the
U.S. Department of Justice and the Attorneys General of numerous states subpoenas, civil investigative demands, and other requests concerning opioid-
related matters. The Company continues to communicate with the Department of Justice with respect to purported violations of the federal Controlled
Substances Act and the federal False Claims Act in dispensing opioid prescriptions at certain Walgreens locations.

Note 12. Income taxes

The effective tax rate from continuing operations for the three months ended February 28, 2022 was 18.2%, compared to 4.4% for the three months ended
February 28, 2021. The increase in the effective tax rate was primarily due to prior year discrete tax benefits recorded for the reduction of a valuation
allowance on net deferred tax assets and tax benefits from internal restructuring.

The effective tax rate for the six months ended February 28, 2022 was an expense of 9.4%, primarily due to lower tax expense on gains from consolidation of
the Company's investment in VillageMD and Shields. See Note 3. Acquisitions and other investments for further information. The effective tax rate for the
six months ended February 28, 2021 was a benefit of 48.6% due to the discrete tax effect of equity losses in AmerisourceBergen. See Note 6. Equity method
investments for further information.

Income taxes paid for the six months ended February 28, 2022 and 2021 were $201 million and $175 million, respectively.

Note 13. Retirement benefits

The Company sponsors several retirement plans, including defined benefit plans, defined contribution plans and a postretirement health plan.
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Defined benefit pension plans (non-U.S. plans)
The Company has various defined benefit pension plans outside the U.S. The principal defined benefit pension plan is the Boots Pension Plan (the “Boots
Plan”), which covers certain employees in the UK. The Boots Plan is a funded final salary defined benefit plan providing pensions and death benefits to
members. The Boots Plan was closed to future accrual effective July 1, 2010, with pensions calculated based on salaries up until that date. The Boots Plan is
governed by a trustee board, which is independent of the Company. The plan is subject to a full funding actuarial valuation on a triennial basis.

Components of net periodic pension costs (income) for the defined benefit pension plans (in millions):

 
Three months ended

February 28,
Six months ended February

28,

 Location in Consolidated Condensed Statements of
Earnings 2022 2021 2022 2021

Service costs Selling, general and administrative expenses $ 1 $ 2 $ 3 $ 3 
Interest costs Other income 38 35 78 68 
Expected returns on plan
assets/other Other income (72) (83) (146) (163)
Total net periodic pension income $ (33) $ (47) $ (65) $ (92)

The Company made cash contributions to its defined benefit pension plans of $3 million for the six months ended February 28, 2022, which primarily related
to committed payments. The Company plans to contribute an additional $38 million to its defined benefit pension plans during the remainder of fiscal year
2022.

Defined contribution plans
The principal retirement plan for U.S. employees is the Walgreen Profit-Sharing Retirement Trust, to which both the Company and participating employees
contribute. The Company’s contribution is in the form of a guaranteed match which is made pursuant to the applicable plan document approved by the
Walgreen Co. Board of Directors. Plan activity is reviewed periodically by certain Committees of the Walgreens Boots Alliance Board of Directors. The
profit-sharing provision was an expense of $54 million and $123 million for the three and six months ended February 28, 2022, respectively, compared to an
expense of $55 million and $112 million for the three and six months ended February 28, 2021, respectively.

The Company also has certain contract based defined contribution arrangements. The principal arrangement is based in the UK, to which both the Company
and participating employees contribute. The Company recognized an expense of $23 million and $48 million for the three and six months ended February 28,
2022, respectively, compared to an expense of $26 million and $52 million for the three and six months ended February 28, 2021, respectively.
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Note 14. Accumulated other comprehensive income (loss)

The following is a summary of net changes in accumulated other comprehensive income (“AOCI”) by component and net of tax for the three and six months
ended February 28, 2022 and 2021 (in millions):

Pension/ post-
retirement
obligations

Unrealized
gain (loss) on

cash flow
hedges

Net
investment

hedges

Share of OCI
of equity
method

investments

Cumulative
translation

adjustments Total
Balance at November 30, 2021 $ (364) $ (9) $ 9 $ (74) $ (1,863) $ (2,301)
Other comprehensive income (loss) before
reclassification adjustments 1 — (22) (105) 78 (48)
Amounts reclassified from AOCI (5) 1 — — 3 (1)
Other (6) — — — — (6)
Tax benefit 2 — 2 26 — 29 
Net change in other comprehensive income (loss) (8) — (20) (80) 81 (26)
Balance at February 28, 2022 $ (372) $ (9) $ (11) $ (154) $ (1,782) $ (2,328)

Pension/ post-
retirement
obligations

Unrealized
gain (loss) on

cash flow
hedges

Net
investment

hedges

Unrealized
gain (loss) on

AFS

Share of
OCI of
equity

method
investments

Cumulative
translation

adjustments Total
Balance at August 31, 2021 $ (359) $ (10) $ (35) $ 96 $ (29) $ (1,772) $ (2,109)
Other comprehensive income
(loss) before reclassification
adjustments — — 31 450 (165) (9) 307 
Amounts reclassified from AOCI (11) 1 — (577) — (1) (587)
Other (6) — — — — — (6)
Tax benefit (provision) 3 (1) (8) 31 40 — 66 
Net change in other
comprehensive income (loss) (13) 1 24 (96) (125) (10) (220)
Balance at February 28, 2022 $ (372) $ (9) $ (11) $ — $ (154) $ (1,782) $ (2,328)

Pension/ post-
retirement
obligations

Unrealized
gain (loss) on

cash flow
hedges

Net
investment

hedges

Share of
OCI of
equity

method
investments

Cumulative
translation

adjustments Total
Balance at November 30, 2020 $ (736) $ (27) $ (41) $ (5) $ (2,873) $ (3,682)
Other comprehensive income (loss) before
reclassification adjustments (1) 10 (65) 13 402 359 
Amounts reclassified from AOCI (2) 1 — — 2 1 
Tax benefit (provision) 1 (3) 16 2 — 16 
Net change in other comprehensive income (loss) (2) 9 (49) 15 404 376 
Balance at February 28, 2021 $ (739) $ (18) $ (90) $ 10 $ (2,469) $ (3,306)
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Pension/ post-
retirement
obligations

Unrealized
gain (loss) on

cash flow
hedges

Net
investment

hedges

Share of
OCI of
equity

method
investments

Cumulative
translation

adjustments Total
Balance at August 31, 2020 $ (748) $ (31) $ (34) $ (10) $ (2,948) $ (3,771)
Other comprehensive income (loss) before
reclassification adjustments 16 14 (80) 19 474 444 
Amounts reclassified from AOCI (4) 3 — — 5 4 
Tax benefit (provision) (3) (4) 24 1 — 17 
Net change in other comprehensive income (loss) 9 13 (56) 20 479 465 
Balance at February 28, 2021 $ (739) $ (18) $ (90) $ 10 $ (2,469) $ (3,306)

Note 15. Segment reporting

In conjunction with the launch of its new consumer-centric healthcare strategy, in fiscal year 2022, the Company announced the creation of a new operating
segment, Walgreens Health. As a result, beginning in fiscal year 2022, the Company is now aligned into three reportable segments: United States,
International and Walgreens Health.

The operating segments have been identified based on the financial data utilized by the Company’s Chief Executive Officer (the chief operating decision
maker) to assess segment performance and allocate resources among the Company’s operating segments. The chief operating decision maker uses adjusted
operating income to assess segment profitability. The chief operating decision maker does not use total assets by segment to make decisions regarding
resources; therefore, the total asset disclosure by segment has not been included.

United States
The Company’s United States segment includes the Walgreens business which includes the operations of retail drugstores, health and wellness services, and
specialty and home delivery pharmacy services, and its equity method investment in AmerisourceBergen. Sales for the segment are principally derived from
the sale of prescription drugs and a wide assortment of retail products, including health and wellness, beauty, personal care and consumables and general
merchandise.

International
The Company’s International segment consists of pharmacy-led health and beauty retail businesses outside the U.S. and pharmaceutical wholesaling and
distribution business in Germany. Pharmacy-led health and beauty retail businesses include Boots branded stores in the UK, the Republic of Ireland and
Thailand, the Benavides brand in Mexico and the Ahumada brand in Chile. Sales for these businesses are principally derived from the sale of prescription
drugs and health and wellness, beauty, personal care and other consumer products.

Walgreens Health
The Company’s Walgreens Health segment, created at the beginning of fiscal year 2022, is a consumer-centric, technology-enabled healthcare business that
engages consumers through a personalized, omni-channel experience across the care journey. Walgreens Health delivers improved health outcomes and lower
costs for payors and providers by delivering care through owned and partnered assets.

The Walgreens Health segment currently consists of a majority position in VillageMD, a leading, national provider of value-based primary care services; a
majority position in Shields, a specialty pharmacy integrator and accelerator for hospitals; and the Walgreens Health organically-developed business that
contracts with payors and providers to deliver clinical healthcare services to their members and members’ caregivers through both digital and physical
channels.

Selling, general and administrative costs for Walgreens Health for the three and six months ended February 28, 2021 have been reclassified in the
Consolidated Condensed Financial Statements and accompanying notes to conform to the current period presentation.
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The results of operations for reportable segments include procurement benefits. Corporate-related overhead costs are not allocated to reportable segments and
are reported in “Corporate and Other”.

The following table reflects results of operations of the Company’s reportable segments (in millions):

Three months ended February 28, Six months ended February 28,
2022 2021 2022 2021

Sales:
United States $ 27,667 $ 27,344 $ 55,699 $ 54,507 
International 5,563 5,425 11,381 9,709 
Walgreens Health 527 — 577 — 
Corporate and Other (1) 10 (1) — 

Walgreens Boots Alliance, Inc. $ 33,756 $ 32,779 $ 67,656 $ 64,217 

Adjusted operating income:
United States $ 1,588 $ 1,163 $ 3,277 $ 2,318 
International 226 146 389 232 
Walgreens Health (77) (11) (90) (14)
Corporate and Other (79) (72) (143) (114)

Walgreens Boots Alliance, Inc. $ 1,657 $ 1,225 $ 3,434 $ 2,422 

Includes certain eliminations.

The following table reconciles adjusted operating income to operating income (in millions):

Three months ended February 28, Six months ended February 28,
2022 2021 2022 2021

Adjusted operating income $ 1,657 $ 1,225 $ 3,434 $ 2,422 
Adjustments to equity earnings (loss) in
AmerisourceBergen (51) (45) (94) (1,526)
Transformational cost management (70) (178) (273) (278)
Acquisition-related amortization (250) (114) (415) (209)
Certain legal and regulatory accruals and settlements — (60) — (60)
LIFO provision 5 (2) (9) (35)
Acquisition-related costs (44) 5 (115) (16)
Operating income $ 1,246 $ 832 $ 2,529 $ 298 

1
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Note 16. Sales

The following table summarizes the Company’s sales by segment and by major source (in millions):

Three months ended February 28, Six months ended February 28,
2022 2021 2022 2021

United States
Pharmacy $ 19,820 $ 20,494 $ 40,925 $ 41,363 
Retail 7,847 6,850 14,774 13,144 
Total 27,667 27,344 55,699 54,507 

International
Pharmacy 958 938 1,975 1,833 
Retail 1,880 1,632 3,676 3,154 
Wholesale 2,725 2,855 5,730 4,722 
Total 5,563 5,425 11,381 9,709 

Walgreens Health 527 — 577 — 

Corporate and Other (1) 10 (1) — 
Walgreens Boots Alliance, Inc. $ 33,756 $ 32,779 $ 67,656 $ 64,217 

Includes certain eliminations.

See Note 19. Supplemental information for further information on receivables from contracts with customers.

Note 17. Related parties

The Company has a long-term pharmaceutical distribution agreement with AmerisourceBergen pursuant to which the Company sources branded and generic
pharmaceutical products from AmerisourceBergen principally for its U.S. operations. Additionally, AmerisourceBergen receives sourcing services for
generic pharmaceutical products.

Related party transactions with AmerisourceBergen (in millions) were as follows:
 Three months ended February 28, Six months ended February 28,
 2022 2021 2022 2021
Purchases, net $ 15,063 $ 15,062 $ 30,854 $ 30,503 

 February 28, 2022 August 31, 2021
Trade accounts payable, net $ 6,390 $ 6,589 

See Note 2. Discontinued operations for further information.

On December 28, 2021, in accordance with the terms of the Unit Purchase Agreement, VillageMD settled the fully subscribed tender offer using cash
proceeds provided by the Company. The Company purchased $1.9 billion of units in VillageMD for cash, from existing holders, including Mr. Steven
Shulman, the lead director of VillageMD, who received proceeds of approximately $117 million in consideration for the tender of 287,781 units in
VillageMD. See Note 3. Acquisitions and Other investments for further information. After giving effect to the tender offer, Mr. Shulman owns approximately
1.8% of outstanding equity interests of VillageMD. On January 27, 2022, pursuant to the terms and subject to the conditions set forth in the Unit Purchase
Agreement, the Company appointed Mr. Shulman to the Company’s Board of Directors.

 1
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Note 18. New accounting pronouncements

Adoption of new accounting pronouncements

Receivables - nonrefundable fees and others
In October 2020, the FASB issued ASU 2020-08, Codification Improvements to Subtopic 310-20, Receivables—Nonrefundable Fees and Other. This ASU
clarifies the accounting for the amortization period for certain purchased callable debt securities held at a premium by giving consideration to securities
which have multiple call dates. The Company adopted the new standard effective September 1, 2021, and the adoption did not have any impact on the
Company’s results of operations, cash flows or financial position.

Investments — equity securities; Investments — equity method and joint ventures; Derivatives and hedging
In January 2020, the FASB issued ASU 2020-01, Investments—Equity Securities (Topic 321), Investments—Equity Method and Joint Ventures (Topic 323),
and Derivatives and Hedging (Topic 815). The amendments in this ASU clarify the interaction between the accounting for investments in equity securities,
investment in equity method and certain derivatives instruments. The ASU is expected to reduce diversity in practice and increase comparability of the
accounting for these interactions. The Company adopted the new standard effective September 1, 2021, and the adoption did not have any impact on the
Company’s results of operations, cash flows or financial position.

Income taxes - simplifying the accounting for income taxes
In December 2019, the FASB issued ASU 2019-12: Simplifying the Accounting for Income Taxes (Topic 740), which removes certain exceptions to the
general principles in Topic 740 and improves consistent application of and simplifies GAAP for other areas of Topic 740 by clarifying and amending existing
guidance. The Company adopted the new standard effective September 1, 2021, and the adoption did not have any impact on the Company’s results of
operations, cash flows or financial position.

Effects of reference rate reform on financial reporting
In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial
Reporting. This ASU provides optional expedient and exceptions for applying generally accepted accounting principles to contracts, hedging relationships,
and other transactions affected by reference rate reform if certain criteria are met. In response to the concerns about structural risks of interbank offered rates
(“IBORs”) and, particularly, the risk of cessation of the London Interbank Offered Rate (“LIBOR”), regulators in several jurisdictions around the world have
undertaken reference rate reform initiatives to identify alternative reference rates that are more observable, or transaction based and less susceptible to
manipulation. The ASU provides companies with optional guidance to ease the potential accounting burden associated with transitioning away from
reference rates that are expected to be discontinued. In January 2021, the FASB issued ASU 2021-01, which adds implementation guidance to the above
ASU to clarify certain optional expedients in Topic 848. The Company adopted the new standard effective September 1, 2021, and the adoption did not have
a material impact on the Company’s results of operations, cash flows or financial position.

New accounting pronouncements not yet adopted

Acquired contract assets and contract liabilities in a business combination
In October 2021, the FASB issued ASU 2021-08, Business Combinations (Topic 805) - Accounting for Contract Assets and Contract Liabilities from
Contracts with Customers. This ASU requires an entity to recognize and measure contract assets and contract liabilities acquired in a business combination in
accordance with Topic 606 (Revenue from Contracts with Customers). This ASU is expected to reduce diversity in practice and increase comparability for
both the recognition and measurement of acquired revenue contracts with customers at the date of and after a business combination. This ASU is effective for
fiscal years beginning after December 15, 2022 (fiscal year 2024). The Company is evaluating the effect of adopting this new accounting guidance.
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Disclosures by business entities about government assistance
In November 2021, the FASB issued ASU 2021-10, Government Assistance (Topic 832) – Disclosures by Business Entities about Government Assistance.
This ASU requires disclosures that are expected to increase the transparency of transactions with a government accounted for by applying a grant or
contribution accounting model by analogy, including (1) the types of transactions, (2) the accounting for those transactions, and (3) the effect of those
transactions on an entity’s financial statements. This ASU is effective for annual periods beginning after December 15, 2021 (fiscal year 2023). The
Company is evaluating the effect of adopting this new accounting guidance.

Note 19. Supplemental information

Accounts receivable
Accounts receivable are stated net of allowances for doubtful accounts. Accounts receivable balances primarily consist of trade receivables due from
customers, including amounts due from third party providers (e.g., pharmacy benefit managers, insurance companies and governmental agencies). Trade
receivables were $4.1 billion and $4.5 billion at February 28, 2022 and August 31, 2021, respectively. Other accounts receivable balances, which consist
primarily of receivables from vendors and manufacturers, including receivables from AmerisourceBergen (see Note 17. Related parties), were $1.2 billion
and $1.1 billion at February 28, 2022 and August 31, 2021, respectively.

Depreciation and amortization
The Company has recorded the following depreciation and amortization expense in the Consolidated Condensed Statements of Earnings (in millions):

Three months ended February 28, Six months ended February 28,
2022 2021 2022 2021

Depreciation expense $ 348 $ 346 $ 683 $ 690 
Intangible asset and other amortization 175 114 340 208 
Total depreciation and amortization expense $ 524 $ 460 $ 1,024 $ 897 

Accumulated depreciation and amortization on property, plant and equipment was $13.5 billion at February 28, 2022 and $13.1 billion at August 31, 2021.

Restricted cash
The Company is required to maintain cash deposits with certain banks which consist of deposits cash restricted by law and other obligations. The following
represents a reconciliation of cash and cash equivalents in the Consolidated Condensed Balance Sheets to total cash, cash equivalents and restricted cash in
the Consolidated Condensed Statements of Cash Flows (in millions):

February 28, 2022 August 31, 2021
Cash and cash equivalents $ 1,887 $ 1,193 
Restricted cash (included in other current assets) 140 77 
Cash, cash equivalents and restricted cash $ 2,027 $ 1,270 
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Redeemable non-controlling interest
The following is a roll forward of the redeemable non-controlling interest in the Consolidated Condensed Balance Sheets (in millions):

Redeemable non-controlling interest roll forward: Three months ended
February 28, 2022

Six months ended
February 28, 2022

Opening balance $ 2,787 $ 319 
Recognition upon acquisition of subsidiary — 2,489 
Acquisition of non-controlling interests (2,047) (2,047)
Redemption price adjustments 83 90 
Net loss attributable to redeemable non-controlling interest (12) (33)
Currency translation adjustments and other 2 (6)
Balance at February 28, 2022 $ 812 $ 812 

 Includes $1.9 billion of redeemable non-controlling interest, representing the maximum purchase price to redeem non-controlling units in VillageMD for
cash, and redeemable non-controlling interest in Shields.

 Includes $1.9 billion paid to existing shareholders of VillageMD as part of the fully subscribed tender offer and the acquisition of the remaining 30% non-
controlling equity interest in the pharmaceutical wholesale business in Germany.

 Remeasurement of non-controlling interests, which are probable of redemption but not currently redeemable, to their redemption value, within Paid in
capital in the Consolidated Condensed Balance Sheets.

See Note 3. Acquisitions and other investments for further information.

Earnings per share
The dilutive effect of outstanding stock options on earnings per share is calculated using the treasury stock method. Stock options are anti-dilutive and
excluded from the earnings per share calculation if the exercise price exceeds the average market price of the common shares. There were 17.9 million
weighted outstanding options to purchase common shares that were anti-dilutive and excluded from the second quarter earnings per share calculation as of
February 28, 2022, compared to 17.1 million as of February 28, 2021.

Cash dividends declared per common share
Cash dividends per common share declared were as follows:

Quarter ended 2022 2021
November $ 0.4775 $ 0.4675 
February $ 0.4775 $ 0.4675 
Total $ 0.9550 $ 0.9350 
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Item 2. Management’s discussion and analysis of financial condition and results of operations
The following discussion and analysis of our financial condition and results of operations should be read together with the financial statements and the
related notes included elsewhere herein and the Consolidated Condensed Financial Statements, accompanying notes and management’s discussion and
analysis of financial condition and results of operations and other disclosures contained in the Walgreens Boots Alliance, Inc. Annual Report on Form 10-K
for the fiscal year ended August 31, 2021, as amended by Form 10-K/A for the fiscal year ended August 31, 2021 filed on November 24, 2021 (the “2021 10-
K”). This discussion contains forward-looking statements that involve risks and uncertainties. Our actual results may differ materially from those discussed
in forward-looking statements. Factors that might cause a difference include, but are not limited to, those discussed below under “Cautionary note regarding
forward-looking statements”, and in Item 1A, Risk factors, in our 2021 10-K. References herein to the “Company”, “we”, “us”, or “our” refer to Walgreens
Boots Alliance, Inc. and its subsidiaries, and in each case do not include unconsolidated partially-owned entities, except as otherwise indicated or the
context otherwise requires.

Certain amounts in the management's discussion and analysis of financial condition and results of operations may not add due to rounding. All percentages
have been calculated using unrounded amounts for each of the periods presented.

INTRODUCTION AND SEGMENTS

Walgreens Boots Alliance, Inc. and its subsidiaries (“Walgreens Boots Alliance” or the “Company”) is a global leader in retail pharmacy and is positioning to
become a leading provider of healthcare services. Its operations are conducted through three reportable segments:

• United States,
• International, and
• Walgreens Health

See Note 15. Segment reporting and Note 16. Sales, to the Consolidated Condensed Financial Statements for further information.

FACTORS, TRENDS AND UNCERTAINTIES AFFECTING OUR RESULTS AND COMPARABILITY
The Company has been, and we expect it to continue to be, affected by a number of factors that may cause actual results to differ from our historical results
or current expectations. These factors include: the impact of the COVID-19 pandemic (“COVID-19”) on our operations and financial results; the financial
performance of our equity method investees, including AmerisourceBergen Corporation (“AmerisourceBergen”); the influence of certain holidays;
seasonality; foreign currency rates; changes in vendor, payor and customer relationships and terms and associated reimbursement pressure; strategic
transactions and acquisitions, dispositions, joint ventures and other strategic collaborations; changes in laws, including U.S. tax law changes; the outcome of
legal and regulatory matters; changes in trade, tariffs, including trade relations between the U.S. and China, and international relations, including the UK's
withdrawal from the European Union and current geopolitical instability; the timing and magnitude of cost reduction initiatives, including under our
Transformational Cost Management Program (as defined below); the timing and severity of the cough, cold and flu season; fluctuations in variable costs; the
impacts of looting, natural disasters, war, terrorism and other catastrophic events; and changes in general economic conditions in the markets in which the
Company operates.

Specialty pharmacy represents a significant and growing proportion of prescription drug spending in the U.S., a significant portion of which is dispensed
outside of traditional retail pharmacies. To better serve the evolving specialty pharmacy market, in March 2017, we and Prime Therapeutics LLC (“Prime”),
a pharmacy benefit management company (“PBM”), closed a transaction to form a combined central specialty pharmacy and mail services company,
AllianceRx Walgreens, using an innovative model that seeks to align pharmacy, PBM, and health plans to coordinate patient care, improve health outcomes
and deliver cost of care opportunities. On December 31, 2021, we purchased Prime’s portion of the joint venture and now wholly own AllianceRx Walgreens.
Certain clients of AllianceRx Walgreens are not obligated to contract through AllianceRx Walgreens, and have in the past, and may in the future, enter into
specialty pharmacy and other agreements without involving AllianceRx Walgreens. Certain clients have chosen not to renew their contracts through
AllianceRx Walgreens which impacts gross sales. However, considering the relatively low margin nature of this business, the Company does not anticipate
this will have a material impact on operating income.

In January 2022, the Company announced a strategic review of its Boots business, including the No7 beauty company. This review is in line with the
Company’s renewed priorities and strategic direction, including its increased focus on healthcare services in the U.S. The review is currently in progress.
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These and other factors can affect the Company’s operations and net earnings for any period and may cause such results not to be comparable to the same
period in previous years. The results presented in this report are not necessarily indicative of future operating results.

COVID-19
COVID-19 has severely impacted, and may continue to impact, the economies of the U.S., the UK and other countries around the world. COVID-19 has
created significant public health concerns as well as significant volatility, uncertainty and economic disruption in every region in which we operate, which
has adversely affected, and may again adversely affect, our industries and our business operations. Further, financial and credit markets experienced, and may
again experience, volatility. Policies and initiatives were put in place to reduce the transmission of COVID-19, among other things, temporary closure or
reduced hours of operation of certain store locations in U.S., the UK and other countries, reduced customer traffic and sales in our retail pharmacies and the
adoption of work-from-home policies.

In response to COVID-19 and emerging variants, various domestic and foreign, federal, state and local governmental legislation, regulations, orders, policies
and initiatives have been implemented that are designed to reduce the transmission of COVID-19, as well as to help address economic and market volatility
and instability resulting from COVID-19. The Company has assessed and will continue to assess the impact of these governmental actions on the Company.
The Company has participated in certain of these programs, including for example availing itself to certain tax deferrals which were introduced by the
CARES Act in the U.S., and certain tax deferral and benefit and employee wage support in the UK, and if available, may continue to do so in the future.

The Company continues to play a critical role in fighting the COVID-19 pandemic. The Company has worked with the Centers for Disease Control and
Prevention (“CDC”), U.S. Department of Health and Human Services (“HHS”) and the U.S. government to help administer COVID-19 vaccinations to the
general public, high priority groups, including long-term care facility residents and staff. The United States segment also expanded vaccination models to
ensure convenient access, including same-day and walk-in appointments, mobile clinics, employer partnerships and extended hours. As of February 28,
2022, the Company has administered more than 62 million COVID-19 vaccinations, including 12 million booster vaccinations, and more than 26 million
COVID-19 tests in the U.S. During the six months ended February 28, 2022, the Company has administered more than 27 million COVID-19 vaccinations
and more than 13 million COVID-19 tests in the U.S.

During the three months ended February 28, 2022, performance was driven by execution in COVID-19 vaccine and testing delivery, US retail sales growth,
and continued rebound in the International segment. In the United States segment, comparable prescriptions filled increased 4.7%, including a positive
impact of 275 basis points from COVID-19 vaccinations. The Company continued to be challenged by staffing shortages and temporary operating hour
reductions as the Omicron surge drove an increase in COVID-19 related absences. Comparable retail sales increased reflecting broad based growth across all
categories including health and wellness, which was aided by at-home COVID-19 tests. Gross profit increased compared with the year-ago period driven by
improved pharmacy margin, aided by COVID-19 vaccinations. The International segment experienced an increase in retail sales in the Boots UK market as
footfall improved compared to the year-ago period, however store foot traffic remained below pre-COVID-19 levels with restrictions to combat the Omicron
surge in place for most of the quarter. The Company also incurred an increase in selling, general and administrative expenses (“SG&A”) when compared to
the prior year, from investments to support COVID-19 vaccinations and testing sales growth in the U.S. and COVID-19 related government support in the
UK which occurred in the prior year.

The situation surrounding COVID-19 remains fluid, and could result in additional mandates and directives, including revisions thereto, from foreign, federal,
state, county and city authorities throughout the continuation of the COVID-19 pandemic and for sometime thereafter. The impact on the U.S. and global
economies, including supply chains and the labor force, and consumer, customer and health care utilization pattern depends upon the evolving factors and
future developments related to COVID-19. As a result, the financial and/or operational impact on the Company, operating results, cash flows and/or financial
condition is uncertain, but the impact, singularly or collectively, could be material and adverse.

The Company’s current expectations described above are forward-looking statements and our actual results may differ. Factors that might cause a difference
include, but are not limited to, those discussed below under “Cautionary note regarding forward-looking statements” and in Item 1A, Risk factors, in our
2021 10-K.
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WALGREENS HEALTH
In October 2021, the Company announced the launch of its new healthcare strategy. The Company plans to become a leading provider of local clinical care
services by leveraging its consumer-centric technology and pharmacy network to deliver value-based care. The Company’s goal is to provide better consumer
experiences, improve health outcomes and lower costs.

The Company’s Walgreens Health segment, created at the beginning of fiscal year 2022, is a consumer-centric, technology-enabled healthcare business that
engages consumers through a personalized, omni-channel experience across the care journey. Walgreens Health delivers improved health outcomes and lower
costs for payors and providers by delivering care through owned and partnered assets.

The Walgreens Health segment currently consists of a majority position in Village Practice Management Company, LLC (“VillageMD”), a leading, national
provider of value-based primary care services; a majority position in Shields Health Solutions Parent, LLC (“Shields”), a specialty pharmacy integrator and
accelerator for hospitals; and the Walgreens Health organically-developed business that contracts with payors and providers to deliver clinical healthcare
services to their members and members’ caregivers through both digital and physical channels.

The Company is now aligned into three reportable segments: United States, International and Walgreens Health. Fiscal year 2021 data related to the
Walgreens Health segment, has been reclassified in the Consolidated Condensed Financial Statements and accompanying notes to conform to the current
period presentation.

See Note 15. Segment reporting to the Consolidated Condensed Financial Statements for further information.

RECENT TRANSACTIONS

VillageMD acquisition
On November 24, 2021, the Company completed the acquisition of VillageMD. Pursuant to the terms and subject to the conditions set forth in the Unit
Purchase Agreement, the Company purchased additional outstanding equity interests of VillageMD, increasing the Company’s total beneficial ownership in
VillageMD’s outstanding equity interests from approximately 30% to approximately 63%, on a fully diluted basis, for a purchase price of $5.2 billion. The
total purchase price comprises cash consideration of $4.0 billion and a promissory note of $1.2 billion. The cash consideration of $4.0 billion consisted of
$2.9 billion paid to existing shareholders, including $1.9 billion paid to existing shareholders as part of the fully subscribed tender offer concluded on
December 28, 2021, and $1.1 billion paid in exchange for new preferred units issued by VillageMD. Subject to notice being served, the Company has an
option to prepay, and VillageMD has an option to require redemption of, the promissory note at any time. The promissory note is eliminated in consolidation
within the Consolidated Condensed Balance Sheets.

The Company accounted for this acquisition as a business combination resulting in consolidation of VillageMD within the Walgreens Health segment in its
financial statements.

See Note 3. Acquisitions and other investments, and Note 6. Equity method investments to the Consolidated Condensed Financial Statements for further
information.

Shields acquisition
On October 29, 2021, the Company completed the acquisition of Shields. Pursuant to the terms and subject to the conditions set forth in the Securities
Purchase Agreement, the Company purchased additional outstanding equity interests of Shields, increasing the Company’s total beneficial ownership in
Shields’ outstanding equity interests from 25% to approximately 70%, on a fully diluted basis, for cash consideration of $969 million, subject to certain
purchase price adjustments.

The Company accounted for this acquisition as a business combination resulting in consolidation of Shields within the Walgreens Health segment in its
financial statements.

See Note 3. Acquisitions and other investments, and Note 6. Equity method investments to the Consolidated Condensed Financial Statements for further
information.

WBA Q2 2022 Form 10-Q 39



Table of Contents
WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

MANAGEMENT'S DISCUSSION AND ANALYSIS

CareCentrix acquisition
On September 4, 2021, the Company executed a Membership Interest Purchase Agreement to acquire a majority equity interest in CareCentrix, a leading
player in the post-acute and home care management sectors, for a price that after the application of a net debt adjustment, is expected to be approximately
$330 million.

The investment will result in the Company owning approximately 55% controlling equity interest in CareCentrix. Under the terms of the Agreement, the
Company has an option to acquire the remaining equity interests of CareCentrix in the future. CareCentrix’ other equity holders will also have an option to
require the Company to purchase the remaining equity interests.

The transaction is subject to the receipt of required regulatory clearances and approvals and other customary closing conditions. Upon closing, the Company
will account for this acquisition as a business combination and consolidate CareCentrix within the Walgreens Health segment in its financial statements.

TRANSFORMATIONAL COST MANAGEMENT PROGRAM
On December 20, 2018, the Company announced a transformational cost management program that was expected to deliver in excess of $2 billion of annual
cost savings by fiscal year 2022 (the “Transformational Cost Management Program”). The Company achieved this goal at the end of fiscal year 2021.

On October 12, 2021, the Company expanded and extended the Transformational Cost Management Program through the end of fiscal 2024. As a result, the
Company increased its annual cost savings target to $3.3 billion by the end of fiscal 2024. The Company is on track to achieve the savings target.

The Transformational Cost Management Program, which is multi-faceted and includes divisional optimization initiatives, global smart spending, global smart
organization and the transformation of the Company’s information technology (IT) capabilities, is designed to help the Company achieve increased cost
efficiencies. To date, the Company has taken actions across all aspects of the Transformational Cost Management Program which focus on the United States
and International reportable segments along with the Company’s global functions. Divisional optimization within the Company’s segments includes activities
such as optimization of stores. As a result of the expanded program, the Company plans to reduce its presence by up to 150 Boots stores in the UK and up to
150 stores in the United States over the next three years which are incremental to the previously planned reductions of approximately 200 Boots stores in the
UK and approximately 250 stores in the U.S.

The Company currently estimates that the Transformational Cost Management Program will result in cumulative pre-tax charges to its GAAP financial
results of approximately $3.6 billion to $3.9 billion, of which $3.3 billion to $3.6 billion are expected to be recorded as exit and disposal activities. The
Company estimates that approximately 85% of the cumulative pre-tax charges relating to the Transformational Cost Management Program represent current
or future cash expenditures, primarily related to employee severance and business transition costs, IT transformation and lease and other real estate payments.

The Company currently estimates that it will recognize aggregate pre-tax charges to its GAAP financial results related to the Transformational Cost
Management Program as follows: 
Transformational Cost Management Program Activities Range of Charges
Lease obligations and other real estate costs $1,250 to $1,350 million
Asset impairments $525 to $575 million
Employee severance and business transition costs $1,150 to $1,200 million
Information technology transformation and other exit costs $400 to $450 million
Total cumulative pre-tax exit and disposal charges $3.3 to $3.6 billion
Other IT transformation costs $275 to $325 million
Total estimated pre-tax costs $3.6 to $3.9 billion

 Includes impairments relating to operating lease right-of-use and finance lease assets.
Primarily related to store closures and other asset impairments.
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Since the inception of the Transformational Cost Management Program to February 28, 2022, the Company has recognized aggregate cumulative pre-tax
charges to its financial results in accordance with GAAP of $1.8 billion, of which $1.5 billion are recorded as exit and disposal activities. See Note 4. Exit
and disposal activities, to the Consolidated Condensed Financial Statements for additional information. These charges included $448 million related to lease
obligations and other real estate costs, $296 million in asset impairments, $592 million in employee severance and business transition costs, $175 million of
information technology transformation and other exit costs and $241 million other IT costs.

In addition to the impacts discussed above, as a result of the actions related to store closures taken under the Transformational Cost Management Program,
the Company recorded $508 million of transition adjustments to decrease retained earnings due to the adoption of the new lease accounting standard (Topic
842) on September 1, 2019.

Costs from continuing operations under the Transformational Cost Management Program, which were primarily recorded in selling, general and
administrative expenses for the three and six months ended February 28, 2022 and 2021, were as follows (in millions):

Three months ended February 28, 2022 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 5 $ 1 $ — $ 5 
Asset impairments 1 3 — 4 
Employee severance and business transition costs 36 — 5 41 
Information technology transformation and other exit costs 1 4 — 5 
Total pre-tax exit and disposal charges $ 43 $ 8 $ 5 $ 56 
Other IT transformation costs 9 5 — 14 
Total pre-tax costs $ 52 $ 13 $ 5 $ 70 

Six months ended February 28, 2022 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 91 $ 3 $ — $ 95 
Asset impairments 16 28 — 44 
Employee severance and business transition costs 56 9 14 79 
Information technology transformation and other exit costs 2 11 — 13 
Total pre-tax exit and disposal charges $ 166 $ 51 $ 14 $ 231 
Other IT transformation costs 27 15 — 42 
Total pre-tax costs $ 193 $ 66 $ 14 $ 273 

Three months ended February 28, 2021 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 18 $ — $ — $ 18 
Asset impairments 1 3 — 4 
Employee severance and business transition costs 99 6 17 122 
Information technology transformation and other exit costs 4 7 — 11 
Total pre-tax exit and disposal charges $ 122 $ 16 $ 17 $ 154 
Other IT transformation costs 18 5 — 23 
Total pre-tax costs $ 140 $ 21 $ 17 $ 178 
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Six months ended February 28, 2021 United States International
Corporate and

Other
Walgreens Boots

Alliance, Inc.
Lease obligations and other real estate costs $ 40 $ — $ — $ 40 
Asset impairments 5 — — 5 
Employee severance and business transition costs 111 34 29 174 
Information technology transformation and other exit costs 14 2 — 15 
Total pre-tax exit and disposal charges $ 170 $ 36 $ 29 $ 235 
Other IT transformation costs 31 11 — 43 
Total pre-tax costs $ 201 $ 47 $ 30 $ 278 

The amounts and timing of all estimates are subject to change until finalized. The actual amounts and timing may vary materially based on various factors.
See “Cautionary note regarding forward-looking statements” below.

INVESTMENT IN AMERISOURCEBERGEN
As of February 28, 2022 and August 31, 2021, the Company owned 58,854,867 of AmerisourceBergen common shares, representing approximately 28.2% of
its outstanding common stock based on the share count publicly reported by AmerisourceBergen in its most recent quarterly report on Form 10-Q. The
Company has a shareholders agreement with AmerisourceBergen, which was most recently amended and restated in connection with the Alliance Healthcare
Sale (the “A&R Shareholders Agreement”). Pursuant to the A&R Shareholders Agreement, the Company has designated one member of
AmerisourceBergen’s board of directors. The Company is also permitted to acquire up to an additional 8,398,752 AmerisourceBergen shares in the open
market, and thereafter to designate another member of AmerisourceBergen’s board of directors. The amount of permitted open market purchases is subject to
increase or decrease in certain circumstances.

The Company accounts for its equity investment in AmerisourceBergen using the equity method of accounting, subject to a two-month reporting lag, with
the net earnings (loss) attributable to the investment classified within the Operating income of the Company's United States segment. During the six months
ended February 28, 2022 and 2021, the Company recognized equity income of $202 million and equity losses of $1.3 billion, in AmerisourceBergen,
respectively. The equity losses for the period ended February 28, 2021 were primarily due to AmerisourceBergen's recognition of loss of $5.6 billion, net of
tax, related to its ongoing opioid litigation in its financial statements for the three months ended September 30, 2020.

The financial performance of AmerisourceBergen will impact the Company’s results of operations. Additionally, a substantial and sustained decline in the
price of AmerisourceBergen’s common stock could trigger an impairment evaluation of our investment. These considerations may materially and adversely
affect the Company’s financial condition and results of operations.

For more information, see Note 2. Discontinued operations and Note 6. Equity method investments, to the Consolidated Condensed Financial Statements.
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EXECUTIVE SUMMARY
The following table presents certain key financial statistics. 
 (in millions, except per share amounts)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales $ 33,756 $ 32,779 $ 67,656 $ 64,217 
Gross profit 7,708 6,781 15,283 13,411 
Selling, general and administrative expenses 6,565 6,029 12,956 11,820 
Equity earnings (loss) in AmerisourceBergen 103 80 202 (1,293)
Operating income 1,246 832 2,529 298 
Adjusted operating income (Non-GAAP measure) 1,657 1,225 3,434 2,422 
Earnings before interest and income tax provision 1,047 1,083 4,947 611 
Net earnings attributable to Walgreens Boots Alliance, Inc. - continuing operations
(GAAP) 883 922 4,463 531 
Adjusted net earnings attributable to Walgreens Boots Alliance, Inc. - continuing
operations (Non-GAAP measure) 1,377 1,095 2,833 2,043 
Diluted net earnings per common share - continuing operations (GAAP) 1.02 1.06 5.15 0.61 
Adjusted diluted net earnings per common share - continuing operations (Non-GAAP
measure) 1.59 1.26 3.27 2.36 

 Percentage increases (decreases)

 
Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales 3.0 4.6 5.4 4.8
Gross profit 13.7 (3.4) 14.0 (2.8)
Selling, general and administrative expenses 8.9 2.0 9.6 0.4
Operating income 49.7 (26.8) NM (85.5)
Adjusted operating income (Non-GAAP measure) 35.3 (22.5) 41.8 (17.2)
Earnings before interest and income tax provision (3.3) (7.0) NM (71.2)
Net earnings attributable to Walgreens Boots Alliance, Inc. - continuing operations
(GAAP) (4.1) 6.3 NM (67.5)
Adjusted net earnings attributable to Walgreens Boots Alliance, Inc. - continuing
operations (Non-GAAP measure) 25.8 (12.1) 38.7 (13.7)
Diluted net earnings per common share - continuing operations (GAAP) (4.1) 8.7 NM (66.7)
Adjusted diluted net earnings per common share - continuing operations (Non-GAAP
measure) 25.9 (10.1) 38.6 (11.4)

 Percent to sales

 
Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Gross margin 22.8 20.7 22.6 20.9
Selling, general and administrative expenses 19.4 18.4 19.1 18.4

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and
related disclosures.
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NM - Not meaningful. Percentage increases above 200% or when one period includes income and other period includes loss are considered not
meaningful.

WALGREENS BOOTS ALLIANCE RESULTS OF OPERATIONS

Net earnings from continuing operations
Net earnings attributable to the Company for the three months ended February 28, 2022 were $883 million compared to net earnings of $922 million for the
prior year quarter. Diluted net earnings per share was $1.02 compared to diluted net earnings per share of $1.06 for the prior year quarter. The decreases in
net earnings and diluted net earnings per share reflect robust operating performance offset by impairment losses of certain equity investments in the current
year, as well as the gain on the partial sale of the company's equity method investment in Option Care Health in the year-ago quarter.

Net earnings attributable to the Company for the six months ended February 28, 2022 were $4.5 billion, compared to net earnings of $531 million for the
prior year period. Diluted net earnings per share was $5.15 compared to diluted net earnings per share of $0.61 for the prior year period. The increases in net
earnings and diluted net earnings per share reflect a $2.5 billion after-tax gain in the first quarter due to the remeasurement of the Company's previously held
minority equity and debt investments in VillageMD and Shields to fair value, and a $1.2 billion charge, net of tax, from the company's equity earnings in
AmerisourceBergen in the year-ago period.

Other expense for the three months ended February 28, 2022 was $198 million compared to income of $251 million in the year ago quarter. The decrease is
mainly due to current year impairment losses of certain equity investments and the gain on the partial sale of the company's equity method investment in
Option Care Health in the year-ago quarter. Other income for the six months ended February 28, 2022 was $2.4 billion compared to $313 million in the year
ago period. The increase in other income is mainly due to the remeasurement of the Company's previously held equity and debt investments in VillageMD
and Shields to fair value during the six months ended February 28, 2022.

Net interest expense was $100 million and $186 million for the three and six months ended February 28, 2022, respectively, compared to $137 million and
$272 million for the three and six months ended February 28, 2021, respectively. The decrease in interest expense was primarily the result of debt
extinguishments completed during fiscal year 2021 and lower interest rates on remaining debt.

The Company's effective tax rate for the three months ended February 28, 2022 was 18.2 percent, compared to 4.4 percent for the three months ended
February 28, 2021. The increase in the effective tax rate was primarily due to prior year discrete tax benefits recorded for the reduction of a valuation
allowance on net deferred tax assets and tax benefits from internal restructuring.

The effective tax rate for the six months ended February 28, 2022 was an expense of 9.4 percent, primarily due to lower tax expense on gains from
consolidation of the Company's investment in VillageMD and Shields. See Note 3. Acquisitions and other investments for further information. The effective
tax rate for the six months ended February 28, 2021 was a benefit of 48.6 percent due to the discrete tax effect of equity losses in AmerisourceBergen. See
Note 6. Equity method investments for further information.

Adjusted net earnings from continuing operations (Non-GAAP measure)
Adjusted net earnings attributable to the Company for the three months ended February 28, 2022 increased 25.8 percent to $1.4 billion compared with the
prior year quarter. Adjusted diluted net earnings per share for the three months ended February 28, 2022 increased 25.9 percent to $1.59 compared with the
year-ago quarter. Adjusted diluted net earnings and adjusted diluted net earnings per share were both negatively impacted by 0.6 percentage points as a result
of currency translation.

Excluding the impact of currency translation, the increases in adjusted net earnings for the three months ended February 28, 2022 primarily reflect strong
adjusted gross profit growth across both pharmacy and retail in the United States segment and a continued rebound in International segment sales and
profitability, partly offset by growth investments in Walgreens Health. See “Non-GAAP Measures” below for a reconciliation to the most directly
comparable financial measure calculated in accordance with GAAP and related disclosures.
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Adjusted net earnings attributable to the Company for the six months ended February 28, 2022 increased 38.7 percent to $2.8 billion compared with the prior
year period. Adjusted diluted net earnings per share for the six months ended February 28, 2022 increased 38.6 percent to $3.27 compared with the year-ago
period. Adjusted diluted net earnings and adjusted diluted net earnings per share were both negatively impacted by 0.3 percentage points as a result of
currency translation.

Excluding the impact of currency translation, the increases in adjusted net earnings for the six months ended February 28, 2022 primarily reflect strong
adjusted gross profit growth across both pharmacy and retail in the United States segment and a continued rebound in International segment sales and
profitability, partly offset by growth investments in Walgreens Health. See “Non-GAAP Measures” below for a reconciliation to the most directly
comparable financial measure calculated in accordance with GAAP and related disclosures.

RESULTS OF OPERATIONS BY SEGMENT

United States
The Company's United States segment includes the Walgreens business which includes the operations of retail drugstores, health and wellness services, and
mail and central specialty pharmacy services, and its equity method investment in AmerisourceBergen. Sales for the segment are principally derived from the
sale of prescription drugs and a wide assortment of retail products, including health and wellness, beauty, personal care and consumables and general
merchandise.

FINANCIAL PERFORMANCE (in millions, except location amounts)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales $ 27,667 $ 27,344 $ 55,699 $ 54,507 
Gross profit 6,487 5,702 12,834 11,341 
Selling, general and administrative expenses 5,199 4,954 10,290 9,723 
Equity earnings (loss) in AmerisourceBergen 103 80 202 (1,293)
Operating income 1,390 828 2,746 324 
Adjusted operating income (Non-GAAP measure) 1,588 1,163 3,277 2,318 

Number of prescriptions 203.3 195.3 421.3 399.8 
30-day equivalent prescriptions 300.0 288.5 613.8 585.8 
Number of locations at period end 8,906 8,993 8,906 8,993 
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 Percentage increases (decreases)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales 1.2 0.4 2.2 2.1
Gross profit 13.8 (2.2) 13.2 (1.7)
Selling, general and administrative expenses 4.9 3.3 5.8 1.2
Operating income 67.9 (21.8) NM (83.6)
Adjusted operating income (Non-GAAP measure) 36.5 (18.2) 41.4 (14.9)

Comparable sales 9.5 2.0 8.7 2.8
Pharmacy sales (3.3) 3.0 (1.1) 4.4
Comparable pharmacy sales 7.3 4.5 7.1 4.8
Retail sales 14.5 (6.6) 12.4 (4.6)
Comparable retail sales 14.7 (3.5) 12.8 (1.7)
Comparable number of prescriptions 4.6 (6.9) 5.9 (4.7)
Comparable 30-day equivalent prescriptions 4.7 (1.1) 5.4 0.7

 Percent to sales
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Gross margin 23.4 20.9 23.0 20.8
Selling, general and administrative expenses 18.8 18.1 18.5 17.8

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and
related disclosures.
Includes vaccinations, including COVID-19.
Includes the adjustment to convert prescriptions greater than 84 days to the equivalent of three 30-day prescriptions. This adjustment reflects the fact that
these prescriptions include approximately three times the amount of product days supplied compared to a normal prescription.
Comparable sales are defined as sales from stores that have been open for at least twelve consecutive months without closure for seven or more
consecutive days, including due to looting or store damage, and without a major remodel or being subject to a natural disaster, in the past twelve months
as well as e-commerce sales. E-commerce sales include digitally initiated sales online or through mobile applications. Relocated stores are not included
as comparable sales for the first twelve months after the relocation. Acquired stores are not included as comparable sales for the first twelve months after
acquisition or conversion, when applicable, whichever is later. Comparable sales, comparable pharmacy sales, comparable retail sales, comparable
number of prescriptions and comparable number of 30-day equivalent prescriptions refer to total sales, pharmacy sales, retail sales, number of
prescriptions and number of 30-day equivalent prescriptions, respectively. The method of calculating comparable sales varies across the retail industry
and our method of calculating comparable sales may not be the same as other retailers’ methods.

NM - Not meaningful. Percentage increases above 200% or when one period includes income and other period includes loss are considered not
meaningful.

Sales for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Sales for the three months ended February 28, 2022 increased by 1.2 percent to $27.7 billion, including 680 basis points impact of AllianceRx Walgreens
sales decline. Comparable sales increased by 9.5 percent for the three months ended February 28, 2022.
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Pharmacy sales decreased by 3.3 percent for the three months ended February 28, 2022 and represented 71.6 percent of the segment’s sales. Excluding
AllianceRx Walgreens, pharmacy sales increased by 7.3 percent. The increase is due to brand inflation and COVID-19 vaccinations and testing, partially
offset by reimbursement pressure. For the three months ended February 28, 2021, pharmacy sales increased 3.0 percent and represented 74.9 percent of the
segment’s sales. Comparable pharmacy sales increased 7.3 percent for the three months ended February 28, 2022 compared to an increase of 4.5 percent in
the year-ago quarter. Within comparable sales, prescriptions filled during the three months ended February 28, 2022 increased by 4.7 percent from a year
earlier, including a positive impact of approximately 2.7 percent from COVID-19 vaccinations. The effect of generic drugs, which have a lower retail price,
replacing brand name drugs reduced prescription sales by 0.2 percent for the three months ended February 28, 2022 compared to a reduction of 0.3 percent
for the year-ago quarter. The effect of generics on segment sales was a reduction of 0.1 percent for the three months ended February 28, 2022 compared to a
reduction of 0.2 percent for the year-ago quarter. Third party sales, where reimbursement is received from managed care organizations, governmental
agencies, employers or private insurers, were 97.4 percent of prescription sales for the three months ended February 28, 2022 compared to 97.5 percent in the
year-ago quarter. The total number of prescriptions (including vaccinations) filled for the three months ended February 28, 2022 was 203.3 million compared
to 195.3 million in the year-ago quarter. Prescriptions (including vaccinations) adjusted to 30-day equivalents were 300.0 million in the three months ended
February 28, 2022 compared to 288.5 million in the year-ago quarter.

Retail sales increased by 14.5 percent for the three months ended February 28, 2022 and were 28.4 percent of the segment’s sales. In comparison, in the year-
ago quarter, retail sales decreased by 6.6 percent and comprised 25.1 percent of the segment’s sales. Comparable retail sales increased 14.7 percent in the
three months ended February 28, 2022 and decreased 3.5 percent in the year-ago quarter. The increase in comparable retail sales in the current quarter was
primarily driven by health & wellness, including favorable impact of at-home COVID-19 tests and cough cold flu, as well as personal care and beauty
categories, partially offset by the continued de-emphasis of tobacco.

Operating income for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Operating income for the three months ended February 28, 2022 was $1.4 billion, including $103 million from the Company's share of equity earnings in
AmerisourceBergen. This compared with an income of $828 million in the prior year quarter, including $80 million from Company's share of equity earnings
in AmerisourceBergen. Excluding the impact of AmerisourceBergen, the increase was due to sales and gross profit growth across both pharmacy and retail.

Gross margin was 23.4 percent for the three months ended February 28, 2022 compared to 20.9 percent in the year-ago quarter. Gross margin was positively
impacted in the current quarter by pharmacy margins and partially offset by retail margins. The increase in pharmacy margin was primarily due to COVID-19
vaccinations and testing and specialty, partially offset by brand procurement and reimbursement pressure. The decrease in retail margin was primarily due to
shrink.

Selling, general and administrative expenses as a percentage of sales were 18.8 percent for the three months ended February 28, 2022 and 18.1 percent for the
three months ended February 28, 2021. Costs related to COVID-19 vaccinations and testing sales growth and labor investment were partially offset by
savings related to the Company's Transformational Cost Management Program.

Adjusted operating income (Non-GAAP measure) for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Adjusted operating income for the three months ended February 28, 2022 increased by 36.5 percent to $1.6 billion. The increase was primarily due to sales
and adjusted gross profit growth across both pharmacy and retail.

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and related
disclosures.

Sales for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Sales for the six months ended February 28, 2022 increased by 2.2 percent to $55.7 billion, including 474 basis points impact of AllianceRx Walgreens sales
decline. Comparable sales increased by 8.7 percent for the six months ended February 28, 2022.
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Pharmacy sales decreased by 1.1 percent for the six months ended February 28, 2022 and represented 73.5 percent of the segment’s sales. Excluding
AllianceRx Walgreens, pharmacy sales increased by 6.5 percent. The increase is due to brand inflation and COVID-19 vaccinations and testing, partially
offset by reimbursement pressure. For the six months ended February 28, 2021, pharmacy sales increased 4.4 percent and represented 75.9 percent of the
segment’s sales. Comparable pharmacy sales increased 7.1 percent for the six months ended February 28, 2022 compared to an increase of 4.8 percent in the
year-ago period. Within comparable sales, prescriptions filled during the six months ended February 28, 2022 increased by 5.4 percent from a year earlier,
including a positive impact of approximately 4.1 percent from COVID-19 vaccinations. The effect of generic drugs, which have a lower retail price,
replacing brand name drugs reduced prescription sales by 0.2 percent for the six months ended February 28, 2022 compared to a reduction of 0.3 percent for
the year-ago period. The effect of generics on segment sales was a reduction of 0.1 percent for the six months ended February 28, 2022 compared to a
reduction of 0.2 percent for the year-ago period. Third party sales, where reimbursement is received from managed care organizations, governmental
agencies, employers or private insurers, were 97.3 percent of prescription sales for the six months ended February 28, 2022 compared to 97.5 percent in the
year-ago period. The total number of prescriptions (including vaccinations) filled for the six months ended February 28, 2022 was 421.3 million compared to
399.8 million in the year-ago period. Prescriptions (including vaccinations) adjusted to 30-day equivalents were 613.8 million in the six months ended
February 28, 2022 compared to 585.8 million in the year-ago period.

Retail sales increased by 12.4 percent for the six months ended February 28, 2022 and were 26.5 percent of the segment’s sales. In comparison, in the year-
ago period, retail sales decreased by 4.6 percent and comprised 24.1 percent of the segment’s sales. Comparable retail sales increased 12.8 percent in the six
months ended February 28, 2022 and decreased 1.7 percent in the year-ago period. The increase in comparable retail sales in the current period was primarily
driven by health & wellness, including favorable impact of at-home COVID-19 tests and cough cold flu, as well as personal care and beauty categories,
partially offset by the continued de-emphasis of tobacco.

Operating income for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Operating income for the six months ended February 28, 2022 was $2.7 billion, including $202 million from the Company's share of equity earnings in
AmerisourceBergen. This compared with operating income of $324 million in the prior year period, including Company's equity loss in AmerisourceBergen
of $1.3 billion. Excluding the impact of AmerisourceBergen, the increase was due to sales and gross profit growth across both pharmacy and retail.

Gross margin was 23.0 percent for the six months ended February 28, 2022 compared to 20.8 percent in the year-ago period. Gross margin was positively
impacted in the current quarter by pharmacy margins and partially offset by retail margins. The increase in pharmacy margin was primarily due to COVID-19
vaccinations and testing and specialty, partially offset by brand procurement and reimbursement pressure. The decrease in retail margin was primarily due to
shrink and increased import freight costs.

Selling, general and administrative expenses as a percentage of sales were 18.5 percent for the six months ended February 28, 2022 and 17.8 percent for the
six months ended February 28, 2021. Costs related to COVID-19 vaccinations and testing and labor investments were partially offset by savings related to
the Company's Transformational Cost Management Program.

Adjusted operating income (Non-GAAP measure) for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Adjusted operating income for the six months ended February 28, 2022 increased by 41.4 percent to $3.3 billion. The increase was primarily due to adjusted
sales and gross profit growth across both pharmacy and retail.

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and related
disclosures.

WBA Q2 2022 Form 10-Q 48



Table of Contents
WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES

MANAGEMENT'S DISCUSSION AND ANALYSIS

International
The Company's International segment consists of pharmacy-led health and beauty retail businesses outside the U.S. and pharmaceutical wholesaling and
distribution business in Germany. Pharmacy-led health and beauty retail businesses include Boots branded stores in the UK, the Republic of Ireland and
Thailand, the Benavides brand in Mexico and the Ahumada brand in Chile. Sales for these businesses are principally derived from the sale of prescription
drugs and health and wellness, beauty, personal care and other consumer products.

The International segment operates in currencies other than the U.S. dollar, including the British pound sterling, Euro, Chilean peso and Mexican peso and
therefore the segment’s results are impacted by movements in foreign currency exchange rates. See Item 3, “Quantitative and qualitative disclosure about
market risk, foreign currency exchange rate risk”, for further information on currency risk.

The Company presents certain information related to operating results in “constant currency,” which is a non-GAAP financial measure. Comparable sales in
constant currency, comparable pharmacy sales in constant currency and comparable retail sales in constant currency exclude the effects of fluctuations in
foreign currency exchange rates. See “Non-GAAP Measures.”

FINANCIAL PERFORMANCE (in millions, except location amounts)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales $ 5,563 $ 5,425 $ 11,381 $ 9,709 
Gross profit 1,206 1,079 2,413 2,069 
Selling, general and administrative expenses 1,033 973 2,186 1,925 
Operating income 173 106 227 145 
Adjusted operating income (Non-GAAP measure) 226 146 389 232 

Number of retail locations at period end 4,017 4,123 4,017 4,123 

 Percentage increases (decreases)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales 2.6 32.6 17.2 23.4
Gross profit 11.8 (9.2) 16.6 (8.1)
Selling, general and administrative expenses 6.2 (7.2) 13.6 (6.6)
Operating income 62.8 (24.0) 56.6 (24.3)
Adjusted operating income (Non-GAAP measure) 55.0 (28.3) 67.7 (20.0)

Comparable sales in constant currency 13.5 (8.4) 12.8 (6.2)
Pharmacy sales 2.1 1.6 7.7 0.7
Comparable pharmacy sales in constant currency 4.4 4.6 6.8 4.2
Retail sales 15.2 (17.6) 16.6 (14.2)
Comparable retail sales in constant currency 19.0 (15.3) 16.4 (12.0)

 Percent to sales
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Gross margin 21.7 19.9 21.2 21.3
Selling, general and administrative expenses 18.6 17.9 19.2 19.8
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See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and
related disclosures.
Comparable sales in constant currency are defined as sales from stores that have been open for at least twelve consecutive months without closure for
seven or more consecutive days, including due to looting or store damage, and without a major remodel or being subject to a natural disaster, in the past
twelve months as well as e-commerce sales. Comparable sales in constant currency exclude wholesale sales in Germany. E-commerce sales include
digitally initiated sales online or through mobile applications. Relocated stores are not included as comparable stores for the first twelve months after the
relocation. Acquired stores are not included as comparable sales for the first twelve months after acquisition or conversion, when applicable, whichever
is later. Comparable sales in constant currency, comparable pharmacy sales in constant currency and comparable retail sales in constant currency refer to
total sales, pharmacy sales and retail sales, respectively. The method of calculating comparable sales in constant currency varies across the retail industry
and our method of calculating comparable sales in constant currency may not be the same as other retailers’ methods.

Sales for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Sales for the three months ended February 28, 2022 increased 2.6 percent to $5.6 billion. The unfavorable impact of currency translation on sales was 4.9
percentage points. Comparable sales in constant currency, which exclude sales associated with the Company's pharmaceutical wholesale business in
Germany, increased 13.5 percent, mainly due to higher sales in Boots UK. Sales in the comparable year ago-quarter include the adverse impact of strict
COVID-19 restrictions on store footfall, as the UK entered a second national lockdown in November 2020.

Pharmacy sales increased 2.1 percent in the three months ended February 28, 2022 and represented 17.2 percent of the segment’s sales. The negative impact
of currency translation on pharmacy sales was 2.4 percentage points. Comparable pharmacy sales in constant currency increased 4.4 percent, primarily in the
UK, reflecting stronger demand for pharmacy services.

Retail sales increased 15.2 percent for the three months ended February 28, 2022 and represented 33.8 percent of the segment’s sales. The negative impact of
currency translation on retail sales was 2.7 percentage points. Comparable retail sales in constant currency increased 19.0 percent reflecting higher retail sales
in the UK, including a recovery in store footfall compared to a year ago-quarter, as COVID-19 restrictions were less severe. Footfall on the UK high street
remains below pre-COVID-19 levels.

Operating income for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Operating income for the three months ended February 28, 2022 increased 62.8 percent to $173 million. Operating income was negatively impacted by 7.4
percentage points ($8 million) as a result of currency translation. Excluding the impact of currency translation, the increase in operating income was
primarily in the UK, reflecting recovery in UK footfall, as a result of less severe COVID-19 restrictions. This was partially offset by increased investments in
selling, general and administrative expenses.

Gross profit increased 11.8 percent for the three months ended February 28, 2022. Gross profit was adversely impacted by 3.4 percentage points ($36
million) as a result of currency translation. The remaining increase was primarily due to higher retail sales and stronger demand for pharmacy services in the
UK, together with higher gross profit associated with the Company's pharmaceutical wholesale business in Germany. This was partially offset by higher
National Health Service (“NHS”) reimbursement levels in the year ago quarter.

Selling, general and administrative expenses increased 6.2 percent for the three months ended February 28, 2022. Expenses were favorably impacted by 2.9
percentage points ($29 million) as a result of currency translation. Excluding the impact of currency translation, the increase reflects increased investments in
labor, marketing and IT compared to the year-ago quarter.

As a percentage of sales, selling, general and administrative expenses were 18.6 percent in the three months ended February 28, 2022 compared to 17.9
percent in the year-ago quarter.
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Adjusted operating income (Non-GAAP measure) for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Adjusted operating income for the three months ended February 28, 2022 increased 55.0 percent to $226 million. Adjusted operating income was negatively
impacted by 5.7 percentage points ($8 million) as a result of currency translation. Excluding the impact of currency translation, the increase in adjusted
operating income was primarily in the UK, reflecting higher retail sales. This was partially offset by increased investments in selling, general and
administrative expenses.

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and related
disclosures.

Sales for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Sales for the six months ended February 28, 2022 increased 17.2 percent to $11.4 billion, which includes incremental sales associated with the Company's
pharmaceutical wholesale business in Germany, formed on 1 November 2020. The unfavorable impact of currency translation on sales was 2.0 percentage
points. Comparable sales in constant currency, which exclude sales associated with Germany, increased 12.8 percent, mainly due to higher sales in Boots UK.
Sales in the comparable year ago-period include the adverse impact of strict COVID-19 restrictions on store footfall, as the UK entered a second national
lockdown in November 2020.

Pharmacy sales increased 7.7 percent in the six months ended February 28, 2022 and represented 17.4 percent of the segment’s sales. The positive impact of
currency translation on pharmacy sales was 1.0 percentage points. Comparable pharmacy sales in constant currency increased 6.8 percent, primarily in the
UK, reflecting stronger demand for pharmacy services.

Retail sales increased 16.6 percent for the six months ended February 28, 2022 and represented 32.3 percent of the segment’s sales. The positive impact of
currency translation on retail sales was 0.7 percentage points. Comparable retail sales in constant currency increased 16.4 percent reflecting higher retail sales
in the UK, including a recovery in store footfall compared to a year ago-period, as COVID-19 restrictions were less severe. Footfall on the UK high street
remains below pre-COVID-19 levels.

Operating income for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Operating income for the six months ended February 28, 2022 increased 56.6 percent to $227 million. Operating income was negatively impacted by 6.4
percentage points ($9 million) as a result of currency translation. Excluding the impact of currency translation, the increase in operating income was
primarily in the UK, reflecting recovery in UK footfall, following the easing of COVID-19 restrictions and stronger demand for services. This was partially
offset by increased investment in labor, higher NHS reimbursement levels in the year ago period in the UK and acquisition-related activity in Germany.

Gross profit increased 16.6 percent for the six months ended February 28, 2022. Gross profit was not significantly impacted by currency translation.
Excluding the impact of currency translation, the increase was primarily due to higher retail sales and stronger demand for pharmacy services in the UK,
together with the incremental gross profit associated with the Company's pharmaceutical wholesale business in Germany. This was partially offset by higher
NHS reimbursement levels in the year ago period.

Selling, general and administrative expenses increased 13.6 percent for the six months ended February 28, 2022. Expenses were negatively impacted by 0.5
percentage points ($10 million) as a result of currency translation. Excluding the impact of currency translation, the increase reflects increased investments in
acquisition-related activity compared to the year-ago period, incremental expenses associated with the Company's wholesale business in Germany, increased
investments in labor and marketing, and the non-recurring COVID-19 related government support in the year ago period.

As a percentage of sales, selling, general and administrative expenses were 19.2 percent in the six months ended February 28, 2022 compared to 19.8 percent
in the year-ago period.

Adjusted operating income (Non-GAAP measure) for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Adjusted operating income for the six months ended February 28, 2022 increased 67.7 percent to $389 million. Adjusted operating income in the period was
adversely impacted 3.4 percent ($8 million) by currency translation. Excluding the impact of currency translation, the increase in adjusted operating income
was primarily in the UK, reflecting higher retail sales and stronger demand for pharmacy services. This was partially offset by increased investments in
selling, general and administrative expenses and higher NHS reimbursement levels in the year ago period.
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See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and related
disclosures.

Walgreens Health
The Company’s Walgreens Health segment, created at the beginning of fiscal year 2022, is a consumer-centric, technology-enabled healthcare business that
engages consumers through a personalized, omni-channel experience across the care journey. Walgreens Health delivers improved health outcomes and lower
costs for payors and providers by delivering care through owned and partnered assets.

The Walgreens Health segment currently consists of a majority position in VillageMD, a leading, national provider of value-based primary care services; a
majority position in Shields, a specialty pharmacy integrator and accelerator for hospitals; and the Walgreens Health organically-developed business that
contracts with payors and providers to deliver clinical healthcare services to their members and members’ caregivers through both digital and physical
channels.

FINANCIAL PERFORMANCE (in millions, except payor, location and clinic amounts)
 Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Sales $ 527 $ — $ 577 $ — 
Gross profit 15 — 36 — 
Selling, general and administrative expenses 227 11 292 14 
Operating loss (212) (11) (257) (14)
Adjusted operating loss (Non-GAAP measure) (77) (11) (90) (14)

Number of payor/provider partnerships at period end 2 — 2 — 
Number of locations with Walgreens Health Corners at period end 47 — 47 — 
Number of VillageMD co-located clinics at period end 94 — 94 — 

See “Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and
related disclosures.

Sales for the three months ended February 28, 2022
Sales for the three months ended February 28, 2022 were $527 million. This includes VillageMD sales of $446 million and Shields sales of $81 million.

Operating loss for the three months ended February 28, 2022 compared to three months ended February 28, 2021
Operating loss for the three months ended February 28, 2022 was $212 million, compared to a loss of $11 million in the year-ago quarter.

Gross profit for the three months ended February 28, 2022 was $15 million, reflecting results from Shields and VillageMD. Gross profit was driven by
Shields key contract wins partly offset by growth investments at VillageMD.

Selling, general and administrative expenses were $227 million for the three months ended February 28, 2022 compared to $11 million for the three months
ended February 28, 2021. Selling, general and administrative expenses reflect the two acquisitions and acceleration of investments in the Walgreens Health
organically-developed business for the three months ended February 28, 2022.

Adjusted operating loss (Non-GAAP measure) for the three months ended February 28, 2022 compared to three months ended February 28, 2021

1

1
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Adjusted operating loss was $77 million for the three months ended February 28, 2022, reflecting the two acquisitions and accelerating of investments in
Walgreens Health organically-developed business compared to a loss of $11 million in the year-ago quarter. See “Non-GAAP Measures” below for a
reconciliation to the most directly comparable financial measure calculated in accordance with GAAP and related disclosures.

Sales for the six months ended February 28, 2022
Sales for the six months ended February 28, 2022 were $577 million. This includes VillageMD sales of $472 million reflecting ownership since the
acquisition date of November 24, 2021 and Shields sales of $105 million reflecting ownership since the acquisition date of October 29, 2021.

Operating loss for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Operating loss for the six months ended February 28, 2022 was $257 million, compared to a loss of $14 million in the year-ago period.

Gross profit for the six months ended February 28, 2022 was $36 million, reflecting results from Shields and VillageMD. Gross profit was driven by Shields
key contract wins partly offset by growth investments at VillageMD.
Selling, general and administrative expenses were $292 million for the six months ended February 28, 2022 compared to $14 million for the six months
ended February 28, 2021. Selling, general and administrative expenses reflect the two acquisitions and accelerating of investments in Walgreens Health
organically-developed business for the six months ended February 28, 2022.

Adjusted operating loss (Non-GAAP measure) for the six months ended February 28, 2022 compared to six months ended February 28, 2021
Adjusted operating loss was $90 million for the six months ended February 28, 2022, reflecting the two acquisitions and accelerating of investments in
Walgreens Health compared to a loss of $14 million in the year-ago period. See “Non-GAAP Measures” below for a reconciliation to the most directly
comparable financial measure calculated in accordance with GAAP and related disclosures.

NON-GAAP MEASURES
The following information provides reconciliations of the supplemental non-GAAP financial measures, as defined under the SEC rules, presented herein to
the most directly comparable financial measures calculated and presented in accordance with GAAP. The Company has provided the non-GAAP financial
measures herein, which are not calculated or presented in accordance with GAAP, as supplemental information and in addition to the financial measures that
are calculated and presented in accordance with GAAP. See notes to the “Net Earnings (loss) From Continuing Operations (GAAP)” to “Adjusted diluted net
earnings per common share (Non-GAAP measure)” reconciliation table for definitions of non-GAAP financial measures and related adjustments presented
below.

These supplemental non-GAAP financial measures are presented because management has evaluated the Company's financial results both including and
excluding the adjusted items or the effects of foreign currency translation, as applicable, and believes that the supplemental non-GAAP financial measures
presented provide additional perspective and insights when analyzing the core operating performance of the Company from period to period and trends in the
Company's historical operating results. These supplemental non-GAAP financial measures should not be considered superior to, as a substitute for or as an
alternative to, and should be considered in conjunction with, the GAAP financial measures presented herein.

The Company does not provide a reconciliation for non-GAAP estimates on a forward-looking basis where it is unable to provide a meaningful or accurate
calculation or estimation of reconciling items and the information is not available without unreasonable effort. This is due to the inherent difficulty of
forecasting the timing or amount of various items that have not yet occurred, are out of the Company’s control or cannot be reasonably predicted, and that
would impact the most directly comparable forward-looking GAAP financial measure. These items may include but are not limited to merger integration
expenses, restructuring charges, acquisition-related costs, asset impairments and other significant items that currently cannot be predicted without
unreasonable efforts. For the same reasons, the Company is unable to address the probable significance of the unavailable information. Forward-looking non-
GAAP financial measures may vary materially from the corresponding GAAP financial measures.
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The Company also presents certain information related to current period operating results in “constant currency”, which is a non-GAAP financial measure.
These amounts are calculated by translating current period results at the foreign currency exchange rates used in the comparable period in the prior year. The
Company presents such constant currency financial information because it has significant operations outside of the U.S. reporting in currencies other than the
U.S. dollar and such presentation provides a framework to assess how its business performed excluding the impact of foreign currency exchange rate
fluctuations.

Operating income (loss) to Adjusted operating income (loss) by segments
(in millions)

Three months ended February 28, 2022

United States International Walgreens
Health

Corporate and
Other

Walgreens Boots
Alliance, Inc.

Operating income (loss) (GAAP) $ 1,390 $ 173 $ (212) $ (106) $ 1,246 
Transformational cost management 52 13 — 5 70 
Acquisition-related amortization 99 17 135 — 250 
Acquisition-related costs — 23 — 21 44 
Adjustments to equity earnings in AmerisourceBergen 51 — — — 51 
LIFO provision (5) — — — (5)
Adjusted operating income (loss) (Non-GAAP
measure) $ 1,588 $ 226 (77) $ (79) $ 1,657 

(in millions)
Three months ended February 28, 2021

United States International Walgreens
Health

Corporate and
Other

Walgreens Boots
Alliance, Inc.

Operating income (loss) (GAAP) $ 828 $ 106 $ (11) $ (91) $ 832 
Transformational cost management 140 21 — 17 178 
Acquisition-related amortization 96 17 — — 114 
Acquisition-related costs (9) 2 — 2 (5)
Adjustments to equity earnings (loss) in
AmerisourceBergen 45 — — — 45 
LIFO provision 2 — — — 2 
Certain legal and regulatory accruals and settlements 60 — — — 60 
Adjusted operating income (loss) (Non-GAAP
measure) $ 1,163 $ 146 $ (11) $ (72) $ 1,225 
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(in millions)
Six months ended February 28, 2022

United States International Walgreens
Health

Corporate and
Other

Walgreens Boots
Alliance, Inc.

Operating income (loss) (GAAP) $ 2,746 $ 227 $ (257) $ (188) $ 2,529 
Transformational cost management 193 66 — 14 273 
Acquisition-related amortization 238 34 143 — 415 
Acquisition-related costs (3) 62 24 32 115 
Adjustments to equity earnings in AmerisourceBergen 94 — — — 94 
LIFO provision 9 — — — 9 
Adjusted operating income (loss) (Non-GAAP
measure) $ 3,277 $ 389 (90) $ (143) $ 3,434 

(in millions)
Six months ended February 28, 2021

United States International Walgreens
Health

Corporate and
Other

Walgreens Boots
Alliance, Inc.

Operating income (loss) (GAAP) $ 324 $ 145 $ (14) $ (157) $ 298 
Transformational cost management 201 47 — 29 278 
Acquisition-related amortization 173 36 — — 209 
Acquisition-related costs (1) 4 — 13 16 
Adjustments to equity earnings (loss) in
AmerisourceBergen 1,526 — — — 1,526 
LIFO provision 35 — — — 35 
Certain legal and regulatory accruals and settlements 60 — — — 60 
Adjusted operating income (loss) (Non-GAAP
measure) $ 2,318 $ 232 $ (14) $ (114) $ 2,422 

Net Earnings to Adjusted net earnings & Earnings per share to Adjusted Earnings per share
(in millions)

 
Three months ended February

28, Six months ended February 28,
 2022 2021 2022 2021
Net earnings from continuing operations (GAAP) $ 883 $ 922 $ 4,463 $ 531 

Adjustments to operating income:
Transformational cost management 70 178 273 278 
Acquisition-related amortization 250 114 415 209 
Acquisition-related costs 44 (5) 115 16 
Adjustments to equity earnings (loss) in AmerisourceBergen 51 45 94 1,526 
Certain legal and regulatory accruals and settlements — 60 — 60 
LIFO provision (5) 2 9 35 
Total adjustments to operating income 411 393 906 2,124 

1

2

3

5
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Adjustments to other (expense) income:
Net investment hedging (gain) loss — (7) 1 1 
Adjustment to gain on disposal of discontinued operations 38 — 38 — 
Impairment of equity method investment and investment in equity securities 190 — 190 — 
Gain on previously held investments — — (2,576) — 
Gain on sale of equity method investment — (191) (191)
Total adjustments to other (expense) income 228 (199) (2,347) (190)

Adjustments to income tax provision (benefit):
Equity method non-cash tax 12 20 30 (326)
Tax impact of adjustments (109) (52) (135) (113)
Total adjustments to income tax provision (benefit) (97) (33) (105) (439)

Adjustments to post tax earnings in other equity method investments:
Adjustments to equity earnings in other equity method investments 10 24 24 37 
Total adjustments to post tax earnings from other equity method investments 10 24 24 37 

Adjustments to net earnings attributable to non-controlling interests:
Transformational cost management — 3 (1) 2 
Acquisition-related amortization (56) (12) (88) (16)
Acquisition-related costs (3) — (20) — 
LIFO provision — (3) — (6)
Total adjustments to net earnings attributable to non-controlling interests (59) (13) (109) (20)

Adjusted net earnings attributable to Continuing Operations (Non-GAAP
measure) $ 1,377 $ 1,095 $ 2,833 $ 2,043 
Net earnings attributable to Walgreens Boots Alliance, Inc. - discontinued
operations (GAAP) — 104 — 187 
Transformational cost management — 4 — 9 
Acquisition-related amortization — 7 — 28 
Acquisition-related costs — 8 — 10 
Tax impact of adjustments — (6) — (11)
Total adjustments to net earnings (loss) attributable to Walgreens Boots Alliance,
Inc. - discontinued operations $ — $ 14 $ — $ 36 

Adjusted net earnings attributable to Walgreens Boots Alliance, Inc. -
discontinued operations (Non-GAAP measure) $ — $ 119 $ — $ 223 

Adjusted net earnings attributable to Walgreens Boots Alliance, Inc. (Non-
GAAP measure) $ 1,377 $ 1,214 $ 2,833 $ 2,266 

Diluted net earnings per common share - continuing operations (GAAP) $ 1.02 $ 1.06 $ 5.15 $ 0.61 
Adjustments to operating income 0.48 0.45 1.05 2.45 
Adjustments to other (expense) income 0.26 (0.23) (2.71) (0.22)
Adjustments to income tax provision (benefit) (0.11) (0.04) (0.12) (0.51)
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Adjustments to post tax earnings from other equity method investments 0.01 0.03 0.03 0.04 
Adjustments to net (loss) earnings attributable to non-controlling interests (0.07) (0.01) (0.13) (0.02)
Adjusted diluted net earnings per common share - continuing operations (Non-
GAAP measure) $ 1.59 $ 1.26 $ 3.27 $ 2.36 

Diluted net earnings per common share - discontinued operations (GAAP) $ — $ 0.12 $ — $ 0.22 
Total adjustments to net earnings attributable to Walgreens Boots Alliance, Inc. –
discontinued operations — 0.02 — 0.04 
Adjusted diluted net earnings per common share - discontinued operations
(Non-GAAP measure) $ — $ 0.14 $ — $ 0.26 
Adjusted diluted net earnings per common share (Non-GAAP measure) $ 1.59 $ 1.40 $ 3.27 $ 2.62 
Weighted average common shares outstanding, diluted (in millions) 865.2 865.6 866.4 865.7 

1 Transformational Cost Management Program charges are costs associated with a formal restructuring plan. These charges are primarily recorded within selling, general
and administrative expenses. These costs do not reflect current operating performance and are impacted by the timing of restructuring activity.

2 Acquisition-related amortization includes amortization of acquisition-related intangible assets, inventory valuation adjustments and stock-based compensation fair
valuation adjustments. Amortization of acquisition-related intangible assets includes amortization of intangible assets such as customer relationships, trade names,
trademarks and contract intangibles. Intangible asset amortization excluded from the related non-GAAP measure represents the entire amount recorded within the
Company’s GAAP financial statements. The revenue generated by the associated intangible assets has not been excluded from the related non-GAAP measures.
Amortization expense, unlike the related revenue, is not affected by operations of any particular period unless an intangible asset becomes impaired, or the estimated
useful life of an intangible asset is revised. These charges are primarily recorded within selling, general and administrative expenses. Business combination accounting
principles require us to measure acquired inventory at fair value. The fair value of the inventory reflects cost of acquired inventory and a portion of the expected profit
margin. The acquisition-related inventory valuation adjustments excludes the expected profit margin component from cost of sales recorded under the business
combination accounting principles. Stock based compensation fair valuation adjustment reflects difference between fair value based remeasurement of awards and the
grant date fair valuation. Post-acquisition compensation expense recognized in excess of the original grant date fair value of acquiree awards are excluded from the
related non-GAAP measures as these arise from acquisition-related accounting requirements or agreements, and are not reflective of normal operating activities.

3 Acquisition-related costs are transaction and integration costs associated with certain merger, acquisition and divestitures related activities. These costs include all
charges incurred on certain mergers, acquisition and divestitures related activities, for example, including costs related to integration efforts for successful merger,
acquisition and divestitures activities. Examples of such costs include deal costs, severance and stock compensation. These charges are primarily recorded within selling,
general and administrative expenses. These costs are significantly impacted by the timing and complexity of the underlying merger, acquisition and divestitures related
activities and do not reflect the Company’s current operating performance.

4 Certain legal and regulatory accruals and settlements relate to significant charges associated with certain legal proceedings. The Company excludes these charges when
evaluating operating performance because it does not incur such charges on a predictable basis and exclusion of such charges enables more consistent evaluation of the
Company’s operating performance. These charges are recorded within selling, general and administrative expenses.

5 Adjustments to equity earnings (loss) in AmerisourceBergen consist of the Company’s proportionate share of non-GAAP adjustments reported by AmerisourceBergen
consistent with the Company’s non-GAAP measures. The Company recognized equity losses in AmerisourceBergen of $1,373 million during the three months ended
November 30, 2020. These equity losses are primarily due to AmerisourceBergen's recognition of $5.6 billion, net of tax, charges related to its ongoing opioid litigation
in its financial statements for the three months period ended September 30, 2020.

6 The Company’s United States segment inventory is accounted for using the last-in-first-out (“LIFO”) method. This adjustment represents the impact on cost of sales as if
the United States segment inventory is accounted for using first-in first-out (“FIFO”) method. The LIFO provision is affected by changes in inventory quantities, product
mix, and manufacturer pricing practices, which may be impacted by market and other external influences. Therefore, the Company cannot control the amounts
recognized or timing of these items.

7 Gain or loss on certain derivative instruments used as economic hedges of the Company’s net investments in foreign subsidiaries. These charges are recorded within other
income (loss). We do not believe this volatility related to mark-to-market adjustment on the underlying derivative instruments reflects the Company’s operational
performance.
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8 During the three months ended February 28, 2022, the Company finalized the working capital adjustments with AmerisourceBergen related to the sale of the Alliance
Healthcare business, resulting in a $38 million charge recorded to Other (expense) income in the Consolidated Condensed Statement of Earnings.

9 Impairment of equity method investment and investment in equity securities includes impairment of certain investments. The Company excludes these charges when
evaluating operating performance because these do not relate to the ordinary course of the Company’s business and it does not incur such charges on a predictable basis.
Exclusion of such charges enables more consistent evaluation of the Company’s operating performance. These charges are recorded within Other (expense) income.

10 Includes significant gains on business combinations due to the remeasurement of previously held minority equity interests and debt securities to fair value. During the
three months ended November 30, 2021, the Company recorded such pretax gains of $2.2 billion and $402 million for VillageMD and Shields, respectively.

11 Includes significant gain on sale of equity method investment. During the three months ended February 28, 2021, the Company recorded a gain of $191 million in Other
(expense) income due to a partial sale of its equity method investment in Option Care Health.

12 Adjustments to income tax provision (benefit) include adjustments to the GAAP basis tax provision (benefit) commensurate with non-GAAP adjustments and certain
discrete tax items including U.S. tax law changes and equity method non-cash tax. These charges are recorded within income tax provision (benefit).

13 Adjustments to post tax earnings from other equity method investments consist of the proportionate share of certain equity method investees’ non-cash items or unusual
or infrequent items consistent with the Company’s non-GAAP adjustments. These charges are recorded within post tax (loss) earnings from other equity method
investments. Although the Company may have shareholder rights and board representation commensurate with its ownership interests in these equity method investees,
adjustments relating to equity method investments are not intended to imply that the Company has direct control over their operations and resulting revenue and
expenses. Moreover, these non-GAAP financial measures have limitations in that they do not reflect all revenue and expenses of these equity method investees.

The Company considers certain metrics presented in this report, such as comparable sales, comparable pharmacy sales, comparable retail sales, comparable
number of prescriptions, and comparable 30-day equivalent prescriptions, to be key performance indicators because the Company’s management has
evaluated its results of operations using these metrics and believes that these key performance indicators presented provide additional perspective and
insights when analyzing the core operating performance of the Company from period to period and trends in its historical operating results. These key
performance indicators should not be considered superior to, as a substitute for or as an alternative to, and should be considered in conjunction with, the
GAAP financial measures presented herein. These measures, which are described in more detail in this report, may not be comparable to similarly-titled
performance indicators used by other companies.

LIQUIDITY AND CAPITAL RESOURCES
The Company's long-term capital policy is to: maintain a strong balance sheet and financial flexibility; reinvest in its core strategies; invest in strategic
opportunities that reinforce its core strategies and meet return requirements; and return surplus cash flow to stockholders in the form of dividends and share
repurchases over the long term. In June 2018, the Company’s Board of Directors reviewed and refined the Company’s dividend policy to set forth the
Company’s current intention to increase its dividend each year.

The Company’s cash requirements are subject to change as business conditions warrant and opportunities arise. The timing and size of any new business
ventures or acquisitions that the Company may complete may also impact its cash requirements. Additionally, the Company's cash requirements, and its
ability to generate cash flow, have been and may continue to be adversely affected by COVID-19 and the resulting market volatility and instability. For
further information regarding the impact of COVID-19 on the Company, including on its liquidity and capital resources, please see Item 1A, Risk factors in
the 2021 10-K.

The Company expects to fund its working capital needs, capital expenditures, pending acquisitions, continuing obligations for recently announced or
completed acquisitions, dividend payments and debt service obligations from liquidity sources including cash flow from operations, availability under
existing credit facilities, commercial paper programs, working capital financing arrangements, debt offerings and current cash and investment balances. The
Company believes that these sources, and the ability to obtain other financing will provide adequate cash funds for the Company's foreseeable working
capital needs, capital expenditures, pending acquisitions, dividend payments and debt service obligations for at least the next 12 months. See Part II. Item 3,
Qualitative and quantitative disclosures about market risk, below for a discussion of certain financing and market risks.
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Cash, cash equivalents and restricted cash were $2.0 billion (including $263 million in non-U.S. jurisdictions) as of February 28, 2022 compared to $1.3
billion (including $204 million in non-U.S. jurisdictions) as of August 31, 2021. Short-term investment objectives are primarily to minimize risk and
maintain liquidity. To attain these objectives, investment limits are placed on the amount, type and issuer of securities. Investments are principally in U.S.
Treasury money market funds.

On December 28, 2021, the Company paid $1.9 billion to existing shareholders of VillageMD, for the fully subscribed tender offer. The tender offer was
funded by cash proceeds provided to VillageMD pursuant to the Unit Purchase Agreement. The Company has also previously announced its intention to
make further cash investments for the acquisition of CareCentrix. Additionally, certain acquisitions include put options which may be exercised in the future.
The Company currently expects that the incremental investment resulting from the exercise of the put options in the future could be between approximately
$1.3 billion and $1.6 billion.

As of February 28, 2022, the Company had an aggregate borrowing capacity of $7.8 billion, including funds already drawn. At February 28, 2022, the
Company had no guarantees outstanding and the letters of credit issued were not material. See Note 8. Debt, to the Consolidated Condensed Financial
Statements for further information on the Company’s debt instruments and its recent financing actions.

Cash flows from operating activities
Cash provided by operations and the incurrence of debt are the principal sources of funds for expansion, investments, acquisitions, remodeling programs,
dividends to stockholders and stock repurchases. Net cash provided by operating activities for the six months ended February 28, 2022 was $2.2 billion,
compared to $2.6 billion for the prior year period. The decrease in cash provided by operating activities reflects lower cash inflows from accounts payable,
accrued expenses and other liabilities and higher cash outflows from inventory, partially offset by an increase in operating performance and higher cash
inflows from accounts receivable. Changes in accrued expenses and other liabilities are mainly driven by timing of COVID-19 related government support
and other payments. Changes in accounts payable are mainly driven by AllianceRx Walgreens sales decline and timing. Changes in accounts receivable and
inventory are mainly driven by timing.

Cash flows from investing activities
Net cash used for investing activities was $2.2 billion for the six months ended February 28, 2022 compared to $1.4 billion for the prior-year period. Net cash
used for investing activities for the six months ended February 28, 2022 includes business acquisitions, net of cash acquired of VillageMD and Shields for
$0.8 billion and $0.9 billion, respectively. See Note 3. Acquisitions and other investments, to the Consolidated Condensed Financial Statement for further
information.

Capital Expenditure
Capital expenditure includes information technology projects and other growth initiatives. Additions to property, plant and equipment were as follows (in
millions):
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 Six months ended February 28,
 2022 2021
United States $ 632 $ 532 
International 155 109 
Walgreens Health 83 15 
Discontinued operations — 37 
Total $ 870 $ 692 

Cash flows from financing activities
Net cash provided by financing activities for the six months ended February 28, 2022 was $769 million compared to $647 million of net cash used for
financing activities, in the prior-year period. In the six months ended February 28, 2022 there were $11.2 billion in proceeds from debt, primarily from
revolving credit facilities, commercial paper and the issuance of notes, compared to $6.9 billion in proceeds from debt in six months ended February 28,
2021. In the six months ended February 28, 2022 there were $7.3 billion in payments of debt made primarily for revolving credit facilities and commercial
paper compared to $6.5 billion in six months ended February 28, 2021. See Note 8. Debt, to the Consolidated Condensed Financial Statements for further
information. The Company acquired $2.1 billion of non-controlling interests during the six months ended February 28, 2022. See Note 3. Acquisitions and
other investments to the Consolidated Condensed Financial Statements for further information. The Company repurchased shares totaling $187 million in the
six months ended February 28, 2022 to support the needs of its employee stock plans compared to $110 million in the prior year period. Cash dividends paid
were $833 million during the six months ended February 28, 2022 compared to $808 million for the prior year period.

See Item 3, Qualitative and quantitative disclosures about market risk, below for a discussion of certain financing and market risks.

Stock repurchase program
In June 2018, the Company's Board of Director's approved a stock repurchase program (the “June 2018 stock repurchase program”), which authorized the
repurchase of up to $10.0 billion of the Company's common stock of which the Company had repurchased $8 billion as of February 28, 2022. The June 2018
stock repurchase program has no specified expiration date. In July 2020, the Company suspended repurchases under this program. The Company may
continue to repurchase stock to offset anticipated dilution from equity incentive plans.
The Company determines the timing and amount of repurchases, including repurchases to offset anticipated dilution from equity incentive plans, based on its
assessment of various factors, including prevailing market conditions, alternate uses of capital, liquidity and the economic environment. The Company has
repurchased, and may from time to time in the future repurchase, shares on the open market through Rule 10b5-1 plans, which enable the Company to
repurchase shares at times when we otherwise might be precluded from doing so under federal securities laws.

Debt covenants
Each of the Company’s credit facilities described in Note 8. Debt, to the Consolidated Condensed Financial Statements, contain a covenant to maintain, as of
the last day of each fiscal quarter, a ratio of consolidated debt to total capitalization not to exceed 0.60:1.00, subject to increase in certain circumstances set
forth in the applicable credit agreement. The credit facilities also contain various other customary covenants. As of February 28, 2022, the Company was in
compliance with all such applicable covenants.

Credit ratings
As of March 30, 2022, the credit ratings of Walgreens Boots Alliance were:

Rating agency Long-term debt rating Commercial paper rating Outlook
Moody’s Baa2 P-2 Negative
Standard & Poor’s BBB A-2 Stable
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In assessing the Company’s credit strength, each rating agency considers various factors including the Company’s business model, capital structure, financial
policies and financial performance. There can be no assurance that any particular rating will be assigned or maintained. The Company’s credit ratings impact
its borrowing costs, access to capital markets and operating lease costs. The rating agency ratings are not recommendations to buy, sell or hold the
Company’s debt securities or commercial paper. Each rating may be subject to revision or withdrawal at any time by the assigning rating agency and should
be evaluated independently of any other rating.

CRITICAL ACCOUNTING ESTIMATES
The Consolidated Condensed Financial Statements are prepared in accordance with GAAP and include amounts based on management’s prudent judgments
and estimates. Actual results may differ from these estimates. Management believes that any reasonable deviation from those judgments and estimates would
not have a material impact on our consolidated financial position or results of operations. To the extent that the estimates used differ from actual results,
however, adjustments to the Consolidated Condensed Statements of Earnings and corresponding Consolidated Condensed Balance Sheets accounts would be
necessary. These adjustments would be made in future periods. For a discussion of our significant accounting policies, please see the Company's 2021 10-K.
Some of the more significant estimates include business combinations, leases, goodwill and indefinite-lived intangible asset impairment, cost of sales and
inventory, equity method investments, pension and postretirement benefits, legal contingencies and income taxes.

NEW ACCOUNTING PRONOUNCEMENTS
A discussion of new accounting pronouncements is described in Note 18. New accounting pronouncements, to the Consolidated Condensed Financial
Statements of this Quarterly Report on Form 10-Q and is incorporated herein by reference.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This report and other documents that we file or furnish with the SEC contain forward-looking statements made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. These include, without limitation, any statements regarding the Company's future operations, financial or
operating results, capital allocation, anticipated debt levels and ratios, future earnings, planned activities, anticipated growth, market opportunities, strategies,
competition, and other expectations and targets for future periods. Words such as “expect,” “likely,” “outlook,” “forecast,” “preliminary,” “pilot,” “project,”
“intend,” “plan,” “goal,” “target,” “aim,” “continue,” “believe,” “seek,” “anticipate,” “upcoming,” “may,” “possible,” and variations of such words and
similar expressions are intended to identify such forward-looking statements.

These forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and assumptions, known or unknown, that
could cause actual results to vary materially from those indicated or anticipated. These risks, assumptions and uncertainties include those described in Item
1A, Risk factors, which are incorporated herein by reference, and in other documents that we file or furnish with the SEC. If one or more of these risks or
uncertainties materializes, or if underlying assumptions prove incorrect, actual results may vary materially from those indicated or anticipated by such
forward-looking statements. All forward-looking statements we make or that are made on our behalf are qualified by these cautionary statements.
Accordingly, you should not place undue reliance on these forward-looking statements, which speak only as of the date they are made.

We do not undertake, and expressly disclaim, any duty or obligation to update publicly any forward-looking statement after the date of this report, whether as
a result of new information, future events, changes in assumptions or otherwise.
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Item 3. Quantitative and qualitative disclosure about market risk

Interest rate risk
The Company is exposed to interest rate volatility with regard to existing variable-rate debt instruments and future incurrences of fixed or variable-rate debt,
which exposure primarily relates to movements in various interest rates, such as U.S treasury rates and commercial paper rates. From time to time, the
Company uses interest rate swaps and forward-starting interest rate swaps to hedge its exposure to the impact of interest rate changes on existing debt and
future debt issuances respectively, to reduce the volatility of financing costs and, based on current and projected market conditions, achieve a desired
proportion of fixed-rate versus floating-rate debt. Generally, under these swaps, the Company agrees with a counterparty to exchange the difference between
fixed-rate and floating-rate interest amounts based on an agreed upon notional principal amount.

In March 2021, the UK Financial Conduct Authority (the “FCA”), which regulates the London Interbank Offered Rate, or LIBOR, announced that it will
cease publication of LIBOR by June 2023.

Certain of our credit facilities provide that, under certain circumstances set forth in such credit facilities, we and the administrative agent may amend the
applicable credit facility to replace LIBOR with an alternate benchmark rate, giving due consideration to any evolving or then existing convention for similar
syndicated credit facilities in the U.S. market for alternative benchmarks. Such an alternative benchmark rate could include the secured overnight financing
rate, also known as SOFR, published by the Federal Reserve Bank of New York.

Information regarding the Company's transactions are set forth in Note 9. Financial instruments, to the Consolidated Condensed Financial Statements. These
financial instruments are sensitive to changes in interest rates. As of February 28, 2022, the Company had $3.4 billion of long-term debt obligations at
floating interest rates. The amounts exclude the impact of any associated derivative contracts.

Foreign currency exchange rate risk
The Company is exposed to fluctuations in foreign currency exchange rates, primarily with respect to the British pound sterling and certain other foreign
currencies, which may affect its net investment in foreign subsidiaries and may cause fluctuations in cash flows related to foreign denominated transactions.
The Company is also exposed to the translation of foreign currency earnings to the U.S. dollar. The Company enters into foreign currency forward contracts
to hedge against the effect of exchange rate fluctuations on non-functional currency cash flows. These transactions are almost exclusively less than 12
months in maturity. In addition, the Company enters into foreign currency forward contracts that are not designated in hedging relationships to offset, in part,
the impacts of certain intercompany activities (primarily associated with intercompany financing transactions).

The Company’s foreign currency derivative instruments are sensitive to changes in exchange rates. A hypothetical 1% change in foreign currency exchange
rates versus the U.S. dollar would change the fair value of the foreign currency derivatives held as of February 28, 2022 by approximately $56 million. The
foreign currency derivatives are intended to partially hedge anticipated transactions, foreign currency trade payables and receivables and net investments in
foreign subsidiaries.

Equity price risk
Changes in AmerisourceBergen common stock price may have a significant impact on the fair value of the equity investment in AmerisourceBergen
described in Note 6. Equity method investments, to the Consolidated Condensed Financial Statements. See “Investment in AmerisourceBergen” above.
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Item 4. Controls and procedures

Evaluation of disclosure controls and procedures
Management conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as of the end of the period
covered by this Quarterly Report on Form 10-Q. The controls evaluation was conducted under the supervision and with the participation of the Company’s
management, including its Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”).

As of the end of the period covered by this report, the Company had completed the acquisition of a majority equity interest in VillageMD and Shields. The
Company accounted for these acquisitions as business combinations resulting in consolidation within the Walgreens Health Segment. The scope of
management's assessment of the effectiveness of the Company's disclosure controls and procedures did not include the internal controls over financial
reporting of the acquired businesses. This exclusion is in accordance with the SEC staff's general guidance that an assessment of a recently acquired business
may be omitted from the scope of management's assessment for one year following the acquisition. The recognition of goodwill and intangible assets,
however, is covered by our internal controls over mergers and acquisitions, which were included in management's assessment of the effectiveness of the
Company's internal control over financial reporting as of February 28, 2022.

Based upon the controls evaluation, our CEO and CFO have concluded that, as of the end of the period covered by this report, our disclosure controls and
procedures were effective to provide reasonable assurance that information required to be disclosed in our Exchange Act reports is recorded, processed,
summarized and reported within the time periods specified by the SEC, and that such information is accumulated and communicated to management,
including the CEO and CFO, as appropriate to allow timely decisions regarding required disclosure.

Changes in internal control over financial reporting
In the ordinary course of business, the Company reviews its internal control over financial reporting and makes changes to its systems and processes that are
intended to enhance such controls and increase efficiency while maintaining an effective internal control environment. Changes may include such activities
as updating existing systems, automating manual processes, standardizing controls and modifying monitoring controls.

As we transform our business processes, we continue to make strategic changes in how we perform certain key business functions. These changes include the
continued leveraging of extended workforces via third-party outsource arrangements as well as our continued implementation of new information systems.
These initiatives are not being implemented in response to any identified internal control deficiency or weakness. As these changes occur, we will evaluate
quarterly whether such changes materially affect, or are reasonably likely to materially affect, the Company's internal control over financial reporting.

In connection with the evaluation pursuant to Exchange Act Rule 13a-15(d) of the Company’s internal control over financial reporting (as defined in
Exchange Act Rule 13a-15(f)) by the Company’s management, including its CEO and CFO, no changes during the quarter ended February 28, 2022 were
identified that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

Inherent limitations on effectiveness of controls
Our management, including the CEO and CFO, do not expect that our disclosure controls and procedures or our internal control over financial reporting will
prevent or detect all errors and all fraud. A control system, no matter how well designed and operated, can provide only reasonable, not absolute, assurance
that the control system’s objectives will be met. The design of a control system must reflect the fact that there are resource constraints, and the benefits of
controls must be considered relative to their costs. Further, because of the inherent limitations in all control systems, no evaluation of controls can provide
absolute assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if any, within the Company have
been detected. These inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns can occur because of
simple error or mistake. Controls can also be circumvented by the individual acts of some persons, by collusion of two or more people, or by management
override of the controls. The design of any system of controls is based in part on certain assumptions about the likelihood of future events, and there can be
no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Projections of any evaluation of controls
effectiveness to future periods are subject to risks. Over time, controls may become inadequate because of changes in conditions or deterioration in the
degree of compliance with policies or procedures.
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Item 1. Legal proceedings
The information in response to this item is incorporated herein by reference to Note 11. Commitments and contingencies, to the Consolidated Condensed
Financial Statements of this Quarterly Report.

Item 1A. Risk factors
In addition to the other information set forth in this report, you should carefully consider the factors discussed in item 1A. “Risk factors” in the 2021 10-K,
which could materially affect our business, financial condition, or future results.

Item 2. Unregistered sales of equity securities and use of proceeds
The following table provides information about purchases by the Company during the quarter ended February 28, 2022 of equity securities that are registered
by the Company pursuant to Section 12 of the Exchange Act. Subject to applicable law, share purchases may be made from time to time in open market
transactions, privately negotiated transactions including accelerated share repurchase agreements, or pursuant to instruments and plans complying with Rule
10b5-1, among other types
of transactions and arrangements.
 Issuer purchases of equity securities

Period

Total number of
shares purchased by

month
Average price paid

per share

Total number of shares purchased
by month as part of publicly

announced repurchase programs

Approximate dollar value of shares
that may yet be purchased under

the plans or program 
12/01/21 - 12/31/21 730,250 $ 45.35 — $ 2,003,419,960 
01/01/22 - 01/31/22 — — — 2,003,419,960 
02/01/22 - 02/28/22 — — — 2,003,419,960 

730,250 $ 45.35 — $ 2,003,419,960 

In June 2018, Walgreens Boots Alliance authorized a stock repurchase program, which authorized the repurchase of up to $10.0 billion of Walgreens
Boots Alliance common stock. This program has no specified expiration date. In July 2020, the Company announced that it had suspended activities
under this program.

Item 5. Other information
None.

1 1

1
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Item 6. Exhibits

Exhibit No. Description SEC Document Reference
3.1 Amended and Restated Certificate of Incorporation of Walgreens

Boots Alliance, Inc.
Incorporated by reference to Exhibit 3.1 to Walgreens
Boots Alliance, Inc.’s Current Report on Form 8-K12B
(File No. 1-36759) filed with the SEC on December 31,
2014.

3.2 Amended and Restated Bylaws of Walgreens Boots Alliance, Inc. Incorporated by reference to Exhibit 3.1 to Walgreens
Boots Alliance, Inc.’s Current Report on Form 8-K (File
No. 1-36759) filed with the SEC on June 10, 2016.

31.1 Certification of the Chief Executive Officer pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.

Filed herewith.

31.2 Certification of the Chief Financial Officer pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.

Filed herewith.

32.1 Certification of the Chief Executive Officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.

Furnished herewith.

32.2 Certification of the Chief Financial Officer pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350.

Furnished herewith.

101.INS Inline XBRL Instance Document (The following financial
information from this Quarterly Report on Form 10-Q for the
quarter ended February 28, 2022 formatted in Inline XBRL
(Extensive Business Reporting Language) includes: (i) the
Consolidated Condensed Balance Sheets; (ii) the Consolidated
Condensed Statements of Equity; (iii) the Consolidated Condensed
Statements of Earnings; (iv) the Consolidated Condensed
Statements of Comprehensive Income; (v) the Consolidated
Condensed Statements of Cash Flows; and (vi) Notes Financial
Statements).

Filed herewith.

101.SCH Inline XBRL Taxonomy Extension Schema Document Filed herewith.
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document Filed herewith.
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document Filed herewith.
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document Filed herewith.
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase

Document
Filed herewith.

104 Cover Page Interactive Data File (formatted as Inline XBRL
document and included in Exhibit 101)

Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 Walgreens Boots Alliance, Inc.
 (Registrant)
  

Dated: March 31, 2022 /s/ James Kehoe
 James Kehoe
 Executive Vice President and Global Chief Financial Officer
 Principal Financial Officer

Dated: March 31, 2022 /s/ Manmohan Mahajan
Manmohan Mahajan
Senior Vice President, Global Controller and Chief Accounting Officer
Principal Accounting Officer
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EXHIBIT 31.1

CERTIFICATION

I, Rosalind G. Brewer, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Walgreens Boots Alliance, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f) and 15d-15(f))
for the registrant and have:
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over

financial reporting.
/s/ Rosalind G. Brewer Chief Executive Officer Date: March 31, 2022
 Rosalind G. Brewer



EXHIBIT 31.2

CERTIFICATION

I, James Kehoe, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Walgreens Boots Alliance, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f) and 15d-15(f))
for the registrant and have:
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over

financial reporting.
/s/ James Kehoe Global Chief Financial Officer Date: March 31, 2022
 James Kehoe



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 Walgreens Boots Alliance, Inc., a Delaware corporation (the "Company"), on Form 10-Q for the quarter ended
February 28, 2022 as filed with the Securities and Exchange Commission (the "Report"), I, Rosalind G. Brewer, Chief Executive Officer of the Company,
certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge:

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

(2)    The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Rosalind G. Brewer
Rosalind G. Brewer
Chief Executive Officer
Dated:  March 31, 2022

A signed original of this written statement required by Section 906 has been provided to Walgreens Boots Alliance, Inc. and will be retained by Walgreens
Boots Alliance, Inc. and furnished to the Securities and Exchange Commission or its 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 Walgreens Boots Alliance, Inc., a Delaware corporation (the "Company"), on Form 10-Q for the quarter ended
February 28, 2022 as filed with the Securities and Exchange Commission (the "Report"), I, James Kehoe, Global Chief Financial Officer of the Company,
certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge:

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

(2)    The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ James Kehoe
James Kehoe
Global Chief Financial Officer
Dated:  March 31, 2022

A signed original of this written statement required by Section 906 has been provided to Walgreens Boots Alliance, Inc. and will be retained by Walgreens
Boots Alliance, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.


