There’s a way’

200 Wilmot Road
Deerfield, Illinois 60015
November 22, 2010

Dear Walgreens Shareholder:

Please join us Wednesday, January 12, 2011, at 2:00 p.m., Central time, for our Annual Shareholders’
Meeting. As in past years, the meeting will be held in the Grand Ballroom of Navy Pier, 600 East Grand
Avenue, Chicago, Illinois. For your convenience, a trolley service will run from the Navy Pier parking garages
to Entrance 2, Lobby 3.

Despite a continuing weak economy over the past year, we made substantial progress across our
business. We achieved strong growth, controlled our costs and created new and innovative ways to better serve
customers and patients in the communities where they live and work. We returned a record $2.2 billion to our
shareholders through dividends and share repurchases, including the completion of our $2 billion repurchase
program announced in October 2009 and an increase in our dividend for the 35th consecutive year. At this
year’s Annual Meeting, we’ll update you on plans to build upon the successes of this past year by accelerating
our growth strategy — to leverage the best store network in America; to enhance the customer experience;
and to achieve major cost reduction and productivity gain. We will also review our financial performance and
answer your questions.

Please mark your calendar for January 12. Closed captioning will be offered during the entire meeting,
including questions and answers. If you are unable to attend the meeting in person, please join us online at
Walgreens.com at 2:00 p.m., Central Time, that day to hear a live broadcast. A video re-broadcast will be
available on our website beginning Friday, January 14.

Your vote is important. Please note that brokers no longer may vote your shares on the election of
directors in the absence of your specific instructions as to how to vote. Please vote as soon as possible, by
telephone, Internet, or mail, even if you plan to attend the meeting.

Our very best wishes for a healthy and happy holiday season, and thank you for your continued trust and
confidence in Walgreens.

Sincerely,

| o

ALAN G. MCNALLY GREGORY D. WASSON
Chairman of the Board President and Chief Executive Officer






200 Wilmot Road
Deerfield, Illinois 60015

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held Wednesday, January 12, 2011
TO THE SHAREHOLDERS OF WALGREEN CO.:

The Annual Meeting of Shareholders of Walgreen Co., an Illinois corporation, will be held in the
Grand Ballroom of Navy Pier, 600 East Grand Avenue, Chicago, Illinois, on Wednesday, January 12, 2011, at
2:00 p.m. Central Standard Time.

The Annual Meeting is being held for the following purposes:

(I) To elect the eleven directors named in this proxy statement to hold office until the next Annual
Meeting of Shareholders or until their successors are elected and qualified;

(2) To ratify the appointment of Deloitte & Touche LLP as Walgreen Co.’s independent registered
public accounting firm for the fiscal year ending August 31, 2011;

(3) To amend the Walgreen Co. articles of incorporation to revise the purpose clause;

(4) To amend the Walgreen Co. articles of incorporation to eliminate certain supermajority vote
requirements;

(5) To amend the Walgreen Co. articles of incorporation to eliminate the “fair price” charter provision
applicable to certain business combinations;

(6) To consider a shareholder proposal on a policy to change the vote required for sharcholders to call
special shareholder meetings;

(7) To consider a shareholder proposal on a policy that a significant portion of future stock option
grants to senior executives should be performance-based; and

(8) To transact such other business as may properly come before the meeting or its adjournment.

Only shareholders of record at the close of business on November 15, 2010, are entitled to vote at the
Annual Meeting and any adjournment.

Shareholders are cordially invited to attend the Annual Meeting. If attending, please bring the admission
ticket mailed with this proxy statement and at least one form of photo identification.

You may vote your shares by telephone, via the Internet or by mail by following the instructions on your
proxy card. If you vote by telephone or via the Internet, you need not return a proxy card. If you choose to vote
by mail, please sign, date and return the proxy card in the envelope provided. You may revoke your proxy at
any time before your shares are voted at the meeting by notifying the Secretary of Walgreen Co. in writing
or by submitting another timely proxy by telephone, Internet or mail. If you are present at the meeting, you
may vote your shares in person, which will supersede your proxy. If you hold shares through a broker or other
custodian, please check the voting instructions provided to you by that broker or custodian.

Your vote is important. Please note that brokers no longer may vote your shares on the election
of directors in the absence of your specific instructions as to how to vote. Please vote promptly, by
telephone, Internet or mail, even if you plan to attend the meeting.

For more information about the matters being considered at this meeting, we respectfully ask that you
read the proxy statement on the following pages.

The Company’s Annual Report to shareholders for fiscal year 2010 is enclosed with this proxy statement.

By order of the Board of Directors,

Duwa Lo

DANA 1. GREEN
Corporate Secretary
November 22, 2010
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200 Wilmot Road
Deerfield, Illinois 60015
November 22, 2010

PROXY STATEMENT
Annual Meeting of Shareholders to be held January 12, 2011

This proxy statement is being distributed beginning on or about November 22, 2010, in connection
with the Annual Meeting of Shareholders of Walgreen Co. to be held in the Grand Ballroom of Navy Pier,
600 East Grand Avenue, Chicago, Illinois, on Wednesday, January 12, 2011, at 2:00 p.m. Central Standard
Time. Whenever we refer in this Proxy Statement to the “Annual Meeting,” we are also referring to any
adjournments of the Annual Meeting. This proxy statement describes the business that will be transacted at
the Annual Meeting and how you can vote your shares. References in this proxy statement to “Walgreens”,

the “Company,” “we,” “us” or “our” refer to Walgreen Co. except as otherwise indicated or the context
otherwise requires.

Questions and Answers about the Proxy Materials and the Annual Meeting
Why am I receiving these materials?

This Proxy Statement is being delivered to all shareholders of record as of the close of business on
November 15, 2010 in connection with the solicitation of proxies on behalf of the Board of Directors for
use at the Annual Meeting of Shareholders on January 12, 2011. Although this Proxy Statement and our
fiscal 2010 Annual Report to Shareholders are being delivered together, the Annual Report is not part of this
Proxy Statement.

Who can attend the Annual Meeting?

Only shareholders of Walgreens as of the record date, November 15, 2010, their authorized
representatives and guests of Walgreens may attend the Annual Meeting. To attend the meeting in person,
you will need an admission ticket or an account statement showing your ownership of Walgreens stock as of
November 15, 2010, and a government-issued photo identification. An admission ticket is included in the proxy
materials. Large bags, backpacks, briefcases, cameras, recording equipment and other electronic devices will
not be permitted in the meeting, and attendees may be subject to security inspections.

Who is entitled to vote?

Only shareholders of record of Walgreen Co. common stock at the close of business on
November 15, 2010, are entitled to notice of, and to vote at, the Annual Meeting. As of that date, 925,764,300
common shares of Walgreen Co. were outstanding. Shareholders have cumulative voting rights in the election
of directors and one vote per share on all other matters. Cumulative voting means that sharcholders could give
one vote to each of the eleven nominees for each share owned, distribute their votes among as many nominees
as they choose, or give eleven votes to one nominee for each share owned.

Shareholders of Record. 1f your shares are registered directly in your name with our transfer agent, you
are considered the shareholder of record with respect to those shares, and a set of proxy materials is being
provided to you directly by Walgreens. As the shareholder of record, you have the right to grant your voting
proxy directly to the individuals listed on the proxy card or to vote in person at the Annual Meeting.

“Street Name” Shareholders. 1f your shares are held in a stock brokerage account or by a bank or other
nominee, you are considered the beneficial owner of shares held in street name and the proxy materials were
forwarded to you by your broker or nominee. As the beneficial owner, you have the right to direct your broker



or nominee how to vote your shares. Beneficial owners are also invited to attend the Annual Meeting. Since
you are not the shareholder of record, however, you may not vote your shares in person at the Annual Meeting
unless you follow your broker’s procedures for obtaining a legal proxy.

What proposals are being voted on at the Annual Meeting?

At the Annual Meeting, the following items will be voted upon:

 the election to the Board of Directors of the eleven persons nominated by the Board, each for a term
of one year ending at the next Annual Meeting;

 the ratification of the appointment of Deloitte & Touche LLP as our independent registered public
accounting firm for our fiscal year ending August 31, 2011;

» three amendments to our Amended and Restated Articles of Incorporation; and

* two shareholder proposals.

What are the Board of Directors’ voting recommendations?

For the reasons set forth in more detail later in the Proxy Statement, our Board of Directors recommends
a vote:

e “FOR” the election of each of the eleven nominees to the Board (Proposal No. 1);

e “FOR?” the ratification of the appointment of Deloitte & Touche LLP as the Company’s independent
registered public accounting firm for fiscal year 2011 (Proposal No. 2);

* “FOR” each of the three amendments to our Amended and Restated Articles of Incorporation
(Proposal Nos. 3, 4 and 5); and

*  “AGAINST” each of the two shareholder proposals (Proposal Nos. 6 and 7).

If you return a signed proxy card to allow your shares to be represented at the Annual Meeting, but do not
indicate how your shares should be voted on one or more matters listed above, then the proxies will vote your
shares as the Board of Directors recommends for those matters. If any other matters are properly presented at
the meeting, the proxies may vote your shares in accordance with their best judgment. Other than the matters
listed above, Walgreens knows of no other matters to be presented at the meeting.

How do I vote?

Shareholders of Record: Shareholders of record may vote in person at the Annual Meeting or by one
of the following methods:

By Mail. Complete, sign and date the enclosed proxy card and return it in the prepaid envelope
provided;

By Telephone. Call the toll-free telephone number set forth on the proxy card, and follow the recorded
instructions; or

By Internet. Access the secure Internet website registration page identified on the proxy card, and follow
the instructions.

Please note that the Internet and telephone voting facilities for shareholders of record will close at
11:59 p.m. Eastern Time on January 11, 2011.



Street Name Shareholders: 1f your shares are held by a broker, bank or other nominee, you should have
received instructions on how to vote or instruct the broker to vote your shares from your broker, bank or other
nominee. Please follow their instructions carefully. If you give the broker voting instructions, your shares will
be voted as you direct. Please note that brokers may no longer vote your shares on the election of directors
in the absence of your specific instructions as to how to vote. Please return your proxy so your vote can
be counted.

Street name shareholders may generally vote by one of the following methods:

By Mail. You may vote by signing, dating and returning the voting instruction card sent to you by your
broker, bank or other nominee in the pre-addressed envelope provided;

By Methods Listed on Voting Instruction Card. Please refer to your voting instruction card or other
information provided by your broker, bank or other nominee to determine whether you may vote by
telephone or electronically on the Internet, and follow the instructions on the voting instruction card or
other information provided by the record holder; or

In Person With a Proxy from the Record Holder. A street name shareholder who wishes to vote at the
Annual Meeting will need to obtain a legal proxy from his or her brokerage firm, bank or other nominee
and present that proxy and proof of identification at the Annual Meeting to vote. Please consult the
voting instruction card provided to you by your broker, bank or other nominee to determine how to
obtain a legal proxy in order to vote in person at the Annual Meeting.

How do I specify how I want my shares voted?

If you are a shareholder of record, you can specify how you want your shares voted on each proposal
by marking the appropriate boxes on the proxy card or by following the instructions for voting by telephone
or via the Internet. The individuals named as proxies on the proxy card will vote your shares in accordance
with your instructions. Please review the voting instructions and read the entire text of the proposals and the
positions of the Board of Directors in the Proxy Statement prior to voting. If your proxy is validly submitted
without specifying a vote or an abstention on a proposal, it will be voted according to the recommendation of
the Board of Directors on that proposal.

What constitutes a quorum at the Annual Meeting?

A majority of the outstanding shares, represented at the Annual Meeting in person or by proxy, will
constitute a quorum, which is the minimum number of shares that must be present or represented by proxy at
the Annual Meeting to transact business. Abstentions and broker non-votes are counted as shares represented
at the meeting for purposes of determining a quorum. Generally, broker non-votes occur when brokerage firms
return proxies for which no voting instructions have been received from beneficial owners and the broker does
not have discretionary authority to vote on the proposal. Once a share is represented for any purpose at the
Annual Meeting, it will be deemed present for quorum purposes for the remainder of the meeting (including
any meeting resulting from an adjournment of the Annual Meeting, unless a new record date is set).

How many votes are needed to have the proposals pass?

Proposal No. 1: Director Elections. Each director is elected by the vote of a majority of the shares
represented in person or by proxy and entitled to vote. Shareholders may direct their votes to be cast for,
against or abstain with respect to each director candidate. An abstention will have the effect of a vote against
a director candidate.

Proposal No. 2: Ratification of our Auditors. The affirmative vote of a majority of the shares represented
in person or by proxy and entitled to vote on the matter is required for the ratification of the appointment
of our independent registered public accounting firm. Abstentions will have the effect of votes against
this proposal.



Proposal No. 3: Amendment of Articles of Incorporation to Revise the Purpose Clause. The affirmative
vote of the holders of two-thirds of the outstanding common shares entitled to vote at the Annual Meeting is
required for adoption of this proposal to amend the Articles of Incorporation. Abstentions will have the effect
of votes against this proposal.

Proposal No. 4: Amendment of Articles of Incorporation to Eliminate certain Super-majority Vote
Requirements. The affirmative vote of the holders of two-thirds of the outstanding common shares entitled to
vote at the Annual Meeting is required for adoption of this proposal to amend the Articles of Incorporation.
Abstentions will have the effect of votes against this proposal.

Proposal No. 5: Amendment of Articles of Incorporation to Eliminate the “Fair Price” Charter Provision
applicable to certain Business Combinations. The affirmative vote of the holders of 80% of the outstanding
common shares entitled to vote at the Annual Meeting is required for adoption of this proposal to amend the
Articles of Incorporation. Abstentions will have the effect of votes against this proposal.

Proposal No. 6: Shareholder Proposal on a Policy regarding the Vote Required for Shareholders to Call
Special Shareholder Meetings. The affirmative vote of a majority of the shares represented in person or by
proxy and entitled to vote on the matter is required to approve this shareholder proposal. Abstentions will have
the effect of votes against this proposal.

Proposal No. 7: Shareholder Proposal on a Policy That a Significant Portion of Future Stock Option
Grants to Senior Executives Should be Performance-Based. The affirmative vote of a majority of the shares
represented in person or by proxy and entitled to vote on the matter is required to approve this shareholder
proposal. Abstentions will have the effect of votes against this proposal.

How are the votes counted?

In accordance with the laws of Illinois, our Amended and Restated Articles of Incorporation and our
By-laws, for all matters being submitted to a vote of shareholders, only proxies and ballots that indicate votes
“for,” “against” or “abstain” on the proposals or that provide the designated proxies with the right to vote in
their judgment and discretion on the proposals are counted to determine the number of shares present and
entitled to vote. Broker non-votes are not counted as shares present and entitled to vote but will be counted for
purposes of determining quorum (whether enough votes are present to hold the Annual Meeting).

Can I change my vote after I return the proxy card, or after voting by telephone or electronically?

If you are a shareholder of record, you can revoke your proxy at any time before it is voted at the meeting
by taking one of the following three actions:

* by giving timely written notice of the revocation to the Corporate Secretary of Walgreens;
* by submitting another timely proxy by telephone, Internet or mail; or
* by voting in person at the Annual Meeting.

If you are a beneficial owner of shares, you may submit new voting instructions by timely contacting
your bank, broker or other holder of record in accordance with that entity’s procedures. You may also vote in
person at the Annual Meeting if you obtain a legal proxy.

All shares that have been properly voted and not revoked will be voted at the Annual Meeting. The proxy
confers discretionary authority to the persons named in the proxy, or their substitutes, to vote on any other
business that may properly come before the meeting.



Is my vote confidential?

Yes, any information that identifies a sharecholder or the particular vote of a shareholder is kept confidential
and will not be disclosed to Walgreens unless required by law or requested by you.

Who counts the votes?

Broadridge Financial Solutions, Inc. will tabulate the proxies and Hagberg and Associates will act as the
inspector of election. Each firm is independent of Walgreens.

How can I find out the voting results?

We expect to announce preliminary results at the Annual Meeting. We will report final results in a filing
with the Securities and Exchange Commission on Form 8-K following the Annual Meeting.

Who will pay for the costs involved in the solicitation of proxies?

Walgreens will bear the expenses incurred to solicit proxies. We will pay all costs of preparing,
assembling, printing and distributing the proxy materials. Solicitation may be made by mail, facsimile, email,
in person and by telephone. Officers, directors and regular employees of Walgreens may help solicit proxies
for no additional compensation. We have retained Alliance Advisors LLC to assist in soliciting proxies for
a fee of approximately $12,000, plus reasonable out-of-pocket expenses. We will, upon request, reimburse
brokerage firms and other nominees or fiduciaries for their reasonable expenses incurred for forwarding
solicitation material to beneficial owners of our common stock.

PROPOSAL 1
Election of Directors

There are eleven nominees identified below for election to the Board of Directors to hold office for one
year or until their successors are elected and qualified.

The proxy holders intend to vote each proxy received by them in accordance with the direction of the
shareholder completing the proxy. If you return a signed proxy card to allow your shares to be represented
at the Annual Meeting, but do not indicate how your shares should be voted, then the proxies will vote your
shares for the election of each of the director nominees. Should any nominee unexpectedly become unavailable
for election, the Nominating and Governance Committee will recommend, and the Board of Directors will
substitute, a replacement nominee, unless the Board instead chooses to reduce the number of directors serving
on the Board. The proxy holders will vote all proxies received by them for any such replacement nominee. The
Board of Directors does not anticipate that any nominee will be unable to serve.

The following table sets forth the names, ages, principal occupations and other information about the
director nominees. Also included is a description of the specific experience, qualifications, attributes and
skills of each nominee that led the Board to conclude that each nominee is well-qualified to serve as a member
of our Board of Directors.



* Director since 1999

* Independent
¢ Chairman of the Board

* Director since 2010

* Independent

* Audit and Finance
Committees (effective
December 1, 2010)

Alan G. McNally, 65—Chairman of the Board of Walgreen Co. (since
October 2008). Mr. McNally was the acting Chief Executive Officer of Walgreen
Co. from October 2008 to February 2009 and lead director of the Board from
January 2008 to October 2008. Mr. McNally has served as Special Advisor to
Harris Financial Corporation since January 2007. He was Chairman of the Board
of Harris Financial Corporation from April 1998 to May 2006, Chief Executive
Officer from April 1998 to September 2002, and a director from May 2006 through
December 2006. Mr. McNally was Chairman of the Board of Harris Trust and
Savings Bank and Harris Bankcorp, Inc. from April 1995 to January 2004 and Chief
Executive Officer from September 1993 to September 2002. He served as Senior
Adpvisor to TeleTech North America from February 2003 to September 2006.

Significant Experience/Competencies Overview of Board Qualifications

* Former CEO The Board believes that Mr. McNally’s
 Former Non-Executive Chairman demonstrated leadership skills and broad-
* General Management & Business based business acumen, together with

Operations his independence and extensive strategic,
* Consumer-facing Industry financial, operational and management
» Consumer Marketing experience gained in the financial services
* Hospital Board industry, enable him to effectively lead
* Regulated Industry the Board in its governance and oversight
* Corporate/Institutional Relationship responsibilities. In addition to his prior roles

Management as Chairman and Chief Executive Officer of
» Mergers & Acquisitions Harris Bank and as Chairman and acting Chief
* International Executive Officer of Walgreens from October
* Strategy Development 2008 to February 2009, the Board values Mr.
* Risk Management McNally’s experience from his prior service
* Finance as non-executive Chairman of the Board of

* Public Relations/Communications ~ Harris Financial Corporation and, earlier in
his career, of MasterCard International.

David J. Brailer, M.D., Ph.D., 51—Chairman of Health Evolution Partners, a private
equity firm focused on the healthcare industry, since 2006. Dr. Brailer served as National
Coordinator for Health Information Technology within the Department of Health and
Human Services of the U.S. federal government from May 2004 to April 2006. He was
a Senior Fellow at the Health Technology Center from 2002 to 2004. Previously, he
served as Chairman and Chief Executive Officer and a director of CareScience, Inc.,
a provider of care management services and Internet-based healthcare solutions, from
1992 to 2002. Prior to that, he was Adjunct Assistant Professor of Health Care Systems
at The Wharton School of Business at the University of Pennsylvania.

Significant Experience/Competencies Overview of Board Qualifications

* Former Public Company CEO With his experience as Chairman and Chief
» General Management & Business Executive Officer of CareScience, Inc.

Operations for more than 10 years and his subsequent
* Healthcare Industry/Regulated experience with the U.S. federal government,

Industry where he was commonly referred to as
* Corporate/Institutional Relationship the “health information technology czar,”

Management Dr. Brailer provides the Board with strong
» Mergers & Acquisitions technology and e-commerce experience
* International coupled with business leadership and
* Strategy Development expertise in particular with respect to strategy
* Risk Management formulation and the healthcare industry.
* Finance In addition, Dr. Brailer brings to the Board
* Public Relations/Communications  insight and knowledge of investment and
* [T/E-commerce market conditions in the healthcare industry.



* Director since 2009

* Independent

* Finance Committee

* Nominating and
Governance
Committee

e Director since 1997

* Independent

* Finance Committee

¢ Chair of Nominating
and Governance
Committee

Steven A. Davis, 52—Chairman of the Board (since September 2006) and
Chief Executive Officer (since May 2006) of Bob Evans Farms, Inc. Mr. Davis
was President of Long John Silver’s and A&W All-American Food Restaurants
(Yum! Brands) from January 2002 to May 2006 and Senior Vice President and
General Manager of Pizza Hut, Inc. (Yum! Brands) from 1993 to 2002. He has
served as a director of Bob Evans Farms, Inc. since May 2006 and, from May 2006
through September 2009, Mr. Davis served as a director of CenturyLink (successor
to Embarq Corporation). From 1984 to 2003, Mr. Davis was employed by Kraft
General Foods in a series of brand leadership positions.

Significant Experience/Competencies Overview of Board Qualifications
* Current Public Company CEO Mr. Davis brings valuable management
* General Management & Business expertise and business leadership, as well
Operations as a broad understanding of the strategic,
* Retail Industry; Consumer-facing operational and financial issues facing
Industry public companies, to the Board and its
» Consumer Marketing Finance and Nominating and Governance
» Merchandising Committees. Mr. Davis has extensive
* Supply Chain & Logistics experience in the marketing and branding
* Real Estate of retail products, multi-unit retail, and
* Healthcare Industry; Regulated with respect to mergers and acquisitions.
Industry His experience serving as a board and
* Corporate/Institutional Relationship committee member (audit, finance and
Management governance) of other publicly-traded
* Mergers & Acquisitions companies is also valued by the Board.
* Strategy Development
* Finance

* Public Relations/Communications

William C. Foote, 59—Chairman of the Board (since April 1996) and Chief
Executive Officer (since January 1996) of USG Corporation. Mr. Foote was
President of USG Corporation from September 1999 to January 2006. He also serves
as a director of Kohler Co., Chairman of the Board of The Federal Reserve Bank
of Chicago and as a life trustee of Northwestern Memorial HealthCare in Chicago.
USG, which filed a voluntary petition for reorganization under the Bankruptcy
Code in 2001 and emerged in 2006, is a leading manufacturer and distributor of
building materials. USG has announced, in connection with the implementation of
its executive succession plan, that effective January 1, 2011 Mr. Foote will serve as
executive Chairman of the USG Board of Directors.

Significant Experience/Competencies Overview of Board Qualifications

¢ Current Public Company CEO With many roles as a corporate director
* General Management & Business over the years and his experience as

Operations Chairman and Chief Executive Officer
* Supply Chain & Logistics of USG for 15 years, Mr. Foote provides
* Hospital Board the Board with strong business leadership,
* Corporate/Institutional Relationship expertise in strategy formulation, financial

Management acumen and substantial experience with
* Mergers & Acquisitions respect to corporate governance matters.
* Strategy Development These roles, in addition to his service as
* Finance Chairman of The Federal Reserve Bank of

* Public Relations/Communications ~ Chicago, enable Mr. Foote to have valuable
insights and perspectives with regard to
business and market conditions.



* Director since 2009

* Independent

* Chair of Finance
Committee

* Nominating and
Governance
Committee

e Director since 2010

* Independent

» Compensation
Committee

* Finance Committee

Mark P. Frissora,55—Chairman of the Board (since January 2007) and Chief Executive
Officer (since July 2006) of Hertz Global Holdings, Inc. and The Hertz Corporation.
Mr. Frissora was Chief Executive Officer of Tenneco Inc. from November 1999 to
July 2006 and President of the automotive operations of Tenneco Inc. from April 1999
to July 2006. He served as the Chairman of Tenneco Inc. from March 2000 to July
2006. Mr. Frissora is a director of Hertz Global Holdings, Inc. and from June 2002
through November 2009, served as a director of NCR Corporation, where he chaired
the compensation and human resource committee. He is also a director of Delphi
Automotive LLP and is a member of their audit/finance and governance committees.

Significant Experience/Competencies Overview of Board Qualifications

* Current Public Company CEO

* General Management & Business
Operations

* Consumer-facing Industry

» Consumer Marketing

* Merchandising

* Supply Chain & Logistics

* Real Estate

* Corporate/Institutional Relationship
Management

» Mergers & Acquisitions

* International

* Strategy Development

* Finance

* Public Relations/Communications

* Human Capital

Mr. Frissora brings to the Board a deep
knowledge and understanding of retail
businesses, and the leadership abilities,
strategic management skills, and financial
and operational expertise to compete
in highly competitive retail markets. In
addition, his experience as chief executive
officer of Hertz and Tenneco and his
service on other public company boards
provide Mr. Frissora with an understanding
of the strategic, operational and financial
issues facing public companies and enable
him to draw on various perspectives and
viewpoints in his service on the Board.

Ginger L. Graham, 54—President and Chief Executive Officer of Two Trees
Consulting, Inc., a healthcare and executive leadership consulting firm, since
November 2007, and Senior Lecturer at Harvard Business School since October 20009.
Previously, Ms. Graham was President (from September 2003 to June 2006) and Chief
Executive Officer (from September 2003 to March 2007) of Amylin Pharmaceuticals,
a biopharmaceutical company, and served as a director of that company from 1995
to 2009. From 1994 to 2003, she held various positions with Guidant Corporation, a
cardiovascular medical device manufacturer, including Group Chairman, Office of
the President, President of the Vascular Intervention Group, and Vice President. Ms.
Graham has served as a director and a member of the audit committee of Genomic
Health, Inc., a Nasdaq listed company, since December 2008.

Significant Experience/Competencies

* Former Public Company CEO

* General Management & Business
Operations

* Healthcare Industry; Regulated
Industry

» Mergers & Acquisitions

* International

* Strategy Development

* Finance

* Public Relations/Communications

* Human Capital

Overview of Board Qualifications

Ms. Graham brings to the Board her extensive
experience in senior management and
leadership roles in the healthcare industry,
including experience leading companies in
drug, device and product development and
commercialization. The Board values her
insights and experience, including her service
on the faculty of Harvard Business School
teaching classes in entrepreneurship. She
also brings to her service on the Board and
the Compensation and Finance Committees
valuable experience as a director of publicly
and privately held life sciences companies
and as a consultant to healthcare companies
regarding strategy, leadership, team building
and capability building.



* Director since 2006

* Independent

* Audit Committee

» Compensation
Committee

* Director since 2000

* Independent

* Chair of Audit
Committee

 Finance Committee

Nancy M. Schlichting, 56—President and Chief Executive Officer of the Henry
Ford Health System (since June 2003). Ms. Schlichting was Executive Vice President
and Chief Operating Officer of the Henry Ford Health System from June 1999
to June 2003, and President and Chief Executive Officer of Henry Ford Hospital
from August 2001 to June 2003. She also serves as a director of the American
Hospital Association and of the Kresge Foundation, where she chairs the board’s
compensation committee.

Significant Experience/Competencies Overview of Board Qualifications
* General Management & Business As a result of her leadership of hospitals
Operations and health systems, Ms. Schlichting
» Consumer-facing Industry brings to her service on the Board and its
» Consumer Marketing Audit and Compensation Committees a
* Healthcare Industry; Regulated deep knowledge and understanding of
Industry the healthcare industry. The Board also
* Hospital Board highly values her experience and insights
* Corporate/Institutional Relationship gained at Henry Ford Health System,
Management where she has been responsible for the
* Strategy Development strategic and operational performance of a
* Finance leading integrated health system, including
* Human Capital an academic medical center, community

hospitals, a health plan, a multi-specialty
medical group, and an ambulatory and health
retail network.

David Y. Schwartz, 69—Independent business advisor and consultant to various
companies principally in the retail, distribution and services industries. Former
Partner at Arthur Andersen LLP, Mr. Schwartz has served as a director of Foot
Locker, Inc. since 2000, where he chairs the board’s finance and strategic planning
committee, and Stage Stores, Inc. (director since 2007) and True Value Company
(since 2002), where he chairs the audit committees. Mr. Schwartz assists several
civic and charitable institutions in the Midwestern United States.

Significant Experience/Competencies Overview of Board Qualifications

* Retail Industry Mr. Schwartz brings to the Board his great
* Regulated Industry depth of experience in the areas of audit,
* Corporate/Institutional Relationship accounting and finance, having spent

Management his career as a partner at the accounting
* Mergers & Acquisitions firm Arthur Andersen LLP, including
* Strategy Development service as partner in charge of its Retail
* Risk Management Industry Program and Managing Partner
* Finance of the Chicago office’s Attest and Business

Consulting Practice, until his retirement in
1997. He is well-qualified to serve on our
Audit Committee as the Audit Committee’s
designated financial expert and on our
Finance Committee. Mr. Schwartz also
has experience as a business consultant to
various companies in the retail, distribution
and services industries. His experience
serving on the audit, finance and strategic
planning committees of other publicly-
traded companies further contributes to the
perspective and judgment that he brings to
service on our Board.



* Director since 2008

* Independent

e Audit Committee

* Nominating and
Governance Committee

* Director since 2005

* Independent

* Audit Committee

* Chair of Compensation
Committee

Alejandro Silva, 63—Chairman of the Board and Chief Executive Officer of Evans
Food Group, Inc. (since October 1985), a producer of snack foods. Mr. Silva has
served as a director of the PrivateBancorp, Inc. since 2005. Mr. Silva is also a
director of the Chicago Transit Authority, where he chairs the committee on
finance, audit and budget, and lends his experience to numerous Chicago civic
organizations, including the Renaissance 2010 School Fund.

Significant Experience/Competencies Overview of Board Qualifications

* General Management & Business
Operations

* Consumer-facing Industry

» Consumer Marketing

Mr. Silva is a successful entrepreneur
who brings his strong entrepreneurial,
management and leadership skills to
the Board and its Audit and Nominating

* Merchandising and Governance Committees. As Chief
* Hospital Board Executive Officer of Evans Food Group,
* Corporate/Institutional Relationship Mr. Silva has valuable experience in the

Management areas of business strategy, operations,

» Mergers & Acquisitions
* International

» Strategy Development

* Risk Management

* Finance

business growth, consumer marketing and
merchandising, and brings this perspective
to boardroom discussions. He also brings
public company and civic board experience
gained through service as a director of
PrivateBancorp and the Chicago Transit
Authority.

James A. Skinner, 66—Vice Chairman (since January 2003) and Chief Executive
Officer (since November 2004) of McDonald’s Corporation. Mr. Skinner has served
as a director of McDonald’s Corporation since 2004 and Illinois Tool Works Inc.,
where he chairs the board’s compensation committee, since 2005. He is a trustee of
the Ronald McDonald House Charities.

Significant Experience/Competencies

* Current Public Company CEO

* General Management & Business
Operations

* Consumer-facing Industry

» Consumer Marketing

* Supply Chain & Logistics

* Real Estate

* Mergers & Acquisitions

* International

* Strategy Development

* Risk Management

* Finance

* Public Relations/Communications

* Human Capital
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Overview of Board Qualifications

Mr. Skinner’s leadership in serving as the
Chief Executive Officer of one of the largest
global companies, as well as his experience
in a range of management positions within
McDonald’s, provides him with great
breadth and depth of understanding of the
strategic, operational, financial and human
capital issues facing public companies.
It also gives him valuable insights and
perspectives with respect to our retail
operations. Mr. Skinner’s roles on other
public company boards also enable him to
draw on various viewpoints in his service
on our Board.



Gregory D. Wasson, 52—President and Chief Executive Officer (since
February 2009). Mr. Wasson was President and Chief Operating Officer from
May 2007 to February 2009, Executive Vice President from October 2005 to
May 2007, Senior Vice President from February 2004 to October 2005 and Vice
President from October 2001 to February 2004. He was also President of Walgreens
Health Services from March 2002 to May 2007.

Significant Experience/Competencies Overview of Board Qualifications
* General Management & Business As President and Chief Executive Officer,
Operations Mr. Wasson leads our senior management
. . * Retail Industry team and brings to the Board an in-depth
: Dlre.ctor stnee 20.09 » Consumer Marketing knowledge of our Company and the retail
' Premdgnt and Chlef * Merchandising and healthcare industries. A graduate of
Executive Officer * Supply Chain & Logistics Purdue University’s School of Pharmacy,
* Real Estate Mr. Wasson has served in a variety of
* Healthcare Industry; Regulated management capacities over his 30-year
Industry career at Walgreens including store
* Corporate/Institutional Relationship operations, pharmacy benefit management
Management and senior management with enterprise-
» Mergers & Acquisitions wide responsibilities. This experience
» Strategy Development enables him to provide the Board with
* Risk Management critical insights regarding our business
* Finance and the dynamic environment in which
* Public Relations/Communications ~ we compete. Mr. Wasson provides a
* Human Capital valuable and unique perspective in Board

discussions about the Company’s business,
competitive landscape, relationships with
key constituencies, senior leadership,
strategic opportunities and challenges, and
operating and financial performance.

The Board of Directors unanimously recommends that shareholders vote FOR the nominees set forth
above. Proxies solicited by the Board will be so voted unless shareholders specify a contrary choice.

The Board of Directors, Board Committees and Corporate Governance

The Board of Directors met in person and by telephone 11 times and there were 20 meetings of Board
Committees during the 2010 fiscal year. The Company’s Corporate Governance Guidelines state that directors
are expected to attend the Annual Meeting of Sharcholders and all meetings of the Board and the Committees
of which they are members, unless prevented by unavoidable circumstances. Each incumbent director attended
more than 90% of the aggregate number of meetings of the Board of Directors and meetings of the Board
Committees on which he or she served during the periods for which he or she served. All of the directors who
were then serving attended the Company’s Annual Meeting of Sharcholders on January 13, 2010.

The Board believes that, as a matter of policy, at least two-thirds of the Company’s Board members
should be independent. Accordingly, the Board conducts an annual review as to whether each of its directors
qualifies as independent. As permitted by the New York Stock Exchange, The NASDAQ Global Select Market
and the Chicago Stock Exchange listing standards, the Board has determined categorically that any relationship
within the parameters set forth below will not impair the independence of a director:
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1)

2)

The director or a member of the director’s immediate family is, or has been during the entity’s last
fiscal year, an executive officer or director of an entity with which the Company has ordinary course
business dealings and such entity has, directly or indirectly, made payments to, or received payments
from, the Company during the entity’s last fiscal year equal to less than the greater of $200,000 or
2% of the entity’s consolidated gross revenue for the entity’s last fiscal year; or

The director or a member of the director’s immediate family is an executive officer, director or trustee
or was an executive officer, director or trustee of a charitable or other not-for-profit entity during the
entity’s last fiscal year and the Company’s contributions to the entity during the entity’s last fiscal year
are: (a) less than the greater of $200,000 or 2% of the entity’s total annual charitable receipts for the
entity’s last fiscal year; and (b) less than 5% of the Company’s total annual contributions to charitable
or other not-for-profit entities. The Company’s matching of employee charitable contributions will
not be included in the Company’s annual charitable contributions for this purpose.

Inits annual review, the Board of Directors determined that Dr. Brailer, Mr. Davis, Mr. Foote, Mr. Frissora,
Ms. Graham, Mr. McNally, Ms. Schlichting, Mr. Schwartz, Mr. Silva and Mr. Skinner are independent under
the applicable listing standards of the New York Stock Exchange, The NASDAQ Global Select Market and the
Chicago Stock Exchange, as well as the Company’s standards.

In assessing independence, the Board of Directors was aware of and evaluated the following
relationships:

Mr. Davis was a director of CenturyLink through September 30, 2009. The Company utilizes
CenturyLink’s telecommunications services. In addition, Mr. Davis’ wife is a board member of the
NARSAD, a not-for-profit organization that receives charitable contributions from the Company.

Mr. Foote is a life trustee of Northwestern Memorial HealthCare, the corporate parent of Northwestern
Memorial Hospital. Mr. Foote does not perform any executive functions in this position. The Company
provides pharmacy services to Northwestern Memorial Hospital and certain of its affiliates. Northwestern
Memorial Foundation, an affiliate of Northwestern Memorial HealthCare, receives charitable contributions
from the Company. In addition, Mr. Foote is a trustee of the Museum of Science and Industry, Chicago,
a not-for-profit organization that receives charitable contributions from the Company.

Mr. Frissora is the Chairman of the Board and Chief Executive Officer of Hertz Global Holdings, Inc.
and The Hertz Corporation. Hertz is one of several rental vehicle companies which Walgreens employees
may use when traveling on business. In addition, Mr. Frissora was a director of NCR Corporation during
a portion of fiscal 2010. The Company contracts with NCR for software and technology support.

Ms. Schlichting is the president and chief executive officer of the Henry Ford Health System. Health
Alliance Plan, a health plan affiliated with Henry Ford, offers healthcare insurance and related
administrative services, and individual members that hold that insurance or are the beneficiaries of
the administrative services may fill prescriptions at the Company’s pharmacies. In addition, Health
Alliance Plan provided health insurance to certain of the Company’s Michigan-based employees
through December 31, 2009.

Mr. Schwartz is a director of Foot Locker, Inc. The Company sells Foot Locker gift cards at many of its
locations.

Mr. Silva is a director of the Chicago Transit Authority and the Company maintains a business
relationship with the Chicago Transit Authority. Mr. Silva serves as a trustee of the Museum of Science
and Industry, Chicago, the Field Museum of Natural History and the Ravinia Festival, not-for-profit
organizations that receive charitable contributions from the Company. In addition, Mr. Silva is a
board member of the Renaissance Schools Fund, a not-for-profit organization that receives charitable
contributions from the Company.
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e Mr. Skinner is the chief executive officer of McDonald’s Corporation. The Company leases space
from McDonald’s for one of its locations. The Company also has a business relationship with Redbox
Automated Retail, LLC, a former affiliate of McDonald’s.

In each instance, the Board concluded that the relationship did not impair the independence of
the director.

The independent members of the Board of Directors meet in executive sessions in conjunction with each
quarterly Board meeting. As the non-executive chairman, Mr. McNally presided at those sessions.

The Board has adopted a written charter for each committee, as well as Corporate Governance Guidelines
that address the Board’s composition and governance. The Board has also adopted an Ethics Policy Statement
that applies to all of the Company’s employees, officers and directors, as well as a Code of Ethics for Financial
Executives that applies to and has been signed by the Chief Executive Officer, the Chief Financial Officer
and the Controller. These materials can be found on the Company’s website at investor.walgreens.com, and
may be obtained by writing: Walgreen Co., Attn: Shareholder Relations, Mail Stop #2261, 200 Wilmot Road,
Deerfield, Illinois 60015. Changes to or waivers, if any, of the Company’s Ethics Policy Statement for directors
and executive officers or the Company’s Code of Ethics for Financial Executives would be promptly disclosed
on the Company’s website.

Committees

During fiscal year 2010, the Board of Directors had standing Audit, Compensation, Finance, and
Nominating and Governance Committees. The Board of Directors has determined that each member of
the Audit, Compensation, and Nominating and Governance Committees is independent as defined in the
Company’s independence standards, the rules of the Securities and Exchange Commission (in the case of
the Audit Committee), and the listing standards of the New York Stock Exchange, The NASDAQ Global
Select Market and the Chicago Stock Exchange. In addition, each member of our Finance Committee is
independent under the applicable listing standards of the New York Stock Exchange, The NASDAQ Global
Select Market and the Chicago Stock Exchange, as well as the Company’s standards. Current committee
membership follows:

Audit Compensation Finance Nominating and

Director Name Committee Committee Committee Governance Committee
Dr. Brailer. . ..................... XM XM
Mr.Davis ....................... X X
Mr. Foote. . ...................... X X*
Mr. Frissora . .................... X* X
Ms. Graham . .................... X X
Mr. McNally® .. ..................
Ms. Schlichting . .................. X X
My. Schwartz. . ................... X* X
Mr. Silva . ..... ... ... ... ... .... X X
Mr. Skinner. . ....... ... ... .. ... X X*

* Chair of Committee.

o Appointed to Committee effective December 1, 2010.

@ As independent Chairman of the Board, Mr. McNally attends all Committee meetings.
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Audit Committee

The Audit Committee met eight times during the fiscal year. The Committee is composed of Mr. Schwartz,
Chairman, Ms. Schlichting, Mr. Silva and Mr. Skinner. Dr. Brailer was appointed to the Committee effective
December 1, 2010.

Each member of the Committee meets the current financial literacy requirements of the New York Stock
Exchange, The NASDAQ Global Select Market and the Chicago Stock Exchange. The Board of Directors has
also determined that Mr. Schwartz meets the definition of audit committee financial expert under the rules
promulgated by the Securities and Exchange Commission.

The Committee assists in the oversight of matters relating to the Company’s financial reporting processes
and systems. Specific tasks include overseeing the quality and integrity of the Company’s financial statements,
the Company’s compliance with certain regulatory requirements, and internal accounting controls. The
Committee also reviews the performance of the Company’s outside auditor and the internal audit function,
and oversees policies associated with financial risk assessment and risk management.

Compensation Committee

The Compensation Committee met four times during the fiscal year. The Committee is composed of
Mr. Skinner, Chairman, Mr. Foote, Ms. Graham and Ms. Schlichting. Ms. Graham joined the Committee upon
her appointment to the Board in May 2010.

The Committee determines the various elements of executive compensation and oversees executive
succession planning. The Committee maintains authority and responsibility for the administration of the
Company’s executive compensation programs, including base salaries, the annual performance-based
Management Incentive Plan, the Long-Term Performance Incentive Plan, the Executive Stock Option Plan,
certain executive deferred compensation plans and perquisites. The Committee also reviews management’s
proposals regarding certain employee benefit plans and makes recommendations regarding such proposals to
the Board of Directors.

The Board of Directors determines the Committee’s membership, and the Committee consists solely of
non-management directors who are independent under applicable securities laws and stock exchange rules.
The Committee is supported in its work by its outside independent compensation consultant, as well as the
Company’s Human Resources management, which provides data and other information. The Committee’s
Charter, which can be found on the Company’s website at investor.walgreens.com, lists the specific
responsibilities of the Committee. The Committee reviews its Charter annually and submits any recommended
changes to the Board of Directors.

The Committee is assisted by Mercer LLC, an independent outside compensation consultant. Mercer
LLC provides to the Committee information regarding market compensation and practices, assists the
Committee in the review and evaluation of such compensation and practices, and advises the Committee
on compensation decisions, particularly with respect to the compensation of the Company’s Chief Executive
Officer. Mercer LLC also assists the Nominating and Governance Committee in the review and evaluation of
director compensation and practices.

Mercer LLC’s fees for executive and director compensation consulting services provided to the Committee
with respect to Walgreens in fiscal year 2010 were approximately $118,000. In addition, we paid Mercer LLC
approximately $10,000 for manuals and compensation survey data in fiscal year 2010. Mercer LLC does not
currently provide any additional services to the Company. Mercer LLC is a wholly-owned subsidiary of Marsh
& McLennan Companies (“MMC”). MMC and its affiliates other than Mercer provided certain services not
related to executive and director compensation, primarily insurance brokerage, to Walgreens and its affiliates
in fiscal 2010 for fees totaling approximately $547,000. (This amount does not include insurance premiums
that are paid through MMC to insurance carriers on behalf of Walgreens or amounts paid by Walgreens for
services rendered to companies acquired by Walgreens prior to the acquisition closing date.) These non-
compensation related services and fees are not subject to the Committee’s review or approval.
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The Committee has reviewed and considered (1) the services Mercer performed for the Committee during
fiscal 2010, (2) the non-compensation related services performed by MMC and its affiliates for Walgreens and
its affiliates in fiscal 2010, (3) the relationship between Walgreens, Mercer and MMC, and (4) the quality
and objectivity of the services Mercer consultants provided to the Committee. The Committee noted that the
Mercer consultants providing service to the Committee do not market or sell to Walgreens or its affiliates the
non-compensation related services performed by MMC, and those consultants receive no incentive or other
compensation based on the fees paid by Walgreens and its affiliates for these other services. In addition,
Mercer’s professional standards prohibit its consultants from considering any other relationships Mercer or
any of its affiliates may have with Walgreens and its affiliates in rendering advice and recommendations to
the Committee. Based on its review, the Committee has concluded that the advice it receives from Mercer is
objective and not influenced by MMC’s other relationships with Walgreens or its affiliates.

For additional information regarding the operation of the Committee and the role of outside compensation
consultants, see “Executive Compensation — Compensation Discussion and Analysis” below.
Finance Committee

The Finance Committee met five times during the fiscal year. The Committee is composed of Mr. Frissora,
Chairman, Mr. Davis, Ms. Graham and Mr. Schwartz. Ms. Graham joined the Committee in May 2010.
Dr. Brailer was appointed to the Committee effective December 1, 2010.

The Committee reviews the financial policies, requirements and practices of the Company and makes
recommendations to the Board of Directors concerning such matters. Specific tasks include reviewing the
Company’s capital allocation, capital structure, dividend policy, capital expenditures, operating income, cash
flow and liquidity.

Nominating and Governance Committee

The Nominating and Governance Committee met three times during the fiscal year. The Committee is
composed of Mr. Foote, Chairman. Mr. Davis, Mr. Frissora and Mr. Silva.

The Committee considers matters related to corporate governance, makes recommendations to the
Board of Directors regarding various elements of director compensation, develops general criteria regarding
the qualifications and selection of Board members and recommends candidates for election to the Board
of Directors.

Director Selection Process

The Board of Directors seeks a diverse group of candidates who possess the background, skills and
expertise to make a significant contribution to the Board, the Company and its shareholders. Desired qualities
to be considered include:

Experience:

e high-level leadership experience in business or administrative activities, and significant
accomplishment;

« expertise in key facets of corporate management;
* breadth of knowledge about issues affecting the Company; and

* proven ability and willingness to contribute special competencies to Board activities.
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Personal attributes:

* personal integrity;

* loyalty to the Company and concern for its success and welfare;

» willingness to apply sound and independent business judgment;

» awareness of a director’s vital role in the Company’s good corporate governance and citizenship;
* no present conflict of interest;

» willingness to devote the time necessary for meetings and for consultation on Company matters;
» willingness to assume broad fiduciary responsibility; and

 enthusiasm about the prospect of serving.

When recommending to the full Board the slate of directors to be nominated for election at the annual
meeting of shareholders, the Nominating and Governance Committee reviews the qualifications and
backgrounds of nominees for director, as well as the overall composition of the Board. The Nominating
and Governance Committee evaluates each individual in the context of the Board as a whole, with the
objective of recommending for nomination a group of individuals that can best perpetuate our success and
represent shareholder interests through the exercise of sound business judgment. As part of this evaluation,
the Committee assesses whether the group of nominees is comprised of individuals with a diversity
of perspectives, backgrounds and professional experiences that would enhance the Board’s success at
achieving these goals. With regard to diversity among the group of nominees, the Board, in accordance
with our Corporate Governance Guidelines, considers diversity in broad terms, including consideration of
competencies, experience, geography, gender, ethnicity, race and age, with the goal of obtaining diverse
perspectives, backgrounds and professional experiences. With respect to continuing non-employee directors,
the Nominating and Governance Committee also focuses on continued independence, transactions that may
present conflicts of interest, changes in principal business activities and overall contribution to the Board.
Nominees may be suggested by directors, members of management, shareholders, or, in some cases, by a
third-party firm engaged to recommend director candidates.

The Nominating and Governance Committee may engage a consulting firm to help identify candidates
for director who meet the Company’s qualifications, and did so with respect to Dr. Brailer and Ms. Graham.
Generally, the firm screens candidates against specific qualifications, develops profiles and prepares
biographies of each candidate. The firm also assists in the interview process. The Chairman of the Nominating
and Governance Committee and/or the Chairman of the Board, acting on behalf of the full Board, extends the
formal invitation to become a Board nominee.

Consideration of Director Candidates for the 2012 Annual Meeting

The Nominating and Governance Committee welcomes shareholder suggestions of director candidates
for consideration by the Committee. Shareholders should write to the Nominating and Governance Committee,
Walgreen Co., Attention: Corporate Secretary, 200 Wilmot Road, Deerfield, Illinois 60015. Shareholders
should provide the candidate’s name, biographical data, qualifications and the candidate’s written consent
to being named as a nominee in the Company’s Proxy Statement and to serve as a director, if elected. If
selected by the Nominating and Governance Committee, candidates will be required to satisfy any additional
requirements of the Nominating and Governance Committee and the Company’s By-laws.

The Company’s By-laws also provide a formal procedure whereby a sharcholder may nominate
a candidate for election as a director. A shareholder wishing to directly nominate a director candidate
should notify the Corporate Secretary of the Company in writing on or after September 14, 2011 and not
later than October 14, 2011, at Walgreen Co., Attention: Corporate Secretary, 200 Wilmot Road, Deerfield,
Illinois 60015.
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The shareholder must comply with all of the other requirements of Article II, Section 15(c) of the
Company’s By-laws and any applicable provision of the Securities Exchange Act of 1934, as amended, and the
rules promulgated thereunder. By-law requirements include providing the identity of the candidate, the name
and address of the proposing shareholder and the underlying beneficial owner, if any, the relationship between
the proposing shareholder and the underlying beneficial owner, if any, and such parties’ stock holdings and
derivative positions in the Company’s securities. The Company’s By-laws require that shareholders nominating
director candidates provide additional disclosure regarding the person nominated, including information the
Company deems appropriate to ascertain the candidate’s qualifications to serve on the Company’s Board of
Directors, disclosure of compensation arrangements between the candidate, the nominating shareholder and
the underlying beneficial owner, if any, and other information required to comply with the proxy rules and
applicable law.

Communications with the Board of Directors

All interested parties may communicate with the Chairman or the directors by regular mail directed to
Walgreen Co., Attention: Corporate Secretary, 200 Wilmot Road, Deerfield, Illinois 60015. The Corporate
Secretary or her designee will collect and organize all such communications, discarding any that are
solicitations or are irrelevant to the Board’s responsibilities. The remaining communications will be forwarded
to the appropriate member or group of members of the Board, who shall determine how such communications
should be addressed.

Board Leadership Structure

As stated in the Company’s Corporate Governance Guidelines, the Board believes that the Board’s
leadership structure is part of the overall governance process and is a matter to be considered based upon
circumstances. The Company’s by-laws provide that the Chairman of the Board may, but need not be, the Chief
Executive Officer. The Board believes it is important to retain its flexibility to allocate the responsibilities of
the offices of the Chairman of the Board and Chief Executive Officer in any way that is in the best interests of
our Company at a given point in time based upon then-prevailing circumstances. The Board believes that the
decision as to who should serve in those roles, and whether the offices should be combined or separate, should
be assessed periodically by the Board, and that the Board should not be constrained by a rigid policy mandate
when making these determinations.

Currently, the positions of Chief Executive Officer and Chairman of the Board are held by separate
persons, with Gregory D. Wasson serving as our Chief Executive Officer and Alan G. McNally serving as
our independent Chairman of the Board. We believe this structure is optimal for Walgreens at this time
because it allows Mr. Wasson to focus on leading the Company’s business and operations. At the same time,
the Chairman can focus on leadership of the Board of Directors, including calling and presiding over Board
meetings and executive sessions of the independent directors, preparing meeting agendas in collaboration
with the Chief Executive Officer, serving as a liaison and supplemental channel of communication between
independent directors and the Chief Executive Officer, and serving as a sounding board and advisor to the
Chief Executive Officer.

Board Oversight of Risk Management

Walgreens faces a broad array of risks, including market, operational, strategic, legal, regulatory and
financial risks. Management of the Company is responsible for establishing and maintaining systems to
manage these risks. The Board of Directors exercises oversight over the Company’s strategic, operational
and financial matters, including the elements and dimensions of major risks facing the Company. The Board
administers its risk oversight function as a whole and through its Board Committees, and the processes it uses
to assess and monitor risks include the following:
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The Board meets regularly to discuss the strategic direction, operating performance and the issues and
opportunities facing Walgreens in light of trends and developments in the healthcare and retail industries
and general business environment. Each year, the Board has a two-day meeting with senior management to
discuss and review our overall corporate strategy and operating plans. In addition, throughout the year, our
Board and Board Committees provide oversight and guidance to management regarding our strategy and
operating plans. The Company has also implemented an Enterprise Risk Management (“ERM”) process under
the direction of management’s Risk Steering Committee. The ERM approach helps the Board and Board
committees to receive relevant information about and understand the Company’s risk management process,
the participants in the process, and key information gathered through the process. The purpose of the ERM
process is to identify risks that could affect the Company and the achievement of its strategic objectives, to
understand, rate and prioritize those risks, and to facilitate the implementation of risk mitigation strategies
and processes across the Company. The key risks identified through this process are reviewed with the full
Board of Directors.

In accordance with its charter, the Audit Committee reviews the Company’s policies and processes
with respect to enterprise risk assessment and risk management as well as financial risk assessment and
risk management. The Company’s Treasurer, as chair of the Risk Steering Committee, Director of Internal
Audit and Chief Compliance Officer all have direct reporting responsibilities to the Audit Committee. On a
quarterly basis, the Audit Committee reviews and discusses the key risks identified in the ERM process with
management, their potential impact on our Company and our risk mitigation strategies. In the regular meeting
of each of the other standing Board committees, those committees oversee management of risks relating to
the applicable committee’s areas of responsibility. For example: the Compensation Committee reviews risks
associated with the design and implementation of our compensation plans and arrangements (for a discussion
of the risk assessment of our compensation programs, see “Compensation Discussion and Analysis —
Relationship Between Compensation Plans and Risk.”); the Nominating and Governance Committee reviews
risks incident to the Company’s governance structures and processes including, among other topics, Board
succession planning; and the Finance Committee oversees key aspects of our financial risk management
activities, including market and operating risks.

Director Compensation

This section describes the compensation provided to non-employee members of the Company’s Board of
Directors. A full-time employee who serves as director does not receive additional compensation for service
on the Board.

Overview. Non-employee director compensation is reviewed annually by the Nominating and
Governance Committee of the Board, with the assistance of Mercer LLC, the Committee’s current
compensation consultant. Mercer LLC provides to the Committee information regarding market
compensation, practices and trends, assists in the review and evaluation of such information, and advises
the Committee on compensation decisions. The Committee’s review compares the Company’s director
compensation to both retail peer companies and a sample of comparably sized companies in other
industries, including the healthcare industry, and seeks to provide director compensation that is competitive
with director compensation for these groups. The Committee also seeks to provide an appropriate mix of
equity-based and cash compensation, so as to link director compensation to the interests of the Company’s
shareholders. Any changes to director compensation are recommended by the Nominating and Governance
Committee for approval by the full Board. The Nominating and Governance Committee conducted its
annual review of director compensation in July 2010, with the assistance of Mercer LLC, and determined
to recommend to the full Board that no changes be made to the director compensation program for fiscal
year 2011.
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Fiscal Year 2010 Director Compensation. During fiscal year 2010, the compensation structure for non-
employee directors consisted of the following elements, subject to the deferral opportunities described below

under “Nonemployee Director Stock Plan™:

* A $70,000 annual retainer, paid quarterly in cash.

e Anadditional $20,000 annual retainer for the Chair of the Audit Committee and an additional $10,000
annual retainer for each Chair of other Board committees, paid quarterly in cash.

* An additional $300,000 annual retainer for the independent Chairman of the Board, paid quarterly

in cash.

» A grant of Walgreen Co. common stock with a market value of $155,000 as of the November 1, 2009
grant date. The grant was made under the Walgreen Co. Nonemployee Director Stock Plan for service
as director from November 1, 2008 through October 31, 2009. Each director who served for the entire
period received a grant of 4,097 shares, which was calculated by dividing $155,000 by $37.83, the
closing stock price on October 30, 2009 (as November 1, 2009 was not a trading day).

Directors serving for a portion of the fiscal year received prorated amounts for all elements of

compensation.

All directors are also reimbursed for expenses incurred in connection with Board and Board Committee
meetings. On a very limited basis, the Company may determine that it is appropriate for non-management
directors to be accompanied by their spouses in connection with these meetings and/or at other events related to
their service on the Board. In these circumstances, the Company also reimburses the spouses’ travel expenses.
In addition, in accordance with our Corporate Governance Guidelines, directors are reimbursed for reasonable
expenses related to continuing education programs.

Director Compensation Table

The following table details the compensation provided to each non-employee director for fiscal year 2010:

Name

David J. Brailer® . .. .............
Steven A. Davis. . ................
William C. Foote. . ...............
Mark P. Frissora. . ...............
Ginger L. Graham® .. ............
Alan G.McNally . . ....................
Cordell Reed”? . .................
Nancy M. Schlichting . .. ..........
David Y. Schwartz. . ..............
Alejandro Silva . .. ............ ...
James A. Skinner . ... ... ... ... ...

Marilou M. von Ferstel”
Charles R. Walgreen 1117

Change in
Pension
Value and
Fees Earned Nonqualified
or Paid in Stock Deferred All Other
Cash Awards  Compensation Compensation Total
(O O Earnings ($)® ($)@ (&)
70,000 90,417 — 1,994 162,411
80,000 155,000 — 12,675 247,675
77,500 116,250 — — 193,750
23,397 — — — 23,397
372,500 116,250 — 9,468 498,218
26,056 155,000 1,120 5,539 187,715
70,000 155,000 — 9,921 234,921
90,000 155,000 — 12,383 257,383
70,000 155,000 — 6,224 231,224
80,000 155,000 — 12,584 247,584
26,056 155,000 27,381 2,028 210,465
26,056 155,000 — — 181,056

o Includes the annual retainer, any committee chair retainer and, with respect to Mr. McNally, the independent Chairman
retainer (including any deferred amounts). Directors serving for a portion of the fiscal year received prorated amounts.
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@ Represents the grant date (November 1, 2009) fair value determined in accordance with Financial Accounting Standards
Board (FASB) Accounting Standards Codification (ASC) Topic 718 of the stock grant under the Walgreen Co. Nonemployee
Director Stock Plan to each non-management director who served on the Board during the 12-month period ended October 31,
2009 (including any deferred amounts). All stock awards are fully vested at the grant date.

e Includes increase in present value of amounts payable under the Walgreen Co. Retirement Plan for Outside Directors (described
below under “Discontinued Director Compensation Programs”) of $1,120 for Mr. Reed and $8,620 for Ms. von Ferstel. For
Ms. von Ferstel, also includes $18,761, which is the portion of prior deferred compensation plan earnings that is considered to
be above-market.

@ Represents dividends credited to deferred stock units. In addition to the amounts reported, directors also are eligible to receive
the same discount on merchandise purchased from Walgreens as is made available to Company employees.

® Dr. Brailer joined the Board of Directors as of October 1, 2010.

©® Reflects partial year compensation. Ms. Graham joined the Board of Directors as of May 1, 2010.

@ Reflects partial year compensation. Messrs. Reed and Walgreen and Ms. von Ferstel retired from the Board of Directors as of
January 13, 2010.

Nonemployee Director Stock Plan. In November 1996, the Company established the Walgreen Co.
Nonemployee Director Stock Plan. The Plan was amended and restated effective January 14, 2004, and further
amended effective October 12, 2005, October 11, 2006, and September 1, 2009. Under this Plan, each non-
employee director receives a grant of Walgreen Co. common stock on each November 1, for service as director
during the preceding 12-month period. The grant is calculated based on a dollar value established under the
Plan, which may be adjusted by the Board periodically. The Board set this dollar value at $155,000 for awards
commencing with the November 1, 2009 grant.

Under this Plan, the following deferral opportunities are available to directors:

e All cash retainer payments may be deferred into a deferred cash compensation account or awarded in
the form of deferred stock units.

* The annual stock grant may be awarded in the form of deferred stock units.

All amounts deferred into the deferred cash compensation account accrue interest at a monthly
compounding rate equal to 120% of the applicable federal midterm rate. All deferred stock unit and deferred
cash compensation account balances are paid in cash in two annual installments, the first of which occurs
within 30 days following termination of service on the Board of Directors and the second of which occurs
12 months later.

Discontinued Director Compensation Programs. Certain non-employee directors who retired from
the Board during fiscal year 2010 remain eligible for benefits under discontinued director compensation
arrangements as follows:

e The Walgreen Co. Nonemployee Director Stock Plan is a replacement for certain compensation
arrangements for non-employee directors in effect prior to November 1996, under the Walgreen
Co. Retirement Plan for Outside Directors. Under the Retirement Plan for Outside Directors, upon
retirement a non-employee director receives annual benefits for the shorter of (i) the number of years
the director served as a non-employee member of the Board, or (ii) ten years, and these benefits
were equal to the sum of 80% of the annual Board retainer in effect on the date of retirement, plus
4% of the director’s final annual retainer for each year of service as a non-employee director in
excess of ten years. In no case could the annual benefit payment exceed 100% of the annual retainer
in effect and payable to the non-employee director on the date of his or her retirement from the
Board of Directors. The Retirement Plan for Outside Directors will continue to apply in the future
only with respect to compensation earned by non-employee directors for periods of service prior to
November 1, 1996. Mr. Reed and Ms. von Ferstel will begin receiving benefits under this Retirement
Plan in January 2011.

e Ms. von Ferstel participated in unfunded deferred compensation plans offered prior to 1993 that
permitted a director to defer a portion of her retainer fees. During fiscal year 2010, Ms. von Ferstel
received payments of $55,300 as a result of compensation previously deferred under such plans.
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Share Ownership Guidelines for Directors. The Board of Directors adopted director share ownership
guidelines in 2008. Under the guidelines, each non-employee director is expected to accumulate at least the
lesser of 20,000 shares of Walgreen Co. common stock and the number of shares valued at three times the
director’s total annual cash and equity compensation by the later of November 1, 2013 or five years after
becoming a director. Deferred stock units acquired pursuant to the Nonemployee Director Stock Plan are
considered shares owned for purposes of the director share ownership guidelines. As of November 15, 2010,
each non-employee director had met or, using reasonable assumptions regarding future director compensation
and stock appreciation, are progressing towards their goals in a manner that will allow them to meet either the
fixed or variable share objectives within the prescribed time frames.

Executive Compensation
Compensation Discussion and Analysis

This Compensation Discussion and Analysis provides information regarding (1) the overall structure
of the compensation provided to the Company’s executives, (2) the role and involvement of various parties in
executive compensation analysis and decisions, and (3) the process, substance of and rationale for decisions
concerning executive compensation.

Compensation Philosophy and Objectives

The Compensation Committee of the Board of Directors (referred to in this section as the “Committee”)
is responsible for establishing, implementing and monitoring the Company’s executive compensation
philosophy and objectives. The Committee believes that the most effective executive compensation program
is one that is designed to reward the achievement of annual and long-term Company performance goals and
aligns executives’ interests with those of shareholders, with the ultimate objective of improving shareholder
value. The Committee’s focus is to provide a compensation package that enables the Company to:

e Attract and retain talented executives;

*  Reward Company and individual performance; and

* Link the interest of the Company’s senior executives to the interests of the Company’s shareholders.

The Committee considers all elements of the compensation program in total, as well as individual
performance, Company performance and market compensation considerations, in the exercise of its duties.
Role of the Compensation Committee

The Committee reviews and approves all components of Company executive pay, reports its decisions to
the Board of Directors, and oversees the administration of the compensation program for senior executives.

The primary duties of the Committee with regard to senior executive compensation are to conduct
an annual review of executive officer compensation practices and market pay levels, approve the design of
the Company’s executive compensation programs, approve the total annual awards under the Company’s
short-term and long-term incentive programs and oversee the administration of these programs. The
Committee also determines all aspects of compensation for the Company’s Chief Executive Officer and other
senior executives.

Definitions of Company Executives

Both within this Compensation Discussion and Analysis and elsewhere in this proxy statement, there are
terms used to describe groups of Company executives. “Executives” generally refers to the individuals who
serve at the divisional vice president or market vice president level and above (127 persons as of August 31, 2010).
These are the key managers of the Company, who are eligible for executive-level compensation and benefit
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programs. “Senior executives” refers to a more limited group of individuals who serve at the corporate vice
president level and above (23 persons as of August 31, 2010). “Named executive officers” refers to the seven
individuals identified in this Compensation Discussion and Analysis and the Executive Compensation Tables
and Supporting Information section of this proxy statement.

Role of Company Personnel in Executive Compensation Decisions

The Committee reviews and approves all decisions concerning the Company’s executive compensation
plans and programs, including individual executive compensation. The Chief Executive Officer reviews
annually the performance and pay level of each senior executive, develops recommendations concerning the
compensation of each senior executive and presents those recommendations to the Committee. The Chief
Executive Officer does not make recommendations concerning his own compensation. The Company’s Human
Resources management provides information, analysis and other support to the Chief Executive Officer and
the Committee during these processes.

Role of Outside Compensation Consultants

The Committee engages Mercer LLC as its independent compensation consultant. The Committee
utilizes Mercer LLC to provide information regarding market compensation, practices and trends, assist in the
review and evaluation of such information, and advise the Committee on compensation decisions, particularly
with respect to the compensation of the Company’s Chief Executive Officer. In addition, Mercer LLC
assists the Nominating and Governance Committee in the review and evaluation of director compensation
and practices.

The Company engages Hewitt Associates, Inc. to serve as the executive compensation consultant to the
Company’s Human Resources and executive leadership. Hewitt provides information on competitive practices
and pay levels, and provides research on executive compensation issues as requested by management.

Setting Senior Executive Compensation

The Committee members believe that each element of the compensation program should target
compensation levels taking into account current market practices. At the same time, market compensation
levels and practices are not the only factors used by the Committee in making executive compensation
decisions. The Committee carefully considers internal equity issues and historical Company practices, along
with long-term market trends, in making executive compensation decisions, and the Committee discounts
short-term market fluctuations.

In determining actual senior executive compensation levels, the Committee considers all elements of
the program in total rather than any one element in isolation. The Committee compares these compensation
components to those of companies that it establishes as its “peer group” for these purposes. The peer group
is reviewed each year with the assistance of the Committee’s compensation consultant and Human Resources
management, and is updated accordingly. The Committee does not target a specific percentile of the peer group
in setting Company compensation, but primarily focuses on the range between the 25" and 75" percentile of
market compensation for each position. The median market compensation serves as a key reference with respect
to each senior executive’s target compensation taking into account the individual’s experience, performance
contributions, and role relative to other senior executives.
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Fiscal Year 2009 Peer Group

Best Buy Co., Inc. McDonald’s Corporation
CVS Caremark Corporation Medco Health Solutions, Inc.
Costco Wholesale Corporation Publix Super Markets, Inc.
Express Scripts, Inc. Rite Aid Corporation

The Home Depot, Inc. Safeway Inc.

J.C. Penney Company, Inc. Sears Holdings Corporation
Koh!’s Corporation Staples, Inc.

The Kroger Co. SUPERVALU INC.

Lowe’s Companies, Inc. Target Corporation

Macy’s, Inc. Wal-Mart Stores, Inc.

The Committee used the fiscal year 2009 peer group to provide competitive compensation information
that it considered as one factor in determining fiscal year 2010 annual incentive target opportunities and fiscal
year 2010 long-term compensation grants. In addition, to assess more directly the competitive market for the
compensation of the executives running the Company’s healthcare divisions, the Committee in fiscal year 2009
used a group of healthcare companies as a reference point in making these determinations regarding annual
incentive targets and long-term compensation grants. Both of these decisions were made early in the fiscal year.

In fiscal year 2010, the Committee approved a new peer group combining the larger retail companies,
companies in the healthcare sector and other large companies in the Midwest. The purpose of this change was
to provide a single reference group that recognized the Company’s focus on retail plus its strategic growth in
the healthcare industry, as well as its overall size. Many of the companies in the fiscal year 2010 peer group
were also included in the fiscal year 2009 group. The peer companies listed below that were in the fiscal year
2009 peer group are denoted with an asterisk.

The Committee used the fiscal year 2010 peer group to provide competitive compensation information
that it considered in making base salary adjustments during the year. This information was also a factor
in determining the recommended fiscal year 2011 annual incentive target opportunities and long-term
incentive grants.

Fiscal Year 2010 Peer Group:

Best Buy Co. Inc.* McKesson Corporation
Cardinal Health Inc. Medco Health Solutions Inc.*
CVS Caremark Corporation* Procter & Gamble Co.

The Home Depot, Inc.* Rite Aid Corporation*
Johnson & Johnson Safeway Inc.*

Kraft Foods Inc. Sears Holdings Corporation*
The Kroger Co.* SUPERVALU INC.*

Lowe’s Companies, Inc.* Target Corporation*
McDonald’s Corporation* Wal-Mart Stores, Inc.*

The Chief Executive Officer of the Company is considered part of the senior executive team and
participates in the same compensation and benefit programs as the other senior executives, including short-
term incentives, long-term incentives, benefits and perquisites. The Chief Executive Officer’s compensation is
compared to the compensation provided to peer group company chief executive officers, and that comparison
is taken into account in setting the Chief Executive Officer’s compensation levels.

Elements of Compensation

The key elements of the Company’s executive compensation program are base salary, annual incentives
and long-term incentives. Each of these is addressed separately below.
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Base Salaries

Base salary is a key component of senior executive pay, both on its own and because annual and long-term
incentive targets and awards are presently structured as established percentages of base salary. Base salaries
for the Company’s senior executives are established and adjusted using the following annual review process:

Salary Structure. The Company maintains a salary structure for all pay levels, including the senior
executive level. Pay ranges for each position and level are reviewed annually by the Committee, based on
recommendations from Human Resources management following its annual review of market data (primarily
peer group compensation) and consideration of short-term and long-term marketplace trends in executive
pay. For senior executives, the Committee’s independent compensation consultant assists the Committee by
reviewing the competitive market data used as a factor in making base salary decisions, as well as to determine
where the recommended salary is within the range of peer group companies.

Reviewing and Adjusting Base Salaries. 'The Committee regularly reviews each senior executive’s base
salary. Typically, base salary reviews and adjustments take place in January coincident with the Committee’s
annual review of peer group compensation. An executive’s base salary may also be adjusted during the year
upon promotion or based upon internal equity or external market considerations.

Base salary adjustments are determined after considering the pay range for the position, peer group
compensation information (both current year and longer-term trends) and various other factors, including job
performance, level of responsibility, prior experience, breadth of knowledge and internal equity. The factors
impacting base salary levels are not independently assigned specific weights. The Committee makes these
decisions after reviewing the recommendations of the Company’s Chief Executive Officer and Chief Human
Resources Officer (except as it concerns their own individual salaries) and consultation with the Committee’s
independent compensation consultant as needed.

Based on the application of the above-described factors, the Committee approved the following base
salaries for the named executive officers during fiscal year 2010.

e Gregory D. Wasson—President and Chief Executive Officer. Mr. Wasson began fiscal 2010 as
President and Chief Executive Officer with an annual base salary of $1,000,000. This salary level was
below the market median for chief executive officers at peer group companies, which the Committee
felt was appropriate given that Mr. Wasson was newly appointed. During its January 2010 review,
the Committee increased Mr. Wasson’s annual base salary to $1,100,000 to reflect his additional time
in position and to bring him closer to the market median pay level for his position. His current pay is
still below the market median for chief executive officers at peer group companies. The Committee
intends to move Mr. Wasson’s pay closer to market median levels as he gains time in position and
continues his strong performance in that role.

e Wade D. Miquelon—Executive Vice President and Chief Financial Officer. Mr. Miquelon began
fiscal year 2010 with a base salary of $700,000, which was established in January 2009 during
Mr. Miquelon’s annual salary review. Mr. Miquelon received an increase to $714,000 in January
2010 based on consideration of the compensation of similarly-situated chief financial officers at peer
companies and his performance. The resulting base salary is between the median and 75" percentile
base salary for the Chief Financial Officer position at peer group companies.

e Mark A. Wagner—President, Community Management. Mr. Wagner began fiscal year 2010 as an
Executive Vice President with an annual base salary of $640,500, which was established in January
2009 during Mr. Wagner’s annual salary review. Mr. Wagner received an increase to $655,000 in
January 2010 based on his performance in leading the transformation of the Community Management
division. The resulting base salary is slightly above the median base salary for that position at peer
group companies. In addition, Mr. Wagner was appointed President, Community Management
division and received a salary increase, effective October 1, 2010, to $680,000 in connection with the
promotion. Mr. Wagner receives the benefits described below at the Executive Vice President level.
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Timothy J. Theriault—Senior Vice President and Chief Information Officer. Mr. Theriault joined the
Company in October 2009 at an annual base salary of $625,000, which salary was in effect throughout
fiscal 2010. This base salary is between the market median and 75" percentile base salary for chief
information officers at peer group companies and was set during employment negotiations.

Kathleen Wilson-Thompson—Senior Vice President and Chief Human Resources Officer.
Ms. Wilson-Thompson joined the Company in January 2010 at an annual base salary of $525,000.
This base salary is between the market median and 75" percentile base salary for chief human
resources officers at peer group companies and was set during employment negotiations.

Stanley B. Blaylock—Former Senior Vice President. Mr. Blaylock began fiscal year 2010 with an annual
base salary of $588,500, which was established in January 2009 during Mr. Blaylock’s annual salary
review. Mr. Blaylock received an increase to $600,000 in January 2010 following the annual salary review
based on market comparisons. The resulting base salary was slightly above the median base salary for that
position at peer group companies. Mr. Blaylock resigned from the Company effective April 2, 2010.

George J. Riedl—Former Senior Vice President. Mr. Riedl began fiscal year 2010 with an annual base
salary of $550,000, which was established as part of a realignment of his duties effective April 1,2009.
Mr. Riedl resigned from the Company effective December 31, 2009.

Annual Incentives

The Walgreen Management Incentive Plan (the “MIP”) promotes the Company’s pay-for-performance
philosophy by providing all executives and other management-level corporate employees with direct financial
incentives in the form of annual cash awards for achieving Company performance goals. Below is a description
of the MIP as applied to senior executives for fiscal year 2010.

Performance Measure. The Company performance measure under the MIP for fiscal year 2010 was
contingent upon attainment of a target level of a mix of earnings before interest and taxes (EBIT)
measure based on a first in, first out (“FIFO”) accounting method for valuing inventory, weighted at
70%, and Free Cash Flow, weighted at 30%. Free Cash Flow refers to our cash flow from operations
less our capital expenditures. If the Company achieves its targeted performance on both financial
measures, then the MIP will pay 100% of the bonus target. If the Company does not achieve its
targeted performance levels, then the bonus will pay out less than the target, and could be paid out
at zero. If the Company exceeds its targeted performance levels, then the bonus paid will be greater
than the target. The Committee’s goal is to select target FIFO EBIT and Free Cash Flow at a level that
is challenging yet achievable. The following table illustrates the ranges of potential payouts based on
threshold, target and maximum performance levels:

Performance Company Performance Bonus Payout
Measure (as a % of Target) (as a % of Target)
<91% 0%
91% 50% (threshold)
FIFO EBIT 100% 100% (target)
112% 200%  (maximum)
>112% 200%
<70% 0%
70% 50% (threshold)
Free Cash Flow 100% 100% (target)
130% 200%  (maximum)
>130% 200%
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* Bonus Opportunity. In order to align senior executive incentive opportunities with those in place at
peer group companies, target bonus percentages for senior executives are based on position level.

Senior Executive Level Fiscal Year 2010 Bonus Target
Chief Executive Officer 125% of base salary
Chief Operating Officer 90% of base salary
Executive Vice President 75% of base salary
Senior Vice President 60% of base salary
Vice President 50% of base salary

e Individual Performance. While the Committee continues to emphasize team performance by
establishing a bonus pool driven by the Company’s financial performance relative to the established
goals, to improve the Company’s ability to link pay and performance, the Committee authorized
the Chief Executive Officer to adjust bonus payments up or down by a maximum of 20% based on
individual performance, subject to the Committee’s final approval. The Committee has the authority
to make a similar adjustment for the Chief Executive Officer.

Under the MIP, extraordinary accounting items may be excluded from the final FIFO EBIT and Free
Cash Flow calculation after review and recommendation by the Finance Committee of the Board and approval
by the Committee.

For fiscal year 2010, the FIFO EBIT target was set by the Committee in October 2009 at $3.738 billion,
with the threshold payout of 50% at $3.419 billion and a maximum 200% of target payout at $4.187 billion. The
Free Cash Flow target was set by the Committee in October 2009 at $1.622 billion, with the threshold payout
of 50% at $1.135 billion and the maximum payout of 200% at $2.109 billion. For this purpose, FIFO EBIT
for fiscal 2010 was $3.683 billion and Free Cash Flow was $2.701 billion, both of which reflect adjustments
(where applicable) to exclude the effects of the Duane Reade acquisition. This was treated as an extraordinary
accounting item for purposes of the 2010 MIP based on the recommendation of the Finance Committee and
approval of the Committee. These FIFO EBIT and Free Cash Flow figures equated to a bonus percentage for
senior executives of 124% of each senior executive’s target bonus.

At the end of fiscal 2010, Mr. Wasson conducted an evaluation of the contribution of each member of his
senior executive team in the areas of strategy, leadership and operating performance. Based on his subjective
judgment of each executive’s contribution, Mr. Wasson made recommendations to the Committee in regard to
whether to make individual adjustments to the formula-driven MIP bonus amounts, which recommendations
were considered and approved by the Committee. No pre-established weightings or specific metrics for the
purpose of the individual adjustments were established within the broad categories, as the dynamic nature and
demands of the business for those in top leadership positions fluctuate both across the group and within each
area of responsibility over the course of the performance year. Decisions regarding individual adjustments
were determined within Mr. Wasson’s and the Committee’s discretion after considering each executive’s
contribution, as well as the goal that the sum total of the adjustments for all senior executives (excluding any
Chief Executive Officer adjustments) would be effectively cost neutral. With regard to fiscal 2010, no individual
adjustments were proposed for named executive officers except, in the case of Mr. Wagner, Mr. Wasson and
the Committee considered his operating performance and his leadership role in the transformation of the
Community Management division in approving a positive adjustment to his bonus of approximately 5%.

The full Board of Directors reviewed the performance of Mr. Wasson using the same review process
as noted above, applying those considerations appropriate for the Chief Executive Officer role. As a result of
that review, the Committee determined to award Mr. Wasson his target MIP payout, as adjusted to reflect the
Company’s performance in fiscal year 2010.

Based on the above-described Company performance and individual performance adjustments, fiscal
year 2010 bonuses under the MIP for the named executive officers were as follows:
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Company
Performance Fiscal 2010 Bonus
Adjustment  as % of Fiscal

Name Fiscal 2010 Salary Target Bonus %  Factor®” 2010 Salary Fiscal 2010 Bonus
Gregory D. Wasson. . ......... $1,066,667 125% 124% 155.00% $1,653,334
Wade D. Miquelon ........... $ 709,333 75% 124% 93.00% $ 659,680
Mark A. Wagner .. ........... $ 650,167 75% 124% 97.65%®@ $ 634,888
Timothy J. Theriault®. ... ..... $ 572,916 60% 124% 74.40% $ 426,250
Kathleen Wilson-Thompson® ... $ 347,989 60% 124% 74.40% $ 258,904

o As described above, based on the Company’s FIFO EBIT and Free Cash Flow performance relative to target during fiscal year
2010, the bonus percentage for senior executives prior to adjustment for individual performance was 124% of the executive’s
target bonus.

@ As described above, a positive adjustment of approximately 5% was made to Mr. Wagner’s bonus based on individual performance.
® The bonuses for Mr. Theriault and Ms. Wilson-Thompson were pro-rated to reflect the portion of the year these individuals
served at the Senior Vice President level.

A similar process was undertaken in October 2010 to set the MIP threshold/target/maximum performance
levels and the corresponding bonus percentages for fiscal year 2011. The Committee’s goal was to establish
performance goals for fiscal year 2011 that provide the same degree of challenge to achieve as those established
for fiscal year 2010.

Long-Term Incentives

A significant percentage of total compensation is allocated to long-term incentives as a result of the
compensation philosophy described above. Each year the Committee reviews information provided by its
compensation consultant and management to determine the appropriate level and mix of long-term incentive
(“LTI”) compensation. Historically and in fiscal year 2010, the Committee granted a majority of total
compensation to senior executives in the form of long-term incentives under the programs described below.

The Committee makes annual decisions regarding appropriate long-term incentive grants, and these
grant levels are set based on position level (that is, Chief Executive Officer, Chief Operating Officer, Executive
Vice President, Senior Vice President, Vice President, and so forth). When determining the grant levels to
apply to each position, the Committee considers executives’ levels of responsibility, historical award data, and
practices at peer group companies. During fiscal year 2010, the Company’s Human Resources management
worked with Hewitt Associates to review senior executive short-term and long-term incentive programs. A
primary purpose of that review was to ensure that long-term incentive programs are properly promoting and
rewarding the achievement of long-term performance objectives. The Committee reviewed and considered
various alternative performance measures, and it also considered the appropriate types, mix and level of long-
term incentives, as well as the appropriate length of the performance periods. As a result of that review, the
Committee reached the following decisions, which were implemented for fiscal year 2010:

* Continue the use of stock options, Restricted Stock Units (“RSUs”) and the Performance
Share Program.

« Continue to target the allocation of annual grants under these three programs to be approximately
40% stock options, 35% performance shares, and 25% RSUs.
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Based on this review, the fiscal year 2010 grant levels approved and implemented by the Committee,
expressed as percentages of base salary, are as follows:

Performance
Executive Level Option Grant % RSU Grant % Share Grant %
Chief Executive Officer ...................... 535% 130% 180%
Chief Operating Officer. ... ........ ... ... .... 370% 90% 125%
Executive Vice President .. ................... 290% 70% 100%
Senior Vice President . .. ..................... 220% 55% 75%
Vice President. . ............................ 210% 50% 70%

As a result of this review and in order to bring Mr. Wasson to a level of long-term incentive awards that
aligns more closely with LTI opportunities at peer group companies, the Committee approved an increase
in the grant percentages for fiscal year 2011 as follows: Option Grant of 715% of salary, RSU Grant of 175%
of salary, and Performance Share Grant of 240% of salary. Although Mr. Wasson’s LTI grants remain below
market levels for chief executive officers at peer group companies, the Committee’s current expectation is to
increase his LTI grant levels to market competitive levels over the next two years as he gains time in position
and continues his strong performance in that role.

Mr. Theriault and Ms. Wilson-Thompson received pro-rated stock options and RSUs on their date of hire.
Each of these three long-term incentive components is described in more detail below.

Performance Share Program. Beginning in fiscal year 2009, the Performance Share Program was
implemented as part of the Long-Term Performance Incentive Plan to replace the former Restricted Performance
Share Plan. Under the Performance Share Program, executives receive annual grants of performance shares,
which are measured and realized over a performance period covering three fiscal years. Each “performance
share” represents the right to receive, if and to the extent designated performance goals within the three fiscal
year performance period are satisfied, a share of common stock following completion of the performance
period. Performance periods overlap, with a new three-year performance cycle beginning each fiscal year. At
the end of each performance period, performance shares are distributed in shares of Walgreen Co. common
stock based upon the level of achievement of the financial performance target set for that cycle. If we fail
to meet threshold performance after three years, no performance shares will be earned and no payout of
performance shares will be made with respect to that period.

Performance share grants for fiscal year 2010 for the named executive officers were based on the senior
executive target grant levels listed above. These grants are shown in the Grants of Plan-Based Awards table
below, and the outstanding performance shares from these grants are included in the Outstanding Equity
Awards at 2010 Fiscal Year End table below. The number of performance shares was computed by dividing the
applicable percentage of base salary by the 30-day average stock price of Walgreen Co. common stock through
the September 1, 2009 grant date.

For the fiscal 2009-2011 performance period, the level of achievement of the previously-granted
performance shares is tied to the level of achievement by the Company of combined earnings goals for the
three fiscal year period ending August 31, 2011. Earnings for this purpose means pre-tax earnings measured
based on the first in, first out (FIFO) accounting method for valuing inventory. For the fiscal 2010-2012
performance period, the performance measure under the program is return on invested capital (“ROIC”),
also measured utilizing the FIFO methodology. Expressed as a percentage, ROIC is calculated by dividing
(A) operating income, increased by the implied interest expense of lease payments and reduced by taxes at
the applicable rate, by (B) the sum of shareholders’ equity, debt, last in first out (LIFO) reserve, deferred
income taxes, and implied principal amount of leases. The Committee changed the methodology applicable
under the Performance Share Program for the fiscal 2010-2012 performance period to better align short-term
and long-term incentive program performance measures with market practices and current Company and
shareholder objectives. The Committee believes ROIC is more typically used for incentive programs under
which performance is measured over multi-year periods, such as the Performance Share Program.
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The Company does not publicly disclose its expectations of how the Company will perform on a prospective
basis in future periods or specific long-term incentive plan targets applicable under its compensation programs,
due to potential competitive harm. The Company believes revealing specific objectives prospectively would
provide competitors and other third parties with insights into its confidential planning process and strategies,
thereby causing competitive harm. The target performance goals for FIFO pre-tax earnings and FIFO ROIC,
as applicable, for each three-year performance cycle correlate to the Company’s long range plan for that cycle.
The performance goals are designed to be appropriately challenging, and there is a risk that payments will not
be made at all or will be made at less than 100% of the target amount. The degree of difficulty, therefore, in
achieving the target internal measures is designed to be reasonably aggressive.

The chart below identifies the financial performance targets applicable to each performance period and
presents the relevant threshold/target/maximum awards on a comparative basis:

Performance % of Performance
Performance Period Measure Performance Target Shares Earned®
Fiscal 2009-2011 FIFO Pre-Tax  Below Threshold: Less than 90.29% of 0% of target grant
Earnings performance target
Threshold: 90.29% of 50% of target grant
performance target
Target: 100% of performance  100% of target grant
target
Maximum: 103.88% or more of 120% of target grant
performance target
Fiscal 2010-2012 FIFO Return on Below Threshold: Less than 89.45% of 0% of target grant
Invested Capital performance target
Threshold: 89.45% of performance 50% of target grant
target
Target: 100% of performance  100% of target grant
target
Maximum: 110.19% or more of 150% of target grant

performance target

® Performance between minimum and target, and between target and maximum, will earn performance shares on a pro-rated
basis between 50% and 100% and between 100% and 120% or 150%, respectively.
At the conclusion of each plan performance cycle, the Company will provide the three-year performance
targets and results.

While the Company has not yet completed a performance cycle under the Performance Share Program,
the historical payouts achieved under the predecessor Restricted Performance Share Plan illustrate the
Compensation Committee’s approach to setting challenging performance program targets. Under this
predecessor program, through the end of fiscal year 2008, the Company had met or exceeded its FIFO pre-tax
earnings objectives in one of the five most-recent performance periods. The average payout as a percentage of
target over those five performance periods was 87.1%.

Executive Stock Options. Stock options are granted annually under the Executive Stock Option
Plan to the Company’s executives at the discretion of the Committee in order to enhance the link between
shareholder value creation and executive pay. Grant levels are coordinated with those under other long-term
incentive programs, and take into account the other elements of executive compensation, in order to maintain
competitive levels of total long-term incentive compensation. Just as with other long-term incentive program
grants, stock option grant levels are set for each senior executive position level, as detailed above.
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Annual stock option grants are made as of the first day of the fiscal year (September 1, 2009 for the 2010
fiscal year) and are approved in advance by the Committee at its quarterly meeting in July. At that meeting, the
Committee approves the stock option award levels and relevant stock option terms and conditions applicable to
executives and other eligible employees for the grant to be made as of the first day of the upcoming fiscal year.
The Committee’s approval also addresses pro-rated grants to be made to individuals hired into eligible positions
during the upcoming fiscal year and pro-rated grants to be made to individuals who are promoted into and among
eligible positions during the upcoming fiscal year. In all of these cases, the Committee approves the terms of
the stock options and delegates to Human Resources management the authority to carry out these stock option
grants in accordance with the overall terms approved by the Committee. Pursuant to this delegation, the grant
date for pro-rated grants to eligible new hires is the date of hire, and the grant date for pro-rated grants to eligible
promoted employees is the later of the effective date of promotion or the date of approval of the promotion.

Stock options are granted at an option exercise price not less than the fair market value of the Company’s
common stock on the date of the grant. Accordingly, stock options have value only if the stock price appreciates
following the date the options are granted. For purposes of determining fair market value, the option exercise
price for stock options granted in fiscal year 2010 was the closing price of Walgreen Co. common stock on the
NYSE on the grant date, September 1, 2009.

Executive stock options become exercisable after a 36-month vesting period and expire ten years from
the date of grant with different rules for various types of termination of employment that might occur during
the vesting period or thereafter. The stock option grants to each of the named executive officers for fiscal year
2010 are shown in the Grants of Plan-Based Awards table below. The number of stock options granted to each
executive was computed by dividing the applicable percentage of base salary by the average per-share closing
price of Walgreen Co. common stock on the NYSE over the last 30 trading days of the fourth quarter of fiscal
year 2009.

Restricted Stock Units. Restricted stock units (RSUs) were added to the mix of Company long-term
incentives starting in fiscal year 2009. RSUs are designed to complement stock options, and therefore the
timing and structure of RSU grants are consistent with option grants in various ways. RSUs are granted
annually under the Company’s Long-Term Performance Incentive Plan to the Company’s executives at the
discretion of the Committee in order to enhance the link between shareholder value creation and executive pay
and to reinforce the Company’s executive retention goals. Grant levels are coordinated with those under other
long-term incentive programs, and take into account the other elements of executive compensation, in order to
maintain competitive levels of total long-term incentive compensation. Just as with other long-term incentive
program grants, RSU grant levels are set for each senior executive position level, as detailed above.

Annual RSU grants are made as of the first day of the fiscal year (September 1, 2009 for the 2010 fiscal
year) and are approved in advance by the Committee at its quarterly meeting in July. At that meeting, the
Committee approves the RSU award levels and relevant RSU terms and conditions applicable to executives
and other eligible employees for the grant to be made as of the first day of the upcoming fiscal year. The
Committee’s approval also addresses pro-rated grants to be made to individuals hired into eligible positions
during the upcoming fiscal year and pro-rated grants to be made to individuals who are promoted into and
among eligible positions during the upcoming fiscal year. In all of these cases, the Committee approves the
terms of the RSUs and delegates to Human Resources management the authority to carry out these RSU grants
in accordance with the overall terms approved by the Committee. Pursuant to this delegation, the grant date
for pro-rated grants to eligible new hires is the date of hire, and the grant date for pro-rated grants to eligible
promoted employees is the later of the effective date of promotion or the date of approval of the promotion.

RSUs become vested on the 36-month anniversary of the date of grant, assuming continued employment
through that date, with different rules for various types of termination of employment that might occur during
the vesting period. The RSU grants to each of the named executive officers for fiscal year 2010 are shown
in the Grants of Plan-Based Awards table below, and the outstanding RSUs from these grants are included
in the Outstanding Equity Awards at 2010 Fiscal Year End table below. The number of RSUs was computed
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by dividing the applicable percentage of base salary by the average per-share closing price of Walgreen Co.
common stock on the NYSE over the last 30 trading days of the fourth quarter of fiscal year 2009. Dividend
equivalents with respect to RSUs are credited as additional RSUs, subject to the same vesting conditions as
the underlying RSUs.

Perquisites

Consistent with the philosophy and culture of the Company, perquisites and personal benefits provided
to the Chief Executive Officer and other senior executives are limited. They include an annual physical
examination, limited reimbursement of health club dues, and preferred flight status within the United Airlines
Mileage Plus Program. In addition and consistent with our objective to attract and retain a high-performing
executive management team, we actively recruit outstanding candidates from all over the country to fill
executive level openings and will reimburse the newly hired executive for relocation costs and pay the executive
an amount equal to the tax resulting from the reimbursement. Ms. Wilson-Thompson was reimbursed in
fiscal 2010 for costs associated with her relocation which have been reported in the “All Other Compensation”
column of the “Summary Compensation Table” set forth below.

Retirement Plans and Programs

The Company offers retirement benefits to its employees through a tax-qualified 401(k) Profit Sharing
Retirement Plan. The Company also has a non-qualified supplemental Profit Sharing Restoration Plan for
executives and other deferred compensation opportunities, as described below. The retirement benefits for
the Company’s executive officers under the tax-qualified Profit Sharing Retirement Plan are the same as
those available for other eligible employees. The Profit Sharing Retirement Plan is a defined contribution plan
designed to accumulate retirement funds for participating Company employees, including executive officers,
via individual and Company contributions.

The Profit Sharing Restoration Plan is a supplemental retirement savings plan for executives. This Plan
replaces the benefits for executives that the Company is unable to provide under the tax-qualified Profit
Sharing Retirement Plan as a result of various tax law limitations that restrict contributions made for highly-
compensated participants under that Plan. The amounts restricted from being deposited in a participant’s
Profit Sharing Retirement Plan account due to these tax law limits are paid by the Company to the participant.
These payments, net of tax withholdings, are eligible for contribution to the trust maintained under the Profit
Sharing Restoration Plan for each participant, and then all participants’ trust accounts are collectively invested
in a master trust. The Company makes payments to replace any shortfall in earnings credited to a participant’s
trust account, as compared to the phantom after-tax equivalent earnings that the participant would have
achieved if this money had been invested in his or her Profit Sharing Retirement Plan account. Prior to 2010,
the Company paid to the executives a tax gross-up for two elements of the Profit Sharing Restoration Plan
— one to make the contribution to the Plan equivalent to a pre-tax deferral and the other to make up for any
tax due related to the earnings differential between the assets invested in the trust and the return on the
investments in the tax-qualified 401(k) Profit Sharing Retirement Plan. Both of these tax gross-ups were
eliminated in January 2010. In addition, the Profit Sharing Restoration Plan was frozen to new participants
effective October 1, 2010 and new restrictions on contributions will be effective as of January 1, 2011. The
Company also eliminated effective January 2010 a retirement benefit for senior executives at the Senior Vice
President level and above who meet certain retirement eligibility that provided a six-month extension of full
pay and benefits following the last day worked.

The Company has also provided deferred compensation opportunities through separate non-qualified
Deferred Compensation/Capital Accumulation Plans that have been offered to executives and other
management-level employees from time to time. The most recent plans were offered in 2001 and 2006. Each
plan has applied to a specific calendar year and afforded participating employees the opportunity to defer up to
amaximum percentage of base salary, typically 10%, for that year. The deferred amount grows at a set crediting
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rate. An interim payment, if applicable, is made a set number of years after the deferral, and the remainder
of the benefit is paid over a number of years commencing at age 65 or 70, with alternative payment rules in
the event of termination of employment prior to retirement eligibility, or in the event of death or disability.
Participants above a threshold age at the time of initial deferral can choose at that time to commence Plan
benefits at age 65 or 70. No other distribution elections or election changes are permitted under these Plans.
The latest of these Plans offered in calendar year 2006 allowed participants to defer up to 10% of base salary
for that year and provides for an interest crediting rate of 10.5%. This crediting rate is designed to encourage
participation and thereby serve as a retention vehicle, as participants only realize the full benefit of this rate
of return if they reach retirement eligibility (age 55 and 10 years of service). The Committee has approved a
new Deferred Compensation/Capital Accumulation Plan to be offered for 2011. The 2011 plan will be similar
to those offered in prior years, except that the return will not be fixed and will instead be that realized by
funds offered in the Walgreen Co. Profit-Sharing Retirement Plan selected by each participant. In addition, the
distribution options will differ under this new plan to provide executives the opportunity to elect the time and
form of payment at the time of enrollment in the plan. Earnings and accumulated balances for all applicable
Deferred Compensation/Capital Accumulation Plans are shown in the Nonqualified Deferred Compensation
table below.

The Company’s senior executives at the Senior Vice President level and above receive additional benefits
following their retirement from the Company. These executives are able to continue receiving an annual
Company-paid physical exam during retirement, to age 70, and are entitled to the continuation of preferred
flight status within the United Airlines Mileage Plus Program. The above benefits are not contractual and
are based on current Company policy, which is subject to change or termination at the discretion of the
Committee. Where applicable, these retirement benefits are shown in the tables under “Potential Payments
Upon Termination or Change in Control” below.

Relationship Between Compensation Plans and Risk

The Compensation Committee initiated an enterprise-wide review of our compensation program to assess
whether any of our compensation plans, either individually or in the aggregate, would encourage executives
or employees to undertake unnecessary or inappropriate risks that were reasonably likely to have a material
adverse impact on the Company. The Committee reviewed an internal assessment of our variable pay plans
prepared by management and considered several factors including the type of plan, the number of participants
in each plan, the participants’ level within the organization, the target and maximum payment potential and
the performance criteria under each plan, and risk mitigating controls in place for each plan.

Included in the assessment, the Committee and management evaluated those plans that were identified
as having the potential to deliver a material amount of compensation, which for fiscal 2010 were the annual
and long-term incentive plans that are described earlier in the Compensation Discussion and Analysis. The
Committee concluded that it is not reasonably likely that risks arising from our compensation policies and
practices would have a material adverse effect on the Company due to a variety of factors. In reaching this
conclusion, the Committee considered the following factors:

e our compensation program is designed to provide a mix of both fixed and variable incentive
compensation;

e our compensation program is balanced between a variety of different measures and both short-
term and long-term incentives designed to reward execution of our short-term and long-term
corporate strategies;

« we allocate compensation among base salary, annual cash incentives, stock options, restricted stock
units and performance shares, including both service-based and performance-based criteria;

« the annual incentive component of our executive compensation program involves cash-based plan
awards that are payable if, and only to the extent that, pre-established corporate financial and
individual performance objectives are achieved,;
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* incentive compensation includes components that are paid based on results averaged out over several
years and vest over an extended period;

» executives are required to own a specified level of shares in order to comply with the share ownership
guidelines, encouraging long-term focus on enhancing shareholder value; and

* we have adopted a “clawback policy” applicable to all officers that is designed to allow the Company
to recoup incentive compensation paid when there is a restatement or misconduct, including fraud.

Compensation Recovery Policy

The Board of Directors has adopted a recoupment or “clawback” policy for cash and equity incentive
awards paid to executive officers. The policy provides that in the event that there was a restatement of incorrect
financial results, the Committee will seek reimbursement of the incremental portion of awards paid to executive
officers in excess of the awards that would have been paid based on the restated financial results. All forms of
incentive compensation are subject to this policy. The Committee may look back over the three year period prior
to the restatement for the recoupment and may look to current and former executives. In addition, the policy
provides the Committee the discretion to recoup amounts of excess incentive compensation paid to any officer
in conjunction with any materially incorrect results (even if not resulting in a restatement), or misconduct on
the part of the officer, including fraud or other conduct that would lead to a “for cause” termination.

Employment Agreements

The Company has employment agreements (the “Agreements”) with the named executive officers and
most other executives of the Company. These Agreements are the same for all applicable executives. Each
Agreement becomes effective only upon a change of control of the Company. Each Agreement becomes
operative for a three-year “Employment Period” following a change in control. In the event that the executive
is dismissed without cause or resigns for good reason during the Employment Period, he or she is entitled
to all accrued but unpaid compensation and benefits and a lump-sum cash payment, which is designed to
replicate the cash compensation (base salary and bonus) plus certain benefits that the executive would have
received during the remainder of the three-year Employment Period. These payments and benefits would be
reduced to the extent necessary to avoid the application of any “golden parachute” (Internal Revenue Code
Section 280G) excise tax. See “Potential Payments Upon Termination or Change in Control” below for a
more detailed description of the Agreements, including the definitions of change in control, cause and good
reason, and the compensation and benefits that could be paid under each Agreement to the applicable named
executive officer.

The purpose of the Agreements is to provide reasonable personal protection to each covered executive in
the context of an actual or potential change in control of the Company, and thereby eliminate or significantly
reduce any distraction that might otherwise be caused by uncertainty over the executive’s personal employment
and financial circumstances. The Committee believes that the structure of the Agreements as three-year
employment agreements provides the appropriate level of protection to the executive for that critical period
following a change in control, at a reasonable cost to the Company, especially given that each executive is
likely to continue to work for all or at least some portion of the Employment Period. In addition, the definition
of good reason includes the ability of the executive to terminate his or her employment for any reason within
the 30-day window following the first anniversary of the change in control, and this serves as a significant
incentive for the executive to remain with the Company for what is typically a critical one-year transition
period immediately following a change in control.
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The Company entered into Separation and Release Agreements with each of Messrs. Blaylock and Ried].
With respect to Mr. Blaylock, this Agreement supersedes his Severance Agreement, which a subsidiary of the
Company had assumed upon the acquisition of Medmark Inc. in August 2006. Mr. Blaylock’s and Mr. Riedl’s
Separation and Release Agreements provide for certain payments, as described in “Potential Payments Upon
Termination or Change in Control” below. In return for these payments, Messrs. Blaylock and Riedl agreed
to be bound by Non-Competition, Non-Solicitation and Confidentiality Agreements for periods of eighteen
months and two years, respectively.

Share Ownership Guidelines for Senior Executives

The Board of Directors adopted executive share ownership guidelines in 2008. Under the guidelines,
each executive is expected to accumulate the lesser of the fixed and variable number of shares within the later
of five years from commencement of senior executive status and November 1, 2013 as follows:

Executive Level Fixed Number of Shares Variable Number of Shares
Chief Executive Officer 230,000 5x Salary
Chief Operating Officer 130,000 4x Salary
Executive Vice President 60,000 3x Salary
Senior Vice President 30,000 2x Salary
Vice President 22,500 2x Salary

The following are included in determining the executive’s share ownership for purposes of these
guidelines: shares held by minor dependents and spouses; unvested restricted stock and restricted stock units,
discounted by an assumed tax rate of 35% and only up to 50% of the applicable target; and earned shares
under the Performance Share Program. The Committee reviewed executive progress towards meeting these
goals in October 2010. Using reasonable assumptions regarding executive salary and stock appreciation, the
Committee concluded that executives are progressing towards their goals in a manner that will allow them to
meet either the fixed or variable share objectives within the prescribed time frames.

Insider Trading Restrictions and Policy Against Hedging

Our insider trading policy prohibits directors, employees and certain of their family members from
purchasing or selling any type of security, whether issued by us or another company, while such person is
aware of material non-public information relating to the issuer of the security or from providing such material
non-public information to any person who may trade while aware of such information. Trades by directors and
executive officers are prohibited during certain prescribed blackout periods and are required to be pre-cleared
by appropriate Walgreens personnel. This policy also prohibits directors and executive officers from engaging
in “short sales” with respect to our securities, entering into “derivative” transactions, including exchange-
traded put or call options, with respect to our securities, or engaging in hedging or monetization transactions,
such as collars or forward sale contracts, with respect to our securities.

Tax-Deductibility of Executive Officer Compensation - Section 162(m) Deferred Compensation Plan

Section 162(m) of the Internal Revenue Code generally disallows a tax deduction to public companies
for compensation over $1 million paid to each of a company’s chief executive officer and certain other highly
compensated executive officers. Qualifying performance-based compensation will not be subject to the
deduction limit if certain requirements are met. It is the Committee’s objective to maximize deductibility
under Section 162(m) to the extent consistent with the Committee’s assessment of the interests of the Company
and its shareholders.

In accordance with that objective, certain long-term incentives (stock options, remaining Restricted
Performance Share Program awards and Performance Share Program awards) are designed as qualifying
performance-based compensation, while short-term incentives under the Management Incentive Plan and
restricted stock units are not. In addition, with respect to any compensation payable to an applicable executive
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officer that would otherwise be nondeductible, it is the Company’s policy that such amounts be subject to
potential deferral pursuant to the Walgreen Co. Section 162(m) Deferred Compensation Plan. Under this
Section 162(m) Deferred Compensation Plan, for each fiscal year compensation that would otherwise exceed
the Section 162(m) deductibility limit is deferred to the extent determined by the Committee in accordance
with this Plan. In fiscal year 2010, all amounts in excess of the deductible limit were deferred. In making
determinations about deferral levels, the Committee weighs the benefit to be obtained against the impact of
deferral as well as competitive and other factors, and may determine to authorize compensation that is not
fully deductible if it determines that such payments are in the interests of the Company and its shareholders.
Deferred cash amounts are credited with interest based on the prime lending rate plus any excess of the prime
lending rate over the federal funds rate. These amounts are then paid after the participant’s termination of
employment, based on the participant’s advance elections as to form and timing of payment. Mr. Wasson and
Mr. Wagner are participants in this Plan. Activity under this Plan during fiscal year 2010 for Messrs. Wasson
and Wagner is included in the Nonqualified Deferred Compensation for the 2010 Fiscal Year table below.

Compensation Committee Report on Executive Compensation

The Compensation Committee of the Board of Directors includes four directors who are independent, as
defined under SEC rules and the listing standards of the New York Stock Exchange, The NASDAQ Global Select
Market and the Chicago Stock Exchange, as well as the Company’s independence standards. Additionally, each
member of the Compensation Committee is an “outside director” within the meaning of Section 162(m) of the
Internal Revenue Code. The Compensation Committee reviews the Company’s Compensation Discussion and
Analysis on behalf of the Board of Directors.

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis
with management, and based on this review and discussion, the Compensation Committee recommended
to the Board of Directors that the Compensation Discussion and Analysis above be included in this Proxy
Statement and in the Company’s Annual Report on Form 10-K for the fiscal year ended August 31, 2010.

Compensation Committee

James A. Skinner, Chairman
William C. Foote

Ginger L. Graham

Nancy M. Schlichting
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Executive Compensation Tables and Supporting Information
Summary Compensation Table
The following table summarizes the compensation for the 2010, 2009 and 2008 fiscal years of each of
the Company’s fiscal 2010 “named executive officers,” who consist of:
* President and Chief Executive Officer, Gregory D. Wasson;
» Executive Vice President and Chief Financial Officer, Wade D. Miquelon;

» the next three most highly compensated executive officers who were serving at the end of the 2010
fiscal year (based on the amount shown in the “Total Compensation” column reduced by the amount
shown in the “Change in Pension Value and Non-qualified Deferred Compensation Earnings”
column); and

* two former executive officers for whom disclosure would have been provided pursuant to the point
immediately above but for the fact that each person was not serving as an executive officer at the end
of the 2010 fiscal year.

Change in
Pension Value
and Non-
qualified
Non-Equity Deferred
Stock Option Incentive Plan Compensation All Other Total
Salary Bonus Awards  Awards Compensation  Earnings Compensation Compensation
Name and Principal Position Year $)® %)@ %@ %)@ $)® $)© O 3)
Gregory D. Wasson. ........... 2010 1,066,667 — 3,382,146 1,719,884 1,653,334 14,235 194,577 8,030,843
President and Chief 2009 910,833 — 2,626,134 1,675,225 800,000 12,357 143,412 6,167,961
Executive Officer 2008 750,000 — 230,238 1,343,449 649,538 10,986 150,971 3,135,182
Wade D. Miquelon. . ........... 2010 709,333 — 1,298,286 652,592 659,680 17,156 130,332 3,467,379
Executive Vice President and 2009 656,250 — 820,527 455,425 310,767 15,526 47,287 2,305,782
Chief Financial Officer 2008 131,448 150,000 1,116,316 515,318 98,420 1,650 10,791 2,023,943
Mark A. Wagner .............. 2010 650,167 — 1,187,928 597,116 634,888 4,612 97,354 3,172,065
President, Community 2009 630,333 — 1,036,980 572,013 326,176 4,118 97,683 2,667,303
Management 2008 590,000 — 150,747 844,448 466,306 3,896 129,011 2,184,408
Timothy J. Theriault . . ......... 2010 572,916 300,000 2,057,333 454,478 426,250 — 29,455 3,840,432
Senior Vice President
Kathleen Wilson-Thompson . . . .. 2010 347,989 450,000 1,843,142 663,085 258,904 — 78,533 3,641,653
Senior Vice President
Stanley B. Blaylock . . .......... 2010 482,530 — 1,310,588 416,205 33,787 — 1,335,160 3,578,270
Former Senior Vice President 2009 575,667 — 714,975 391,261 238,310 — 93,805 2,014,018
2008 459,604 — 181,083 297,820 252,042 — 64,636 1,255,185
George J. Riedl ............... 2010 393,179 — 1,486,879 2,549,507 249,113 5,452 1,152,523 5,836,653
Former Senior Vice President 2009 587,500 — 823,464 572,013 209,483 4,877 122,728 2,320,065
2008 590,000 — 150,747 844,448 466,306 4,551 146,402 2,202,454

o Includes base salary earned in the fiscal year, whether or not deferred. See “Compensation Discussion and Analysis” above for
more information on base salary analysis and determinations. Base salary for Mr. Theriault and Ms. Wilson-Thompson is for
the portion of the fiscal year during which each was employed.

@ Represents deferred sign-on bonus provided to Mr. Miquelon and sign-on bonuses provided to Mr. Theriault and Ms. Wilson-
Thompson as part of their respective new-hire packages. Mr. Theriault and Ms. Wilson-Thompson received $50,000 and
$100,000, respectively, as a deferred sign-on bonus with the remaining amount paid in cash upon being hired.
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3)

@)

)

©)

(@]

Represents the aggregate grant date fair value of awards in the years indicated determined in accordance with FASB ASC
Topic 718 including with respect to contingent performance shares granted under the Performance Share Program and
restricted stock unit (RSU) grants. These are not amounts paid to or realized by the executive. Descriptions of these programs
are provided under “Compensation Discussion and Analysis” above. Increases in this column from 2008 to 2009 were due
primarily to the changes in the mix of long-term incentives beginning in 2009. As a result of these changes, a larger portion of
the total long-term incentives is reflected in this column in 2009 and 2010, with corresponding adjustments to the stock option
and non-equity incentive plan compensation columns. All fiscal year 2010 grants are reflected in the Grants of Plan-Based
Awards table below. The cumulative number of restricted shares, RSUs and performance shares held by each named executive
officer, and their aggregate market value at August 31, 2010, are shown in the Outstanding Equity Awards at 2010 Fiscal Year
End table below. Dividends on restricted shares are reinvested in restricted shares in the same amount and at the same time
as dividends are paid to other holders of common stock. Dividend equivalents with respect to RSUs are credited as additional
RSUs, subject to the same vesting restrictions as the underlying RSUs. The values of the dividends and dividend equivalents
are reported in the All Other Compensation column and not in the Stock Awards column.

Represents the grant date fair value of awards in the years indicated determined in accordance with FASB ASC Topic 718
with regard to stock options granted in the fiscal year indicated. These are not amounts paid to or realized by the officer.
A description of this program is provided under “Compensation Discussion and Analysis” above. Detailed Black-Scholes
assumptions under FASB ASC Topic 718 are set forth on page 37 of the Company’s 2010 Annual Report. Stock options granted
to the named executive officers in fiscal year 2010 are reflected in the Grants of Plan-Based Awards table below. Stock options
that remain outstanding are reflected in the Outstanding Equity Awards at 2010 Fiscal Year-End table below.

Includes the annual incentive compensation earned for each fiscal year. See “Compensation Discussion and Analysis” above
for details concerning the Management Incentive Plan. In addition, for Messrs. Blaylock and Riedl, the amount for fiscal year
2010 includes cash payments under the former Restricted Performance Share Program.

Reflects above-market interest earned on non-qualified deferred compensation for each fiscal year. See the Nonqualified
Deferred Compensation for the 2010 Fiscal Year table below and “Compensation Discussion and Analysis” above for further
information concerning these deferred compensation benefits.

Detail of the amounts reported in the “All Other Compensation” column for fiscal year 2010 is provided in the table below.

Ms.
Mr. Mr. Mr. Mr. Wilson- Mr. Mr.

Item Wasson  Miquelon Wagner Theriault Thompson Blaylock Riedl

Term Life Insurance. .................... $ 12,006 $ 4,300 $ 4,170 $ 3,464 $ 2,323 § 2,041 $ 1,166
Profit Sharing Retirement Plan ... ......... 12,865 12,865 12,865 — — 12,865 12,865
Profit Sharing Restoration Plan. .. ......... 89,000 25,286 47,064 — — 32,243 41,348
Dividends Paid on Unvested Restricted Stock. . 4,333 354 3,334 — — 610 1,913
Dividend Equivalents on Unvested RSUs. . . . 46,350 15,118 15,543 23,702 18,554 7,793 2,973
Perquisites and Personal Benefits (a). . ... ... 8,271 46,262 4,240 — 40,742 10,337 32,872
Tax Gross-Ups(b) ...................... 14,308 22,076 6,241 — 15,514 3,654 94,970
Severance (€) ...t — — — — — 1,263,173 963,892
Other........ ... 7,444 4,071 3,897 2,289 1,400 2,444 524
Total ... ..o $194,577 $130,332 $97.354 $29,455  $78,533 $1,335,160 $1,152,523

(@)  Includes for each person Company cost relating to annual physical examination and reimbursement of certain health
club fees. Amount for Mr. Blaylock includes temporary housing expense. Individual components exceeding $10,000
are: temporary housing expenses and closing costs of $41,767 and $38,541 for Mr. Miquelon and Ms. Wilson-Thompson,
respectively, and additional interest payments under the deferred compensation plan of $32,872 for Mr. Riedl. The
Company car benefit provided in prior years was discontinued in January 2009.

(b)  Amounts include tax gross-up payments for taxable portion of temporary housing expenses, relocation expenses, and
trust earnings and earnings differential payments under the Profit Sharing Restoration Plan, if any. See “Compensation
Discussion and Analysis” above for more information regarding these Profit Sharing Restoration Plan payments. The
tax gross-up payments for the trust earnings and earnings differential were eliminated in January 2010. The amounts
shown reflect the gross-up for benefits attributable to the 2009 plan year, but paid during 2010. Individual components
exceeding $10,000 are: gross-up payments for the taxable portion of profit sharing trust earnings totaling $14,308,
and $26,082 for Messrs. Wasson and Riedl, respectively, and temporary housing expenses and closing costs totaling
$22,076 and $15,514 for Mr. Miquelon and Ms. Wilson-Thompson, respectively. For Mr. Riedl, this amount includes
$68,888 in tax gross-up payments related to the accelerated deferred compensation payments made in connection with
his separation agreement with the Company.

(©)  Amounts include base severance pay of $900,000, bonus severance pay of $359,002 and medical pay of $4,171 for
Mr. Blaylock. Amounts include base severance pay of $620,000, bonus severance pay of $300,000, outplacement
pay of $40,000 and medical reimbursement of $3,892 for Mr. Riedl. Mr. RiedI’s severance amount is payable in two
installments, the second of which will be made in fiscal 2011 and is subject to a non-compete agreement.
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Grants of Plan-Based Awards

The following table sets forth certain information regarding awards for fiscal year 2010 under the
Company’s Executive Stock Option Plan (ESOP), Performance Share Program (PSP), Restricted Stock Unit
(RSU) Program and Management Incentive Plan (MIP). These short-term and long-term incentive programs
are described more fully under “Compensation Discussion and Analysis” above.

Name

Gregory D. Wasson . . ..

Wade D. Miquelon . . .

Mark A. Wagner . . . ..

Timothy J. Theriault. . . .

Kathleen

Wilson-Thompson. . .

All Other
Option Grant
Awards:  Exercise Date Fair
All Number of or Base  Value of
Estimated Future Payouts Under  Estimated Future Payouts Under (ther  Securities Price of Stock and
Non-Equity Incentive Plan Awards® Equity Incentive Plan Awards®  g¢ock Underlying  Option Option
Plan Grant  Approval Threshold Target Maximum Threshold Target Maximum Awards Options Awards Awards
Name _ Date _Date® ®) O) ©) @) (@) @) (o @O (GO ($)
ESOP 9/1/09 7/8/09 171,474 34.04 1,719,884
PSP 9/1/09 10/13/09 28,846 57,692 86,538
RSU 9/1/09 7/8/09 42,416 1,443,841
MIP 10/13/09 10/13/09 666,667 1,333,334 2,666,668
.. ESOP 9/1/09 7/8/09 65,064 34.04 652,592
PSP 9/1/09 10/13/09 11,217 22,435 33,652
RSU 9/1/09 7/8/09 15,988 544,232
MIP 10/13/09 10/13/09 266,000 532,000 1,064,000
.. ESOP 9/1/09 7/8/09 59,533 34.04 597,116
PSP 9/1/09 10/13/09 10,264 20,528 30,792
RSU 9/1/09 7/8/09 14,629 497,971
MIP 10/13/09 10/13/09 243,813 487,625 975,250
ESOP 10/1/09 8/20/09 40,398 38.19 454,478
PSP 10/1/09 10/13/09 6,886 13,772 20,658
RSU  10/1/09 8/20/09 10,281 392,631
RSU  10/1/09 8/20/09 30,540 1,166,323
MIP 10/13/09 10/13/09 171,875 343,750 687,500
ESOP 1/4/10  11/6/09 24,204 37.30 271,085
ESOP 1/4/10  11/6/09 35,000 37.30 392,000
PSP 1/4/10 10/13/09 4,181 8,363 12,544
RSU 1/4/10  11/6/09 6,138 228,947
RSU 1/4/10  11/6/09 35,506 1,324,374
MIP 1/4/10 10/13/09 104,397 208,793 417,586
.. ESOP 9/1/09 7/8/09 41,496 34.04 416,205
PSP 9/1/09 10/13/09 7,073 14,146 21,219
RSU 9/1/09 7/8/09 10,495 357,263
MIP 10/13/09 10/13/09 178,850 357,700 715,400
.. ESOP 9/1/09 7/8/09 38,782 34.04 388,983
PSP 9/1/09 10/13/09 6,610 13,221 19,831
RSU 9/1/09 7/8/09 9,729 331,169
MIP 10/13/09 10/13/09 165,000 330,000 660,000

M

(&)

Target awards and related performance goals/targets for the MIP and the PSP for fiscal year 2010 were approved at the October
13,2009 meeting of the Compensation Committee of the Board. Stock options and RSUs were granted on September 1, 2009, the
first day of fiscal year 2010, and were approved in advance by the Compensation Committee on July 8,2009. See “Compensation
Discussion and Analysis” for a description of this stock option and RSU approval process. Grants to Mr. Theriault and
Ms. Wilson-Thompson for fiscal year 2010 were pro-rated to cover the period from their date of hire to the end of the fiscal year,
and such grants to new hires are within the approvals of the Compensation Committee described above.

These amounts represent the threshold, target and maximum annual incentives under the MIP for fiscal year 2010. The related
performance targets and results are described in detail under “Compensation Discussion and Analysis.” The threshold award
was set at 50% of the target award, and the maximum award was set at 200% of the target award. The actual earned awards
under the MIP for fiscal year 2010 are included in the “Non-Equity Incentive Plan Compensation” column of the Summary
Compensation Table above.
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These share numbers represent the threshold, target and maximum performance share awards under the PSP for the fiscal 2010
to 2012 performance period. The PSP is described in detail under “Compensation Discussion and Analysis.” The threshold
award was set at 50% of the target performance share award, and the maximum award was set at 150% of the target performance
share award. The threshold level of shares and corresponding value are reflected in the far right columns of the Outstanding
Equity Awards at 2010 Fiscal Year End table below.

Represents the number of RSUs granted in fiscal year 2010, including additional RSUs credited in lieu of cash dividends. RSUs
vest on the third anniversary of the grant date, except for the RSUs granted to Mr. Theriault upon his date of hire. One-third of
these RSUs vested on September 1, 2010, one-third vest on September 1, 2011 and one-third vest on September 1, 2012.

All of these stock options vest on the third anniversary of the grant date and expire on the tenth anniversary of the grant date.

The exercise price for stock options is the per-share closing price of Walgreen Co. stock on the grant date, or the last trading
day preceding the grant date if the grant date was not a trading day.

Outstanding Equity Awards at 2010 Fiscal Year-End

The following table reflects outstanding vested and unvested stock options, as well as unvested/unearned

restricted stock, restricted stock units and performance shares held by the named executive officers as of the

end of fiscal year 2010.
Option Awards® Stock Awards
Equity
Equity Incentive
Incentive  Plan Awards:
Plan Awards: Market or
Market Number of Payout Value
Number Number of Value of Unearned  of Unearned
of Number of Shares or Shares or Shares, Units Shares, Units
Securities Securities Units of Units of or Other or Other
Underlying Underlying Option Stock  Stock That Awards That Awards That
Option Unexercised Unexercised Exercise Option That Have Have Not Have Not Have Not
Grant  Options (#) Options (#) Price Expiration Not Vested Vested Vested Vested
Name Date  Exercisable Unexercisable  ($) Date #H® %)@ #He %@
Gregory D. Wasson . . .. .. 9/1/02 16,402 — 34.75 9/1/12
9/1/04 24,279 — 36.45 9/1/14
9/1/05 22,987 — 46.33 9/1/15
10/12/05 6,666 — 44,12 10/12/15
9/1/06 36,393 — 49.46 9/1/16
5/1/07 9,491 — 43.90 51117
9/1/07 — 77,656 45.07 9/1/17
9/1/08 — 78,712 36.43 9/1/18
2/1/09 — 76,016 27.41 2/1/19
9/1/09 — 171,474 34.04 9/1/19
83,835 2,253,482 51,124 1,374,213
Wade D. Miquelon . . . . ... 6/16/08 — 12,765 36.25 6/16/18
6/16/08 — 30,000 36.25 6/16/18
9/1/08 — 37,743 36.43 9/1/18
7/8/09 — 1,124 29.76 7/8/19
9/1/09 — 65,064 34.04 9/1/19

56,433 1,516,932 17,650 474,432
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Option Awards® Stock Awards

Equity
Equity Incentive
Incentive  Plan Awards:
Plan Awards: Market or
Market Number of Payout Value

Number Number of Value of Unearned  of Unearned
of Number of Shares or Shares or Shares, Units Shares, Units
Securities Securities Units of Units of or Other or Other
Underlying Underlying Option Stock  Stock That Awards That Awards That
Option Unexercised Unexercised Exercise Option That Have Have Not Have Not Have Not
Grant  Options (#) Options (#) Price Expiration Not Vested Vested Vested Vested
Name Date  Exercisable Unexercisable  ($) Date #® %) #H© $)®
Mark A. Wagner . ........ 9/1/00 8,517 — 32.88 9/1/10
9/1/01 9,315 — 34.35 9/1/11
2/1/02 2,009 — 36.28 2/1/12
9/1/02 18,820 — 34.75 9/1/12
9/1/03 22,843 — 32.57 9/1/13
9/1/04 24,279 — 36.45 9/1/14
9/1/05 21,497 — 46.33 9/1/15
3/1/06 4,603 — 44.86 3/1/16
9/1/06 36,393 — 49.46 9/1/16
9/1/07 — 48,812 45.07 9/1/17
9/1/08 — 48,558 36.43 9/1/18
9/1/09 — 59,533 34.04 9/1/19
29,686 797,968 18,636 500,936
Timothy J. Theriault. . . . .. 10/1/09 — 40,398 38.19 10/1/19
40,820 1,097,252 6,886 185,096
Kathleen
Wilson-Thompson . . . . . 1/4/10 — 24,204 37.30 1/4/20
1/4/10 — 35,000 37.30 1/4/20
41,644 1,119,395 4,181 112,385
Stanley B. Blaylock. . . . . .. 10/31/06 572 — 43.68 9/23/10
George J. Riedl. . ........ 9/1/00 3,802 — 32.88 9/1/10
9/1/01 3,930 — 34.35 9/1/11
12/3/01 545 — 33.00 12/3/11
9/1/02 9,496 — 34.75 9/1/12
1/8/03 3,684 — 31.94 1/8/13
9/1/03 21,461 — 32.57 9/1/13
9/1/04 26,337 — 36.45 9/1/14
9/1/05 24,088 — 46.33 12/31/14
1/12/06 4,010 — 43.20 12/31/14
9/1/06 36,393 — 49.46 12/31/14
9/1/07 — 48,812 45.07 12/31/14
9/1/08 — 48,558 36.43 12/31/14
9/1/09 — 12,962 34.04 12/31/14
— — 6,305 169,478

o All stock options vest on the third anniversary of the grant date, except the new-hire stock option grant of 30,000 shares to
Mr. Miquelon on June 16, 2008, which vests as to one-third of the shares on each of the third, fourth, and fifth anniversaries
of the grant date. All stock options expire on the tenth anniversary of the grant date.

@ Includes the number and value of the following types of awards:

¢ Restricted shares issued through fiscal year 2008 under the former Restricted Performance Share Program, which vest
25% per year over a four-year period.
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*  Restricted stock units (RSUs) issued in fiscal year 2009 and fiscal year 2010 under the Company’s Long-Term Performance
Incentive Plan. These RSUs vest on the third anniversary of the grant date.

¢ New hire restricted shares granted to Mr. Miquelon, which vest as to one-third of the shares on each of the third, fourth,
and fifth anniversaries of the grant dates, to Mr. Theriault, which vest as to one-third of the shares on September 1, 2010,
September 1, 2011 and September 1, 2012, and to Ms. Wilson-Thompson, which vest on the third anniversary of the
grant date.

® Represents the number and value of performance shares, based on the threshold performance level, under the Company’s
Performance Share Program. See “Compensation Discussion and Analysis” above for a description of this program.

Option Exercises and Stock Vested in 2010 Fiscal Year

The following table reflects information regarding restricted shares that vested during fiscal year 2010
(on August 31, 2010) under the Restricted Performance Share Program, which the Company ended in fiscal
year 2009. No named executive officer exercised a stock option in fiscal year 2010.

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value

Acquired Realized Acquired  Realized
on Exercise on Exercise on Vesting on Vesting

Name #) ) #) ®°

Gregory D. Wasson. . ........ ... i — — 2,953 79,377
Wade D. Miquelon . ........ ... ... . ... . ... . ... ........ — — 198 5,322
Mark A. Wagner . ............ — — 2,372 63,759

Timothy J. Theriault. . .. ...... ... ... ... ... ... ....... — — — —
Kathleen Wilson-Thompson . .. ......................... — — — —
Stanley B. Blaylock. ... ......... ... ... ... ... .. ..... — — 15,974 466,709
George J. Riedl....... ... .. .. . . . . . .. . ... — — 11,747 421911

® Based on the fair market value of Company common stock of $26.88 on the vesting date, August 31, 2010. The stock awards
reflected for Mr. Blaylock include the prorated RPSP awards, RSUs and a portion of his prorated restricted stock awards that
vested on June 23, 2010. Mr. Blaylock’s remaining prorated restricted stock awards vested on April 13, 2010. Mr. RiedI’s RPSP
stock vested on December 31, 2009 and prorated RSUs vested on February 26, 2010.
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Nonqualified Deferred Compensation for the 2010 Fiscal Year

The following table reflects contributions, earnings, withdrawals and end-of-year balances under
nonqualified deferred compensation plans. The applicable plans are as follows: (1) Deferred Compensation/
Capital Accumulation Plans that have been offered in specific years (most recently 2006), which are collectively
referred to below as the “DCP”; and (2) the Section 162(m) Deferred Compensation Plan, which provides for
automatic deferrals of any compensation that would otherwise be non-deductible under the $1 million tax
deductibility limit, which is referred to below as “162M”. See “Compensation Discussion and Analysis” above
for further information regarding these plans. Activity under the Company’s Profit Sharing Restoration Plan
is not included below, because that Plan provides benefits on an after-tax basis and therefore is not a deferred
compensation program. See “Retirement Plans and Programs” within the “Compensation Discussion and
Analysis” section for a description of the Profit Sharing Restoration Plan.

Aggregate
Executive Registrant Aggregate Aggregate Balance at Last
Contributions in Contributionsin  Earningsin  Withdrawals/ Fiscal Year End
Last Fiscal Year Last Fiscal Year Last Fiscal Year Distributions (8/31/10)

Name Plan Name O (©) $)® $) OK
Gregory D. Wasson. . .. ... ... DCP — — 35,241 — 281,626
162M 1,003,941 — 62,626 — 1,351,113
Wade D. Miquelon . . ........ DCP — — 19,231 — 202,385
Mark A. Wagner . ........... DCP — — 10,503 — 98,510
162M 25,327 — 1,391 — 26,718
Timothy J. Theriault . . . . ... .. DCP 50,000 — 4813 — 54,813
Kathleen Wilson-Thompson ...  DCP 100,000 — 6,904 — 106,904
Stanley B. Blaylock. . ........ — — — — —
George J. Riedl. .. ........ .. DCP — — 12,207 179,213 —
162M — — 243 — 12,664

o For Mr. Wasson, the amount shown in this column includes $203,940 reflected in the 2010 amount in the “Salary” column
of the Summary Compensation Table above and $800,000 reflected in the 2009 amount in the “Non-Equity Incentive Plan
Compensation” column of the Summary Compensation Table. For Mr. Wagner, the amount shown in this column is reflected
in the 2010 amount in the “Non-Equity Incentive Plan Compensation” column of the Summary Compensation Table. For
Mr. Theriault and Ms. Wilson-Thompson, the amount shown in this column is reflected in the 2010 amount in the “Bonus”
column of the Summary Compensation Table.

@ The above-market portion of the DCP and 162M earnings shown in this column is included in the 2009 amount in the “Change
in Pension Value and Nonqualified Deferred Compensation Earnings” column of the Summary Compensation Table above.

& In addition to the amounts described in footnotes (1) and (2) above, includes the following amounts reported as compensation
for fiscal years 2008 and 2009 in the Summary Compensation Table above:

2008 Non- 2008 Change in Pension 2009 Change in Pension
Equity Value and Nonqualified Value and Nonqualified
2008 2008 Incentive Plan Deferred Compensation Deferred Compensation 2009 All Other
Salary Bonus Compensation Earnings 2009 Salary 2009 Bonus Earnings Compensation
Name ($) ($) (%) ($) $) $) ) )
Gregory D. Wasson .......... — — — 10,986 — 800,000 12,357 —
Wade D. Miquelon . . ......... — 150,000 — 1,650 — — 15,526 —
Mark A. Wagner . ............ — — — 3,896 — 25,327 4,118 —
Timothy J. Theriault. . . . ... ... — — — — — — — —
Kathleen Wilson-Thompson. ... — — — — — — — —
Stanley B. Blaylock. . ......... — — — — — — — —
George J. Riedl. . ............ — — — 4,551 — — 4,877 —
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Potential Payments Upon Termination or Change in Control

The information and tables below describe and illustrate compensation and benefits payable to each of
the named executive officers of the Company in the event of termination of employment. The tables show the
amount of compensation payable to each executive upon termination following a change of control, and other
termination events.

Payments/Benefits Upon Any Termination of Employment. Upon termination of employment, the executive
will be entitled to receive amounts earned during his or her term of employment. These amounts include:

any earned awards that are not yet paid, including unpaid awards under the Management Incentive
Plan for the completed fiscal year;

vested stock options;

account balances under the Profit Sharing Retirement Plan and the Profit Sharing Restoration Plan;

Deferred Compensation/Capital Accumulation Plan benefits and Section 162(m) Deferred
Compensation Plan benefits, to the extent the executive has participated; and

earned but unused vacation pay.

Additional Payments/Benefits Upon Retirement. Additional benefits apply if the executive retires after
reaching applicable retirement age and service thresholds as follows:

Age 55 and 10 years of service:

a pro-rated award under the Management Incentive Plan for the final partial year of participation;

outstanding stock options continue to vest and remain exercisable until the earlier of five years
from the executive’s retirement date and the expiration of the 10-year term of the stock option
(shorter exercise periods apply to any stock options granted prior to the individual’s promotion to
the executive level);

full vesting of all unvested stock and cash under the former Restricted Performance Share
Program, subject to Compensation Committee approval of retirement status;

pro-rated vesting of all unvested RSUs based on the portion of the vesting period completed
through the retirement date;

apro-rated portion of performance shares earned at the end of the performance period, based on the
portion of the performance period completed through the retirement date and actual performance
results for such performance period;

special retirement benefits applicable to Senior Vice Presidents and above, which consists of a
continuation of Company-paid annual physical and United Airlines preferred flight executive
premier status to age 70; and

eligibility for retirement payments under the Deferred Compensation/Capital Accumulation Plans,
to the extent the executive has participated.

Age 55 and 25 years of service:

eligibility for retirement benefits described above (55 & 10); and

eligibility for retiree medical and prescription drug coverage, if hired prior to 2002.

Alternatively, senior executives hired prior to 2002 who are not eligible for regular retiree medical/
prescription drug coverage because they do not meet the age or service threshold, are eligible for the Select
Senior Executive Retiree Medical Expense Plan if they have combined age and service of at least 72 years at
retirement. This Plan reimburses up to $4,350 per year in medical expenses up to age 65 and up to $2,200 in
medical expenses after age 65 for each of the retiree and his or her spouse.
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Payments/Benefits Upon Death or Disability. In the event of the death or disability of a named executive
officer, in addition to the benefits listed under the heading “Payments/Benefits Upon Any Termination of
Employment,” the following payments/benefits apply:

except to the extent disability or death benefits, as applicable, are more favorable, as listed below,
the retirement benefits listed above shall apply to the extent the executive had reached the requisite
retirement age and service thresholds;

a pro-rated award under the Management Incentive Plan for the final partial year of participation
based on the executive’s paid-through date in such fiscal year;

outstanding stock options continue to vest and remain exercisable until the earlier of five years from
the executive’s termination due to death or disability and the expiration of the 10-year term of the
stock option (shorter exercise periods apply to any stock options granted prior to the individual’s
promotion to the executive level);

full vesting of all unvested stock and cash under the former Restricted Performance Share Program;
full vesting of all unvested RSUs;

a pro-rated portion of performance shares earned at the end of the performance period, based on
the portion of the performance period completed through the date of death or disability and actual
performance results for such performance period;

in the case of disability, eligibility for retirement payments under the Deferred Compensation/Capital
Accumulation Plans, to the extent the executive has participated; and

benefits under the Company’s executive disability plan or the Company’s executive life insurance
plan, as applicable.

Payments/Benefits Upon a Change in Control. The Company has employment agreements with each
of the named executive officers and with certain other executives of the Company that become effective only
upon a change of control of the Company. Under these agreements, change in control is defined to include
(1) an acquisition (other than from the Company) of at least 20% of the ownership or voting power of the
Company, (2) a change in a majority of Board members, or (3) a merger, reorganization or similar type of
transaction after which there is a greater than 50% change in beneficial ownership of the Company. Each
agreement becomes operative for a three-year “Employment Period” following a change in control. In the
event that the executive is dismissed without cause or resigns for good reason during the Employment Period,
he or she will be entitled to the following compensation and benefits:

base salary through the date of termination;

a proportionate annual bonus for the then-current fiscal year based upon the executive’s average
annual bonus for the last three fiscal years;

a lump-sum payment equal to the base salary plus annual bonus to which the executive would have
been entitled for the remainder of the Employment Period,

unpaid deferred compensation and vacation pay;

a lump-sum payment equal to the actuarial equivalent value of the Company contributions that
the executive would have received under the Profit Sharing Retirement Plan and Profit Sharing
Restoration Plan for the remainder of the Employment Period; and

continuation of health and welfare benefits for the remainder of the Employment Period.

The above payments and benefits would be reduced to the extent necessary to avoid the application of
any “golden parachute” (Internal Revenue Code Section 280G) excise tax.

Under these employment agreements, termination for cause means termination of the executive’s
employment due to (1) dishonest acts intended to benefit the executive personally, (2) repeated failure to
perform the executive’s duties and responsibilities, or (3) conviction of a felony. Good reason is defined to
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include (1) assignment of duties that result in diminished position, authority, duties or responsibilities, (2) the
Company’s failure to meet its obligations to the executive under the employment agreement, (3) a material
change in work location, (4) the failure of the Company’s obligations under the employment agreement to be
properly assumed by the new owner following a change in control, or (5) the executive’s voluntary termination
for any reason during the 30-day period immediately following the first anniversary of a change in control, as
explained above under “Compensation Discussion and Analysis.”

Under certain Company benefit plans, the following applies upon a change in control of the Company:

« full vesting of all unvested RSUs and all unvested stock and cash under the former Restricted
Performance Share Program;

« full payment of the target level of performance shares for each incomplete performance period under
the Performance Share Program; and

* to the extent the executive has participated, qualifying retirement benefits under the Company’s
Deferred Compensation/Capital Accumulation Plans upon involuntary termination of employment
without cause or resignation for good reason within five years of a change in control.

Tables — Named Executive Officers. The tables below show the potential payments upon each type of
termination of employment event for each of the named executive officers currently employed by the Company.
Because Messrs. Blaylock and Riedl resigned during fiscal 2010, information regarding their actual retirement
benefits is presented separately below.

For the other named executive officers, the amounts shown in the tables below assume that the executive’s
last day worked was August 31, 2010, and thus the amounts shown include amounts earned through that date
along with estimates of the amounts that would be paid to the executives after their termination. In all cases,
earned but unused vacation is included. This means that the executive would have worked through August 31,
2010, but his or her official termination date for purposes of pay and most benefits would include all vacation
days due. This official termination date is referred to as the executive’s “paid-through date.” Where applicable,
the other rows in the tables include any bonus, performance plan awards, 401(k) matching contributions and
perquisites applied to such vacation days. Other employee benefits that apply during the vacation payout
period — such as medical coverage — are not included in the tables, because those benefits are applicable on
the same terms to all employees during their vacation payout periods. Similarly, these tables do not include
Profit Sharing Retirement Plan, Profit Sharing Restoration Trust or Section 162(m) Deferred Compensation
Plan account balances, as these account balances are earned and payable, and the payment amounts will not
vary based on the reason for termination of employment. The account balances as of fiscal year end under
the Section 162(m) Deferred Compensation Plan are included in the Nonqualified Deferred Compensation
table above. The tables below also do not include amounts earned for fiscal year 2009 that are shown in the
Summary Compensation Table above.

For termination following a change in control, it is assumed that the change in control and termination
of employment occur simultaneously as of the end of the 2010 fiscal year (as described in the preceding
paragraph). It should be noted that the far more likely scenario would be for the executive to continue working
for at least some period of time following the change in control date, in which case the amount of change in
control termination benefits would be reduced to the amount corresponding to the period from termination
of employment through the end of the three-year Employment Period described above under “Payments/
Benefits Upon a Change in Control.” It should also be noted that the actual amounts to be paid under any
of the scenarios can only be determined at the time of the executive’s actual separation from the Company.
Further, the Compensation Committee retains discretion to provide additional benefits to senior executives
upon termination or resignation if it determines the circumstances so warrant.

For each named executive officer, only the potentially relevant scenarios are included. For example,
since none of the named executive officers has reached the age and service threshold to qualify for retirement
status, the retirement scenario is not shown.
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Voluntary Termination at 2010 Fiscal Year-End

Mr. Mr. Mr. Mr. Ms. Wilson-
Payments and Benefits Upon Separation Wasson Miquelon Wagner  Theriault Thompson
Cash Compensation:
Accrued VacationPay. ....................... $375,397 $ 40,568 $249,524 $ — % —
Retirement/Deferred Compensation:
Company Contributions . ..................... 22,524 2,434 14,971 — —
Deferred Compensation/Capital Accumulation
Plans (present value) . ..................... 189,923 176,799 70,359 — —
Health and Welfare Benefits:
Medical/Prescription Drug/Dental®. ... ......... 193,005 — 224952 — —
Totals. ...... ... .. .. . .. .. .. $780,849 $219,801 $559,806 $ — 3 —

o Where applicable, amount shown is present value of estimated benefits under the Select Senior Executive Retiree Medical
Expense Plan, which is described above under “Additional Payments/Benefits Upon Retirement.”

Involuntary or Good Reason Termination Following a Change in Control at 2010 Fiscal Year-End

Mr. Mr. Mr. Mr. Ms. Wilson-
Payments and Benefits Upon Separation® Wasson Miquelon Wagner Theriault Thompson
Cash Compensation:
BaseSalary......................... $ 3,300,000 $2,142,000 $1,965,000 $ 1,875,000 $ 1,575,000
Accrued Vacation Pay. ................ 375,397 40,568 249,524 21,307 39,773
Management Incentive Plan............ 2,818,026 1,268,814 1,240,860 1,395,000 1,165,068
Long-Term Incentives:®
Restricted Stock and RSUs —
Accelerated Vesting . . .............. 2,437,718 1,534,766 933,036 1,097,253 1,119,395
Performance Share Program® ... ....... 2,748,453 948,918 1,001,871 370,191 224,797
Retirement/Deferred Compensation:
Company Contributions . . ............. 407,120 257,176 220,130 — —
Deferred Compensation/Capital
Accumulation Plans (present value) . . . 3,005,445 973,867 719,790 — —
Health and Welfare Benefits:
Medical/Prescription Drug/Dental®. . . . .. 218,213 25,208 241,217 30,644 25,208
Life Insurance® . .................... 38916 13,564 12,976 12,523 10,454
Disability/Personal . . .................
Accident Insurance® . .. ............ 22,731 12,270 11,749 7,492 6,297
Totals........................... $15,372,019 $7,217,151 $6,596,153 $ 4,809,410 $ 4,165,992

® Includes pay and benefits provided under the Change in Control Employment Agreement. Under the terms of that Agreement,
the actual payments would be reduced to the extent necessary to avoid any golden parachute excise tax under Section 280G of
the Internal Revenue Code.

@ Based on the fair market value of Company common stock on August 31, 2010, which was $26.88.
@ Upon a change in control, outstanding performance shares are paid at the target performance level.
@ The amount shown is three years of continued coverage under the Change in Control Employment Agreement. Where

applicable, the amount also includes the present value of estimated benefits under the Select Senior Executive Retiree Medical
Expense Plan, which is described above under “Additional Payments/Benefits Upon Retirement.”

® Amounts represent the cost of continuing life insurance coverage.

© Amounts represent the cost of continuing disability and personal accident insurance coverage.
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Involuntary Termination for Cause at 2010 Fiscal Year-End

Mr. Mr. Mr. Mr. Ms. Wilson-
Payments and Benefits Upon Separation Wasson  Miquelon Wagner  Theriault Thompson
Cash Compensation:
Accrued Vacation Pay. . ..................... $345,833 $ 27,045 $228,730 $ — 3 —
Retirement/Deferred Compensation:
Company Contributions . .. .................. 20,750 1,623 13,724 — —
Deferred Compensation/Capital Accumulation
Plans (present value) ..................... 88,000 150,000 33,000 — —
Totals. ............ .. ... ..., $454,583 $178,668 $275.454 $ — $ —
Death at 2010 Fiscal Year-End
Mr. Mr. Mr. Mr. Ms. Wilson-
Payments and Benefits Upon Separation Wasson Miquelon Wagner Theriault Thompson
Cash Compensation:
Accrued Vacation Pay. ............... $ 375397 $ 40,568 $ 249,524 § 21,307 $§ 39,773
Management Incentive Plan. .......... 469,246 30,426 187,143 12,784 23,864
Long-Term Incentives:®
Stock Options — Extended Vesting/
Exercisability® .................. — — — — —
Restricted Stock and RSUs — Accelerated
Vesting. ..o, 2,437,718 1,534,766 933,036 1,097,253 1,119,395
Performance Share Program® . ........ 1,315,330 431,574 483,965 123,385 74,925
Retirement/Deferred Compensation:
Company Contributions . ............. 68,194 54,352 39,007 — —
Deferred Compensation/Capital
Accumulation Plans (present value) . . 480,396 188,264 106,658 — —
Health and Welfare Benefits:
Medical/Prescription Drug/Dental®. . . . . 94,428 — 114,550 — —
Life Insurance® .. ..................
Totals.......................... $5,240,709 $2,279.950 $2,113,883 $1,254,729 $1,257,957

o Based on the fair market value of Company common stock on August 31, 2010, which was $26.88.

@ No amount is shown since the “spread” (fair market value minus option exercise price) as of August 31, 2010 was negative
for all stock options that were not yet vested as of that date. Such stock options will continue to vest based on the executive’s
assumed termination due to death. These unvested stock options are listed in the Outstanding Equity Awards at 2010 Fiscal
Year-End table above and will be exercisable from the vesting date through the earlier of August 31, 2015 (five years from
the executive’s assumed termination due to death) and the expiration of the 10-year term of the stock option (shorter exercise
periods apply to any stock options granted prior to the individual’s promotion to the executive level).

& Upon death, a pro-rated portion of outstanding performance shares is paid at the end of the performance period based on actual
Company performance. Amounts shown above represent the value of performance shares at target, pro-rated for the portion of
the performance period completed through August 31, 2010.

@ Where applicable, amount shown is present value of estimated benefits to the surviving spouse under the Select Senior
Executive Retiree Medical Expense Plan, which is described above under “Additional Payments/Benefits Upon Retirement.”

© The estimated death benefit payable to the executive’s beneficiaries upon death is not included because the Company’s cost of
providing this coverage is included in the Summary Compensation Table above.
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Permanent Disability at 2010 Fiscal Year-End

Mr. Mr. Mr. Mr. Ms. Wilson-
Payments and Benefits Upon Separation Wasson Miquelon Wagner Theriault Thompson
Cash Compensation:
Accrued VacationPay. . ................. $ 375397 $ 40,568 $ 249524 § 21,307 $ 39,773
Management Incentive Plan. . ............ 687,500 267,750 245,625 187,500 157,500
Long-Term Incentives:
Stock Option Grants® .................. @ @ ) @ @
Stock Options — Extended Vesting/
Exercisability® . ..................... — — — —
Restricted Stock and RSUs — Accelerated
Vesting® ... ... 4,264,188 2,008,983 1,368,062 1,423,388 1,393,356
Performance Share Program® . ............ 3,066,488 973,710 1,025,096 395,046 274,391
Retirement/Deferred Compensation:
Company Contributions . ................. 81,289 68,592 42,516 —
Deferred Compensation/Capital
Accumulation Plans (present value) ... ... 3,005,445 973,867 719,790 —
Health and Welfare Benefits:
Medical/Prescription Drug/Dental®. .. ... ... 193,005 — 224,952 —
Disability/Personal Accident Insurance”. . . . . 1,120,000 664,430 621,853 500,000 420,000
Totals. ............... .. ... ... ..... $12,793,312  $4,997,900 $4,497,418 $2,527.,241 $2,285,020

M
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Based on the fair market value of Company common stock on August 31, 2010, which was $26.88.

On September 1, 2010, each of these named executive officers received a stock option grant for the following number of shares:
Mr. Wasson — 277,620; Mr. Miquelon — 73,088; Mr. Wagner — 67,049; Mr. Theriault — 48,535; and Ms. Wilson-Thompson —
40,769. The grants were part of the stock options granted to all eligible employees as of the first day of the 2011 fiscal year. In
the case of disability as of August 31, 2010, each of these stock options would have been granted and would vest in three years
and be exercisable until August 31, 2015, the date five years from the executive’s assumed termination due to disability (shorter
exercise periods apply to any stock options granted prior to the individual’s promotion to the executive level).

No amount is shown since the “spread” (fair market value minus option exercise price) as of August 31, 2010 was negative
for all stock options that were not yet vested as of that date. Such stock options will continue to vest based on the executive’s
assumed termination due to disability. These unvested stock options are listed in the Outstanding Equity Awards at 2009 Fiscal
Year-End table above and will be exercisable from the vesting date through the earlier of August 31, 2015 (five years from the
executive’s assumed termination due to disability) and the expiration of the 10-year term of the stock option (shorter exercise
periods apply to any stock options granted prior to the individual’s promotion to the executive level).

Includes restricted stock units granted for fiscal year 2011 on September 1, 2010.

Upon disability, a pro-rated portion of outstanding performance shares is paid at the end of the performance period based
on actual Company performance. Amounts shown above represent the value of performance shares at target, pro-rated for
the portion of the performance period completed through the estimated paid-though date of August 31, 2010. This includes
performance shares granted in fiscal year 2011.

Where applicable, amount shown is present value of estimated benefits under the Select Senior Executive Retiree Medical
Expense Plan, which is described above under “Additional Payments/Benefits Upon Retirement.”

Amount shown is the first 12 months of disability pay. No amount is included for the remaining period of disability coverage,
because the Company’s estimated cost of providing that coverage is included in the Summary Compensation Table above.
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Resignation - George Riedl

Mr. Riedl entered into a Separation and Release Agreement with the Company on January 5, 2010.
Mr. RiedI’s last day with the Company was October 2, 2009 and his paid-through date was December 31, 2009.
The agreement provided that Mr. Riedl would receive payment of the following amounts:

Remaining vacation;

Severance payments of $1,240,000 (with $620,000 paid no later than March 15, 2010 and $620,000
paid on or about December 1, 2010), subject to a non-compete agreement;

Incentive and bonus payments of $300,000 (paid on or about March 15, 2010);
Lump sum payment of his deferred compensation balances;

Continued vesting and extended exercise period for executive stock options for 60 months following
his paid-through date, or the applicable 10 year expiration date, if earlier;

Accelerated vesting of his outstanding awards under the Restricted Performance Share Program;
Pro-rated vesting of fiscal 2009 RSUs through his paid-through date;

Pro-rated award under the fiscal 2009 Performance Share Program and paid in October 2011 based
on actual Company performance;

Pro-rata grant under the fiscal 2010 Performance Share Program through his paid-through date and
paid in October 2012 based on actual Company performance;

Reimbursement under the Select Senior Executive Retiree Medical Expense Plan;
Company physical and United Airlines preferred status to age 70; and

Up to 12 months of executive-level outplacement.

The value of these payments is described in the table below.

Effective as of Amounts paid in

Payments and Benefits Upon Separation December 31, 2009 Fiscal 2010
Cash Compensation:"

Base Salary (includes severance & accrued vacation pay) ......... $1,449,846 $ 829,846

Management Incentive Plan. .. .............................. 300,000 300,000

Restricted Performance Share Program - Cash Portion............ 249,113 249,113
Long-Term Incentives:

Stock Option Grants. .. ...ttt @ @

Restricted Performance Shares® .. ........................... 196,379 196,379

Restricted Stock Units® . . .. ... ... .. . . . 225,501 225,501

Performance Share Program® ........ ... ... .. ... .. ... ... ... — —
Retirement/Deferred Compensation:

Deferred Compensation/Capital Accumulation Plans®. ... ........ 179,213 179,213

Section 162M Plan Account (present value)® .. ................. 12,162 —
Health and Welfare Benefits:

Medical/Prescription Drug®. ... ... ... ... . 224,097 3,892

Disability/Personal Insurance™. .. ... . ... ... ... .. ... .. .... — —
Perquisites and Personal Benefits:

Company Physicals!™". . ... .. ... ... ... . . 79,422 —

Outplacement . . . ... i 40,000 40,000

Totals. .. ... ... $2,955,733 $2,023,944
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Represents base salary and Management Incentive Plan payouts for the period from Mr. RiedI’s September 30, 2009 resignation
through his paid-through date of December 31, 2009. Base salary of $1,240,000 will be paid in two installments (1) on or before
March 15, 2010 (which payment was made) and (2) December 1, 2010, subject to a non-compete agreement. Vacation pay of
$209,846 was paid to Mr. Riedl in January 2010.

Executive stock options continue to vest and are exercisable for 60 months following paid-through date, or the applicable 10-
year expiration date, if earlier.

The vesting of restricted performance shares and cash held was accelerated and paid to Mr. Riedl on February 26, 2010.

RSUs granted in fiscal years 2009 and 2010 vested pro-rata based on the paid-through date and shares were distributed
following that date.

Value was calculated based on the share price on the date of payment.

Performance shares for fiscal year 2009 and 2010 will be recalculated pro-rata based on the paid-through date and paid in
October 2011 and 2012 based on actual Company performance.

Amount shown is a combined lump-sum benefit of all applicable deferred compensation plans, which was paid to Mr. Riedl as
of March 31, 2010.

Amount shown is the balance at August 31, 2010, which will be paid in five annual installments beginning January 15, 2011.

Amount shown is the value of the benefit under the Select Senior Executive Retiree Medical Expense Plan based on senior vice
president status and combined age/service as of the paid-through date.

Disability coverage ended as of September 30, 2009. All other benefits ended as of the paid-through date.
Mr. Riedl is entitled to annual physical examinations paid by the Company through age 70.

Resignation - Stanley Blaylock

Mr. Blaylock entered into a Separation and Release Agreement with the Company on March 16, 2010.

Pursuant to the terms of this agreement, Mr. Blaylock’s resigned from employment with the Company
effective April 2, 2010. His paid-through date for company benefits was June 23, 2010, which included his paid
vacation days. Mr. Blaylock is entitled to severance benefits consisting of base salary and subsidized COBRA
coverage for 18 months. In addition, Mr. Blaylock is entitled to a pro-rata portion of the annual incentive
bonus under the MIP for the portion of the year during which he was employed. Mr. Blaylock’s outstanding
and unvested long-term incentive awards were vested based on his service through his paid-through date as
follows: restricted stock awards granted in April 2007 and April 2008, restricted cash and restricted stock
granted under the former Restricted Performance Share Program, and RSUs granted on September 1, 2008
and September 1, 2009. All other long-term incentive awards were forfeited. Mr. Blaylock also received up to
12 months of executive-level outplacement.

Effective as of Amounts paid

Payments and Benefits Upon Separation June 23, 2010 in Fiscal 2010
Cash Compensation:
Base Salary (includes severance & accrued vacation pay) V. ........... $1,031,818 $381,818
Management Incentive Plan @ . . ... ... ... ... ... ... ... ... ... .... 359,002 —
Restricted Performance Share Program - Cash Portion................ 33,787 33,787
Long-Term Incentives: @
Restricted Stock Units @ . ... ... . 228,950 228,950
Restricted Stock Awards @ . . .. ... ... . 217,449 217,449
Restricted Performance Share Program - Stock Portion ®. . ............ 20,310 20,310
Health and Welfare Benefits:
Medical/Prescription Drug @ . .. ... ... . 15,014 4,171
Totals. ... ... $1,906,330 $ 886,485

Pursuant to Mr. Blaylock’s Separation Agreement, he is being paid continued base salary for 18 months, in accordance the
Company’s normal payroll processes, beginning after April 2, 2010. In addition, vacation pay in the amount of $131,819 was
paid on April 26, 2010.
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@ Pursuant to his Separation Agreement, Mr. Blaylock will receive a pro-rated bonus for the portion of the fiscal year ending on
the paid-through date, to be paid when fiscal year 2010 bonuses are paid. The bonus shall be calculated in the same manner as
it is calculated for other comparable senior executives who remained employed by the Company.

@ A pro-rated portion of the unvested long-term incentive awards listed below vested and were distributed based on service
through the paid-through date. All other long-term incentive awards were forfeited as of the paid-through date.

- Restricted stock awards granted in April 2007 and April 2008.

- Restricted cash and restricted stock granted for fiscal years 2007 and 2008 under the former Restricted Performance
Share Program (RPSP).

- RSUs granted on September 1, 2008 and September 1, 2009.

@ Pursuant to the Separation Agreement, Mr. Blaylock is entitled to subsidized COBRA coverage for 18 months. All medical,
prescription and/or dental premiums will be subsidized such that Mr. Blaylock only pays the premium rates that are in effect
for all other employees who select the same coverage as Mr. Blaylock and his family. In the event of Mr. Blaylock’s death
during this period, the Company will continue the coverage for his spouse and all dependent children on the same terms and
conditions.

Securities Ownership of Certain Beneficial Owners and Management

The following table sets forth information as of November 15, 2010, concerning the ownership of common
stock by each person who is known by the Company to beneficially own more than 5% of the Company’s
common stock, by each director and director nominee, by each current and former executive officer named in the
Summary Compensation Table above, and by all current directors and executive officers as a group. Beneficial
ownership is determined according to the rules of the Securities and Exchange Commission and generally
includes any shares over which a person possesses sole or shared power to vote or to direct the disposition of,
as well as any shares that such person has the right to acquire within 60 days, including through the exercise of
options or other rights. Except as otherwise noted, to the Company’s knowledge, the persons named possessed
sole voting and investment power over such shares, and such shares are not subject to any pledge.

Options Currently Total
Exercisable or Shares of Common Percent
Shares of Common Exercisable within Stock Beneficially of

Name Stock Owned 60 Days Owned Class
Stanley B. Blaylock. .. ................... 12,320 — 12,320 *
DavidJ. Brailer ........................ 379 — 379 *
Steven A. Davis® .. ... .. ... ... ... ... ... — — — —
William C. Foote® ...................... 40,535 — 40,535 *
Mark P. Frissora. ....................... 8,477 — 8,477 *
Ginger L. Graham™ . .................... — — — *
Alan G. McNally®. . ..................... 47,956 60,000 107,956 *
Wade D. Miquelon™ ... .................. 74,693 — 74,693 *
GeorgeJ. Riedl®. ....................... 30,321 178,756 209,077 *
Nancy M. Schlichting®................... — — — —
David Y. Schwartz?® ... ... ............. 14,342 — 14,342 *
Alejandro Silva™®. .. ..................... 400 — 400 *
James A. Skinner® ... ... ... . ... 590 — 590 *
Timothy J. Theriault¥. ................... 50,172 — 50,172 *
Mark A. Wagner®®. . ... ................. 97,142 188,571 285,713 *
Gregory D. Wasson™® ... ... ............ 170,292 193,874 364,166 *
Kathleen Wilson-Thompson™ . .. ........... 52,099 — 52,099 *
All current directors and executive

officers as a group (22 individuals)V@7 . .. 826,135 776,561 1,602,696 *
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* Each shareholder owns less than 1% of the Company’s common stock.

o Includes restricted shares, shares underlying restricted stock units, and restricted stock units credited as dividends on restricted
stock units issued under the Company’s long term incentive programs in the following amounts: Mr. Miquelon, 74,298 shares;
Mr. Theriault, 42,990 shares; Mr. Wagner, 46,088 shares; Mr. Wasson, 152,533 shares; Ms. Wilson-Thompson, 52,099 shares;
and all current directors, director nominees and executive officers as a group, 574,874 shares.

@ Does not include deferred stock units issued under the Walgreen Co. Nonemployee Director Stock Plan. The table below shows
units held separately, and in total with other beneficially held stock, by each nonemployee director of the Company who holds
deferred stock units as of November 15, 2010.

Shares of Common

Deferred Stock Beneficially

Name Stock Units Owned Total
Steven A. Davis. ... ...... ... 10,653 — 10,653
William C. Foote. .. ...... ... ... .. . i i ittt 25,496 40,535 66,031
Ginger L. Graham .. .......... ... ... i 2,276 — 2,276
Alan G. McNally. ......... . . . . . . 19,327 107,956 127,283
Nancy M. Schlichting. . ........... ... 0. 25,737 — 25,737
David Y. Schwartz ..........0. . . . . 28,478 14,342 42,820
Alejandro Silva........ ... . . . . 18,903 400 19,303
James A. Skinner . ...... ... . . ... 30,917 590 31,507

® Does not include 3,994 shares owned by Mr. Riedl’s wife. Mr. Riedl disclaims any beneficial interest in these shares.

@ Does not include 4,917 shares owned by Mr. Schwartz’s wife. Mr. Schwartz disclaims any beneficial interest in these shares.

® Does not include 587 shares owned by Mr. Wagner’s wife. Mr. Wagner disclaims any beneficial interest in these shares.

© Includes 5,999 shares pledged by Mr. Wasson under a line of credit.

™ Does not include an aggregate of 9,498 shares held by family members of executive officers or directors, the beneficial

ownership of which has been disclaimed by such executive officers or directors.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company’s executive
officers and directors, and persons who beneficially own more than 10% of the Company’s common stock,
to file initial reports of ownership and changes in ownership with the SEC. Based on a review of such forms
furnished to the Company and written representations from the Company’s executive officers and directors,
the Company believes that all forms were filed in a timely manner during fiscal year 2010, except, due to
inadvertent clerical errors, one Form 4 pertaining to Mr. McNally in his prior role as acting Chief Executive
Officer and two Form 4s pertaining to Hal Rosenbluth, an executive officer, relating in each case to the exempt
disposition of shares to satisfy tax obligations upon the vesting of RSUs, were filed late and one Form 4
pertaining to Mr. Foote relating to a transaction by a family trust was filed late.
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Equity Compensation Plans

The following table summarizes information about Walgreen Co. common stock that may be issued upon the
exercise of options, warrants and rights under all of the Walgreen Co. equity compensation plans as of August 31,
2010. The following equity compensation plans were approved by shareholders: the Executive Stock Option Plan,
the 1982 Employees Stock Purchase Plan, the Long-Term Performance Incentive Plan (formerly, the Restricted
Performance Share Plan) and the Nonemployee Director Stock Plan. The following equity compensation plans
were not approved by shareholders: the Walgreen Co. Stock Purchase/Option Plan (Share Walgreens) and the
plan pursuant to which a grant was made to all non-executive employees in connection with the opening of the
Company’s 4,000th store in 2003 (Walgreen Co. Broad Based Employee Stock Option Plan).

C. Number of securities
remaining available for

A. Number of securities B. Weighted-average future issuance under
to be issued upon exercise  exercise price of equity compensation plans
of outstanding options, outstanding options, (excluding securities reflected
Plan category warrants and rights warrants and rights in column (A))
Equity compensation plans approved
by security holders®™. . ........... 26,875,568 $38.60 53,733,167
Equity compensation plans not
approved by security holders®. . . . . 22,231,635 $30.09 20,726,808
Total . ....... .. ... ... ...... 49,107,203 $34.75 74,459,975

o The Walgreen Co. Executive Stock Option Plan is an incentive compensation plan that permits the grant of incentive stock
options and nonqualified stock options to eligible employees. This Plan is described in the “Compensation Discussion and
Analysis” above. As of August 31,2010, options to acquire 26,876,103 shares were outstanding, and 26,890,772 shares remained
available for issuance under this Plan.

The Walgreen Co. 1982 Employees Stock Purchase Plan is tax-qualified Internal Revenue Code Section 423 stock purchase
plan under which eligible employees are permitted to purchase shares of Walgreen Co. common stock at a 10% discount. As of
August 31, 2010, 19,498,137 shares remained available for issuance under this Plan.

The Walgreen Co. Long-Term Performance Incentive Plan is an incentive compensation plan that permits the grant of restricted
stock, restricted stock units, performance units and performance shares. The restricted stock unit and performance share
programs that are currently in place under this Plan are described in the “Compensation Discussion and Analysis” above. As
of August 31, 2010, 7,344,258 shares remained available for issuance under this Plan.

The Walgreen Co. Nonemployee Director Stock Plan does not have a specific number of shares reserved for issuance, and
therefore, shares remaining available for grant pursuant to the plan are not included in the table. Under the Plan, in fiscal
year 2010 directors received an annual share grant equal to $155,000 divided by the price of a share of common stock on
October 30,2009, the trading date preceding the grant date of November 1,2009, which was not a trading day. Each nonemployee
director may elect to receive this annual share grant in the form of shares or deferred stock units. Furthermore, through fiscal
year 2009, each nonemployee director received one-half of his or her quarterly Board retainer in shares or deferred stock units.
The number of shares is determined by dividing the dollar value of the quarterly retainer by the fair market value of a share
on the first trading day of each fiscal quarter. However, if the director elects deferred stock units, then the number of shares is
determined by dividing the dollar value of the quarterly retainer by the fair market value of a share on the day of each quarterly
Board meeting.

@ Share Walgreens is a stock purchase and stock option incentive compensation plan that allows eligible non-executive employees
to buy stock (up to a limited percentage of base annual salary) during specific window periods. For each share of common
stock an employee purchases through the plan, the employee will receive from one to three options to purchase additional
shares at a fixed price. The determination of the number of options is a function of the degree to which the Company attains
pre-established performance goals. For options granted prior to October 1, 2005, the option price equaled the lesser of: (a) the
average of the fair market value of a share of common stock on each of the first five trading days during the applicable window
period, or (b) the average of the fair market value of a share of common stock on each of the last five trading days during
such window period, with a floor price of not less than 15% of the fair market value of the stock on the last trading day of the
applicable window period. For options granted on or after October 1, 2005, the option price is the closing price of a share of
common stock on the grant date. There is a two-year holding period on purchased shares, and in most cases, options may be
exercised after this two-year period, or three-year period for grants made on or after October 31, 2008. Unexercised options
expire 10 years after the date of the grant, subject to earlier termination if the optionee’s employment ends. Options may be
granted until September 30, 2012, for an aggregate of 42 million shares of common stock. As of August 31, 2010, options to
acquire 17,213,306 shares were outstanding.
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The Walgreen Co. Broad Based Employee Stock Option Plan is an incentive compensation plan that permits the grant of
nonqualified stock options to eligible non-executive employees to celebrate the achievement of store opening milestones
(such as the opening of the Company’s 4,000th store), employees’ contributions to such milestones, and to generally reward
employees for devoting their continued best efforts to the business and affairs of the Company. For options granted to employees
in connection with store opening milestones, the Compensation Committee determines the number of options to be granted,
if any, and which non-executive employees who are employed as of the designated date will participate. Under the plan, the
Compensation Committee may also grant options from time to time to individual non-executive employees. The option price
for each grant equals the closing price of common stock on the designated grant date. Except as may be otherwise determined
by the Compensation Committee, each option vests three years after the date of the grant, and unexercised options expire 10
years after the date of the grant, subject to earlier termination if the optionee’s employment ends. The plan covers 15 million
shares of common stock. As of August 31, 2010, options to acquire 2,958,115 shares were outstanding.

Certain Relationships and Related Transactions

We engage in transactions, arrangements and relationships with many other entities, including vendors,
healthcare industry participants, financial institutions and professional organizations, in the course of ordinary
business activities. Some of our directors, executive officers and their respective immediate family members
may be directors, officers, partners, employees or stockholders of these entities. It is the Company’s policy
that the Nominating and Governance Committee review, approve or ratify any transaction in which Walgreens
participates and in which any related person has a direct or indirect material interest if such transaction
involves or is expected to involve payments of $120,000 or more in the aggregate per fiscal year. Related
person transactions reviewed by the Nominating and Governance Committee pursuant to this policy typically
are identified in questionnaires annually distributed to the Company’s directors and officers, certifications
submitted periodically by Walgreens officers related to their compliance with the Company’s Statement of
Ethics, or in communications made by the related person to the general counsel or other law department
personnel. Transactions that are not required to be disclosed pursuant to Item 404(a) of the Securities and
Exchange Commission’s Regulation S-K are generally not subject to review by the Committee because: the
amount involved in the transaction is less than $120,000; the related person’s only relationship to the other
party involved in the transaction is as a director; the related person’s interest arises solely from the ownership
of our stock and all holders of our stock received the same benefit on a pro rata basis; the transaction involves
rates or charges determined by competitive bids; or the transaction involves the rendering of services as a
common or contract carrier, or public utility, at rates or charges fixed in conformity with law or governmental
authority. In addition, compensation to our executive officers approved by our Compensation Committee
and compensation to our directors disclosed in our proxy statement are not deemed to involve a related
person transaction. This policy applies to transactions involving our directors and executive officers and their
immediate family members required to be reported under Item 404(a) of Regulation S-K.

The Nominating and Governance Committee approves a related person transaction only if the Committee
deems it to be in the best interests of the Company. No director may participate in the consideration of a
related person transaction in which he or she or an immediate family member is involved. In making these
determinations, the Committee will review and consider all relevant information available to it, including: the
Company’s rationale for entering into a related-person transaction and the potential benefits to the Company,
the terms of the transaction, whether the transaction is in the ordinary course of the Company’s business,
alternatives to the transaction, whether the transaction is on terms at least as fair to the Company as would be
the case were the transaction entered into with a third party, the potential for an actual or apparent conflict of
interest and any other information regarding the transaction or the related person that bear on the materiality
of the related person transaction under applicable law and listing standards.

Certain employees of the Company who received fiscal year 2010 compensation of more than $120,000
are related to a person who served as an executive officer or director of the Company during fiscal year 2010.
They include Kevin P. Walgreen, President, New Business Design Group and son of Charles R. Walgreen II1, a
former director of the Company, and Stewart B. Wasson, Vice President, Health Systems Solutions Group, and
the brother of Gregory D. Wasson, the President and Chief Executive Officer and a director of the Company.
Each employee’s compensation was comparable to other Company employees at similar levels.
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The Company acquired Take Care Health Systems in 2007. A critical consideration in the acquisition was
the retention of Take Care’s Chairman, Hal Rosenbluth, and his continued focus on and best efforts to grow
that company. Consistent with our discussions with him in connection with the acquisition, Mr. Rosenbluth,
now President, Health and Wellness, travels extensively in connection with his duties, frequently on a
private aircraft that is owned by him. During fiscal 2010, this aircraft was operated by two different charter
companies, Talon Air, Inc. and World Link Jet Charter. Neither the Company nor Mr. Rosenbluth has an
ownership interest in Talon Air or World Link Jet Charter and the charter rates paid in each case were at the
same rate, which the Company believes is at or below the market rate for similar aircraft. The Company paid
Talon Air approximately $845,000 for the charter of Mr. Rosenbluth’s aircraft for his business travel between
September 2009 and May 2010, and an entity controlled by Mr. Rosenbluth, in turn, received approximately
$531,000 from Talon Air. The Company paid World Link Jet Charter approximately $345,000 for the charter
of Mr. Rosenbluth’s aircraft for his business travel between June 2010 and the end of fiscal 2010, and an entity
controlled by Mr. Rosenbluth, in turn, received approximately $298,000 from World Link Jet Charter. While
the hourly rate paid by the Company to each of the charter companies used in fiscal 2010 was the same, the
entity controlled by Mr. Rosenbluth receives a greater proportion of the amounts paid to World Link Jet
Charter due to its agreement with World Link Jet Charter to bear a greater proportion of the operating costs,
including fuel. The Company’s policy is not to pay for any personal use of chartered aircrafts.

The Audit Committee Report shall not be deemed to be incorporated by reference into any filing made
by the Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, notwithstanding any
general statement contained in any such filing incorporating this proxy statement by reference, except to the
extent the Company incorporates such Report by specific reference.

Audit Committee Report
The Audit Committee of the Board of Directors has:
* Reviewed and discussed the audited financial statements with management;

* Discussed with Deloitte & Touche LLP, the Company’s independent registered public accounting
firm, the matters required to be discussed by the Statement of Auditing Standards No. 114 (The
Auditor’s Communication with Those Charged with Governance) (formerly, Statement on Auditing
Standards No. 61, as amended and as adopted by the Public Company Accounting Oversight Board
(“PCAOB”) in Rule 3200T); and

* Received the written disclosures and the letter from Deloitte & Touche LLP pursuant to applicable
requirements of the PCAOB regarding Deloitte & Touche LLP’s communications with the Committee
concerning independence, and discussed with Deloitte & Touche LLP its independence from
the Company.

In reliance on the review and discussions referred to above, the Audit Committee recommended to the
Board of Directors that the audited financial statements be included in the Company’s Annual Report on Form
10-K for the year ended August 31, 2010.

David Y. Schwartz, Chairman
Nancy M. Schlichting
Alejandro Silva

James A. Skinner
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Independent Registered Public Accounting Firm Fees and Services
Fees Paid to the Independent Registered Public Accounting Firm

All fees billed by Deloitte & Touche LLP for services rendered during fiscal years 2010 and 2009 are
as follows:

Fiscal Year 2010 Fiscal Year 2009

Audit FeesV. . ... ... . . $2,103,000 $2,217,000
Audit-Related Fees®. .. ....................... — —
Tax Fees® . .. ... . . 1,405,000 835,000
AllOtherFees............ ... ... — —
Total Fees . ....... . . $3,508,000 $3,052,000

o Audit fees cover: professional services performed by Deloitte in the audit of the Company’s annual financial statements
included in the annual report on Form 10-K; audit of the effectiveness of internal control over financial reporting; the review of
financial statements included in the Company’s quarterly reports on Form 10-Q; and services normally provided in connection
with statutory and regulatory filings or engagements.

@ Audit-related fees consist of fees billed for assurance and related services performed by Deloitte that are reasonably related to
the performance of the audit or review of the Company’s financial statements. Such services may include audits of employee
benefits plans and consultations with respect to financial reporting and accounting standards. There were no audit-related fees
approved during fiscal years 2010 and 2009 pursuant to the de minimis exception under Rule 2-01(c)(7)(i)(C) of Regulation
S-X promulgated by the SEC.

® Tax fees consist of fees billed for professional services performed by Deloitte with respect to tax compliance, tax advice and tax
planning. This includes preparation of original and amended tax returns for the Company and its subsidiaries, refund claims,
tax appeals, and tax work stemming from “Audit-Related” items. There were no tax fees approved during fiscal years 2010 and
2009 pursuant to the de minimis exception provided in Rule 2-01(c)(7)(i)(C) of Regulation S-X promulgated by the SEC.

Pre-Approval of Services Provided By the Independent Registered Public Accounting Firm

The Audit Committee is responsible for appointing, setting compensation for and overseeing the work
of the Company’s independent registered public accounting firm and has established a policy concerning
the preapproval of services performed by the Company’s independent registered public accounting firm.
Each proposed engagement not specifically identified by the SEC as impairing independence is evaluated
for independence implications prior to entering into a contract with the independent registered public
accounting firm for such services. The Audit Committee has approved in advance certain permitted services
whose scope is consistent with auditor independence. These services are (i) statutory audits of Company
subsidiaries, (ii) services associated with SEC registration statements, other documents filed with the SEC
or other documents issued in connection with securities offerings (for example, comfort letters or consents),
(iii) consultations related to adoption of new accounting or auditing pronouncements, disclosure requirements
or other accounting related regulations, (iv) audits of employee benefit plans, and (v) consultations related to
executive compensation, international tax compliance, federal tax compliance, sales tax compliance or tax
legislation not to exceed $10,000 in fees individually or $100,000 in fees in the aggregate annually. If the project
is in a permitted category, it is considered pre-approved by the Audit Committee. All other services require
specific pre-approval by the Audit Committee. Engagements with total fees less than $100,000 require the
approval of one member of the Audit Committee. Engagements with total fees greater than $100,000 require
the approval of the full Audit Committee. On a quarterly basis, the Audit Committee reviews a summary
listing all service fees, along with a reasonably detailed description of the nature of the engagement.

All audit, audit-related, and tax services performed by Deloitte in fiscal year 2010 were pre-approved
by the Audit Committee in accordance with the regulations of the SEC. The Audit Committee considered and
determined that the provision of nonaudit services by Deloitte during fiscal year 2010 was compatible with
maintaining auditor independence.
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PROPOSAL 2
Ratification of the Appointment of the Independent Registered Public Accounting Firm

In accordance with the Audit Committee’s charter, the Audit Committee has appointed Deloitte &
Touche LLP as the Company’s independent registered public accounting firm for the fiscal year ending
August 31, 2010. Deloitte has been the Company’s independent registered public accounting firm since May
2002, and is considered by management to be well-qualified.

Shareholder ratification of the Audit Committee’s selection of Deloitte as the Company’s independent
registered public accounting firm is not required by the Company’s By-laws or otherwise. The Board of
Directors, however, is submitting the selection of Deloitte to the shareholders for ratification. In the event
the shareholders do not ratify the appointment of Deloitte, the selection of an independent registered public
accounting firm will be determined by the Audit Committee after careful consideration of any information
submitted by the shareholders. In addition, even if the shareholders ratify the selection of Deloitte, the Audit
Committee may in its discretion appoint a different independent accounting firm at any time during the year
if the Audit Committee determines that a change is in the best interest of the Company.

Representatives of Deloitte are expected to be present at the Annual Meeting to respond to shareholders’
questions and to have the opportunity to make any statements they consider appropriate.

The affirmative vote of a majority of the shares represented in person or by proxy and entitled to vote is
required for the approval of this proposal.

The Board of Directors unanimously recommends that shareholders vote FOR the ratification of
the appointment of Deloitte & Touche LLP as the Company’s Independent Registered Public Accounting
Firm. Proxies solicited by the Board will be so voted unless shareholders specify a contrary choice in
their voting instructions.

PROPOSAL 3

Amendment to the Walgreen Co. Articles of Incorporation to Revise the Purpose Clause

In connection with the proposed amendments to our Articles of Incorporation described below in Proposal
Nos. 4 and 5 of this proxy statement, we reviewed our Articles of Incorporation for other amendments that may
be warranted at this time. As a result of this review, the Board of Directors has approved, and recommends that
shareholders approve, an amendment to Walgreens Articles of Incorporation to revise the purpose clause.

Restated Article R-IV contains the purpose clause of the Corporation. This Article currently provides that:
The purpose or purposes for which the corporation is organized are:

To manufacture, compound, buy, sell, and generally deal in drugs, medicines, chemicals
and druggists’ sundries of all kinds at wholesale and retail together with all goods, wares
and merchandise.

We are proposing that Restated Article R-IV be amended to read in its entirety as follows:
The purpose or purposes for which the corporation is organized are:

To engage in any or all lawful acts or activities for which corporations may be
incorporated under the Illinois Business Corporation Act of 1983, as amended
(the “IBCA™).

The original Articles of Incorporation were initially filed with the Secretary of State of Illinois on
February 15, 1909. Consistent with historical practices from the early 1900’s, the existing Articles of
Incorporation provide, in Article R-1V, a litany of specific activities in which the Company may engage. The
proposed amendment would amend the purpose clause of the Articles of Incorporation to reflect modern
Illinois corporate law practice and provide greater flexibility to the Company to adjust its business activities
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in dynamic and constantly evolving business and market conditions. The Board believes that the new purpose
clause would benefit shareholders by allowing the Company to engage in the widest range of business activities
permitted under Illinois law.

If this proposal is approved by sharcholders at the Annual Meeting, the proposed amendment to the
Articles of Incorporation described in this proposal will become effective upon the filing of Articles of
Amendment to the Articles of Incorporation with the Illinois Secretary of State. Walgreens intends to make
this filing promptly after the Annual Meeting if this proposal is approved.

If this proposal is not approved by shareholders at the Annual Meeting, the proposed amendment to the
Articles of Incorporation described in this proposal will not be implemented and the purpose clause of the
Articles of Incorporation will not change.

The affirmative vote of at least two-thirds of the outstanding shares entitled to vote is required for the
approval of this proposal.

The Board of Directors unanimously recommends that shareholders vote FOR this proposed
amendment to the Walgreen Co. Articles of Incorporation. Proxies solicited by the Board will be so
voted unless shareholders specify a contrary choice in their voting instructions.

PROPOSAL 4

Amendment to the Walgreen Co. Articles of Incorporation to Eliminate certain Super-Majority
Vote Requirements

In furtherance of the Company’s ongoing corporate governance initiatives, the Board of Directors has
approved, and recommends that shareholders approve, anamendment to the Walgreens Articles of Incorporation
to eliminate the super-majority vote provisions described below. The text of the proposed amendment to the
Articles of Incorporation described in this proposal is set forth in Annex A to this Proxy Statement with
deletions shown as strikethrough text.

Following the Walgreens January 2010 Annual Meeting of Shareholders, the Nominating and
Governance Committee engaged in a review of the super-majority vote provisions in the Walgreens Articles
of Incorporation and under applicable Illinois law, taking into account a variety of perspectives. In proposing
these amendments, the Board considered that under certain circumstances, super-majority voting provisions
can provide benefits to the Company and its shareholders. For example, in the event of an unsolicited bid to
take over or restructure the Company, the super-majority voting provisions encourage bidders to negotiate with
the Board, increase the Board’s negotiating leverage on behalf of the shareholders, and give the Board time
to consider alternatives that might provide greater value for all shareholders. Although these measures can be
beneficial, the Board recognizes that many shareholders now view such supermajority vote requirements as a
limitation on the ability of a majority of shareholders to effect certain corporate actions.

The Board also considered the potential adverse consequences of continuing to maintain these super-
majority voting requirements. Maintaining these super-majority requirements could make it more difficult for
the Company to secure shareholder approval for the various actions described below should we wish to do so.
While it is important to the Company’s long-term success to maintain appropriate defenses against inadequate
takeover bids, it is also important for the Board to maintain shareholder confidence by demonstrating that it
is responsive and accountable to shareholders and committed to strong corporate governance. This requires
the Board to carefully balance sometimes competing interests. In this regard, the Board gave considerable
weight to the fact that a shareholder proposal presented in the proxy statement for last year’s Annual Meeting
that sought to have the Board take steps to eliminate super-majority vote provisions in the Company’s
Articles of Incorporation and By-laws was approved by a substantial majority of our shareholders. The
Board recognizes the growing sentiment of many Walgreens shareholders, as expressed most recently at last
year’s Annual Meeting, that the elimination of the super-majority vote provisions could increase the Board’s
accountability to shareholders and the ability of shareholders to participate effectively in the Company’s
corporate governance.
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In light of these considerations, and upon the recommendation of the Nominating and Governance
Committee, the Board determined to recommend to shareholders that the Articles of Incorporation be amended
to eliminate the super-majority voting provisions described below. By recommending these amendments, the
Board is demonstrating its accountability and willingness to take steps that address sharcholder-expressed
concerns.

Summary of Proposed Amendment

The following is a summary of the material terms of the proposed amendment. It also summarizes
relevant provisions of the Illinois Business Corporation Act of 1983, as amended. Since the terms of our
Articles of Incorporation and the IBCA are more detailed than the general information provided below, we
urge you to read the actual provisions of those documents. The following summary is subject in all respects
to applicable Illinois law, our amended and restated Articles of Incorporation and the text of the proposed
amendment set forth in Annex A.

Vote required under IBCA to Effect Certain Transactions. As currently in effect, the IBCA requires
the approval by two-thirds of all outstanding shares of the Company entitled to vote on the matter to effect any
of the following actions:

* toadoptany amendmentto the Articles of Incorporation of our Company that is subject to a shareholder
vote pursuant to Section 10.20 of the IBCA;

* to merge our Company into another company, to consolidate our Company with another company, or
to effect a share exchange under which the Company becomes a subsidiary of another company and its
stock is exchanged for the stock of that other company (which would be the Company’s new parent),
in a transaction that is subject to a shareholder vote pursuant to Section 11.20(a) of the IBCA;

* tosell, lease, exchange or otherwise dispose of all or substantially all of our assets outside the ordinary
course of business in a transaction that is subject to a shareholder vote pursuant to Section 11.60 of the
IBCA; or

* to voluntarily dissolve our Company in a transaction that is subject to a shareholder vote pursuant to
Section 12.15(c) of the IBCA.

These two-thirds of the outstanding shares supermajority vote requirements are the default provisions
under the IBCA applicable to all Illinois corporations that (like Walgreens) have not specified a different
standard in their articles of incorporation. I1linois law permits a corporation to alter these statutory shareholder
vote requirements by specifying a different standard in its articles of incorporation. Accordingly, the Board of
Directors has approved an amendment to the Articles of Incorporation that would, if approved by shareholders
at the Annual Meeting and when effected, reduce the required vote threshold for each of the foregoing matters
from two-thirds to a majority of all outstanding shares entitled to vote on the matter.

The Company has no current plans to effect any of the actions listed above. Approving the amendments
at this time will make it easier in the future for the Company to secure shareholder approval for these actions,
should we wish to do so. It is important to understand that lowering the voting thresholds for these actions
is not the same as actually taking the underlying substantive actions. You are not being asked to vote at this
time to approve any actions of the type described in the amendments. At this time, you are only being asked
to lower the voting thresholds associated with subsequent shareholder approval of these actions, should any
of these actions later become the subject of future consideration by the Company’s shareholders. Assuming
that sufficient favorable votes are received at this meeting on this proposal and the Company’s Articles of
Incorporation are amended to lower the required vote thresholds, the Company would still be required to
solicit the approval of a majority of the outstanding shares entitled to vote in order to implement any of these
types of actions.
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Illinois “Business Combination” Statutory Provision. Section 11.75 of the IBCA prohibits certain
“business combinations” between an “interested shareholder” (generally defined as a person who, together
with any affiliates or associates, becomes the beneficial owner, directly or indirectly, of 15% or more of the
outstanding voting shares of the corporation) and a subject Illinois corporation for a period of three years after
the date the interested shareholder becomes an interested shareholder, unless:

 the business combination or the transaction that resulted in the shareholder becoming an interested
shareholder is approved by the corporation’s board of directors prior to the date the interested
shareholder becomes an interested shareholder (IBCA Section 11.75(a)(1));

 the interested shareholder acquired at least 85% of the voting stock of the corporation (other than
stock held by directors who are also officers or by certain employee stock plans) in the transaction in
which it becomes an interested shareholder (IBCA Section 11.75(a)(2)); or

» the business combination is approved by (i) a majority of the board of directors, and (ii) by the
affirmative vote of 66 2/3% of the outstanding voting stock that is not owned by the interested
shareholder at a meeting of shareholders (IBCA Section 11.75(a)(3)).

“Business combinations” for this purpose (and for purposes of IBCA Section 7.85 described below) include
mergers, consolidations, sales or other dispositions of assets having an aggregate value in excess of 10% of the
consolidated assets of the corporation, and certain transactions that would increase the interested shareholder’s
proportionate share ownership in the corporation.

[llinois law permits a corporation to alter certain statutory shareholder vote requirements by specifying
a different standard in its articles of incorporation. The proposed amendment to the Company’s Articles of
Incorporation would, if approved by shareholders at the Annual Meeting and effected, reduce the shareholder
vote threshold specified by Section 11.75(a)(3) of the IBCA from the affirmative vote of 66 2/3% of the
outstanding voting stock that is not owned by the interested shareholder to the affirmative vote of a majority of
the outstanding voting stock that is not owned by the interested shareholder. Implementation of the proposed
amendment would not otherwise change the applicability of Section 11.75 to the Company or the other terms of
that statutory provision, including the requirement that a transaction approved in reliance on Section 11.75(2)(3)
be approved by a majority of the board of directors.

Illinois “Fair Price” Statutory Provision. In addition to any shareholder approval of a business
combination required by Section 11.75, IBCA Section 7.85 imposes a separate shareholder approval requirement
for business combinations involving a “reporting company,” such as Walgreens, and an interested shareholder.
Section 7.85 generally requires that such a business combination be approved by the holders of at least
80% of the combined voting power of the then outstanding shares of all classes of the reporting company’s
capital stock entitled to vote generally in the election of directors and a majority of the voting shares held
by disinterested shareholders of the reporting company. This separate shareholder approval requirement for
reporting companies is not applicable if the business combination is approved by at least two-thirds of the
directors who are not associated with the interested shareholder or if certain “fair price” (generally, that
the interested shareholder pay the higher of the highest price paid in the past two years by the interested
shareholder for any of its shares or the market price of the shares on the first trading day after announcement of
its status as an interested shareholder), procedural and other requirements specified in Section 7.85 are met.

The proposed amendment to the Company’s Articles of Incorporation states that it would, if approved
by shareholders at the Annual Meeting and when effected, reduce the required shareholder vote specified
above to the affirmative vote of a majority of the combined voting power of the then outstanding shares of all
classes and series of the corporation entitled to vote generally in the election of directors voting together as
a single class and the majority of the voting shares held by the disinterested shareholders. Implementation of
the proposed amendment would not otherwise change the applicability of Section 8.75 to the Company or the
other voting requirements and terms of that statutory provision.
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Vote required to Amend the Terms of the Series A Junior Participating Preferred Stock. In July
1986, the Board of Directors established and designated a series of preferred stock entitled Junior Participating
Preferred, Series A (the “Series A Preferred Stock™) and fixed and determined the relative rights and
preferences of that series. The terms of the Series A Preferred Stock are now included in the Company’s
Articles of Incorporation. There are no outstanding shares of Series A Preferred Stock as of the date of this
Proxy Statement. The authorized shares of Series A Preferred Stock are available for future issuance, though
the Company has no present plan or intention to issue any such shares.

Section 10 of the Series A Preferred Stock currently provides that the Restated Certificate of Incorporation,
as amended, of the Corporation shall not be amended in any manner that would materially alter or change
the powers, preferences or special rights of the Series A Preferred so as to affect them adversely without the
affirmative vote of the holders of two-thirds of the outstanding shares of Series A Preferred, voting together
as a single class.

The proposed amendment to the Company’s Articles of Incorporation would, if approved by shareholders
at the Annual Meeting and effected, reduce the shareholder vote threshold specified by Section 10 of the
Series A Preferred Stock from the affirmative vote of the holders of two-thirds of the outstanding shares
of Series A Preferred, voting together as a single class to the affirmative vote of the holders of a majority
of the outstanding shares of Series A Preferred, voting together as a single class. In addition, the reference
in Section 10 to “Restated Certificate of Incorporation, as amended” would be changed to “Amended and
Restated Articles of Incorporation”. Implementation of the proposed amendment would not otherwise change
the terms of the authorized but unissued Series A Preferred Stock.

Implementation of Proposed Amendment

If this proposal is approved by sharecholders at the Annual Meeting, the proposed amendment to the
Articles of Incorporation described in this proposal will become effective upon the filing of Articles of
Amendment to the Articles of Incorporation with the Illinois Secretary of State. Walgreens intends to make
this filing promptly after the Annual Meeting if this proposal is approved.

If this proposal is not approved by shareholders at the Annual Meeting, the proposed amendment to
the Articles of Incorporation described in this proposal will not be implemented and the shareholder vote
requirements described in this proposal will not change.

The affirmative vote of at least two-thirds of the outstanding shares entitled to vote is required for the
approval of this proposal.

The Board of Directors unanimously recommends that shareholders vote FOR this proposed
amendment to the Walgreen Co. Articles of Incorporation. Proxies solicited by the Board will be so
voted unless shareholders specify a contrary choice in their voting instructions.

PROPOSAL 5

Amendment to the Walgreen Co. Articles of Incorporation to Eliminate the “Fair Price”
Charter Provision

In addition to the Illinois “fair price” statutory provision described above (in Proposal No. 4), the
Company’s Articles of Incorporation contains an additional “fair price” provision in Article R-V, Section 3. In
furtherance of the Company’s ongoing corporate governance initiatives, the Board of Directors has approved,
and recommends that shareholders approve, an amendment to the Walgreens Articles of Incorporation to
eliminate the “fair price” provision currently set forth in Article R-V, Section 3 of the Articles of Incorporation
under the caption “Provisions Applicable to Certain Business Combinations.” The text of the proposed
amendment to the Articles of Incorporation described in this proposal is set forth in Annex B to this Proxy
Statement with deletions shown as strikethrough text.
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Summary of Proposed Amendment

The following is a summary of the material terms of the proposed amendment. Since the terms of our
Articles of Incorporation and the IBCA are more detailed than the general information provided below, we
urge you to read the actual provisions of those documents. The following summary is subject in all respects
to applicable Illinois law, our amended and restated Articles of Incorporation and the text of the proposed
amendment set forth in Annex B.

As currently in effect, Article R-V, Section 3 of the Walgreens Articles of Incorporation generally requires the
vote of the holders of not less than eighty percent (80%) of the outstanding shares of common stock of Walgreens
for the approval or authorization of certain “business combinations” with a “substantial shareholder” (generally
defined as a person who, together with any affiliates or associates, becomes the beneficial owner, directly or
indirectly, of 10% or more of the outstanding common shares) of the Company. This separate sharcholder approval
requirement is not applicable if the business combination is approved by at least two-thirds of the directors who are
not associated with the substantial sharcholder or if certain “fair price” (generally, that the substantial shareholder
pay the highest price previously paid by the substantial shareholder for any of its shares), procedural and other
requirements specified in Article R-V, Section 3 are met. This provision may be repealed or amended only by the
vote of 80% of the outstanding common stock at a shareholder meeting called for that purpose.

In connection with its corporate governance review described in Proposal No. 4 above, the Board
reviewed the “fair price” provision in Article R-V, Section 3 of the Company’s Articles of Incorporation and
approved, and recommends that shareholders approve, an amendment to Walgreens Articles of Incorporation
to eliminate that provision. This determination was based upon consideration of the balancing of interests
described in Proposal No. 4 above, as well as the recognition that any amendment to the provision that reduced
the 80% shareholder vote requirement to a majority vote requirement would, as a practical matter, eliminate
any value of the remaining provision as a defensive measure. If this proposal is adopted and implemented,
the Company would still be subject to Section 7.85 and Section 11.75 of the IBCA, which, under certain
circumstances, would require a shareholder vote for approval of a “business combination” with an interested
shareholder who beneficially owns 15% or more of the outstanding voting shares as described in Proposal
No. 4 above.

Implementation of Proposed Amendment

If this proposal is approved by shareholders at the Annual Meeting, the proposed amendment to Article
R-V of the Articles of Incorporation to delete Section 3 thereof (“Provisions Applicable to Certain Business
Combinations”) in its entirety will become effective upon the filing of Articles of Amendment to the Articles
of Incorporation with the Illinois Secretary of State. Walgreens intends to make this filing promptly after the
Annual Meeting if this proposal is approved.

If this proposal is not approved by shareholders at the Annual Meeting, the proposed amendment to
Article R-V, Section 3 of the Articles of Incorporation will not be implemented.

The affirmative vote of at least 80% of the outstanding shares of common stock is required for the
approval of this proposal.

The Board of Directors unanimously recommends that shareholders vote FOR this proposed
amendment to the Walgreen Co. Articles of Incorporation. Proxies solicited by the Board will be so
voted unless shareholders specify a contrary choice in their voting instructions.
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PROPOSAL 6
Shareholder Proposal Regarding Special Shareholder Meetings

Mr. John Chevedden, 2215 Nelson Avenue, No. 205, Redondo Beach, California 90278, the beneficial
owner of more than $2,000 of the Company’s common stock, has notified us that he intends to present a
proposal at the Annual Meeting. The proposal is set forth below. Walgreens accepts no responsibility for the
accuracy of the proposal or the proponent’s supporting statement. Your Board recommends that you vote
AGAINST this proposal.

Shareholder Proposal:
6 — Special Shareholder Meetings

RESOLVED, Shareowners ask our board to take the steps necessary (unilaterally if possible) to amend
our relevant governing documents to give holders of 10% of our outstanding common stock (or the lowest
percentage allowed by law above 10%) the power to call a special sharcowner meeting. Small sharcowners
can be part of this 10%-threshold.

A special meeting allows shareowners to vote on important matters, such as electing new directors, that
can arise between annual meetings. This proposal does not impact our board’s current power to call a special
meeting. This proposal topic won more than 60% support at the following companies: CVS Caremark (CVS),
Sprint Nextel (S), Safeway (SWY), Motorola (MOT) and R. R. Donnelley (RRD).

The merit of this Special Shareowner Meeting proposal should also be considered in the context of the
need for improvement in our company’s 2010 reported corporate governance status:

William Foote was designated a “Flagged (Problem) Director” by The Corporate Library
www.thecorporatelibrary.com, an independent investment research firm, due to his service with USG
Corporation, which filed for bankruptcy. This was compounded by Mr. Foote chairing our key Nomination
Committee and serving on our Executive Pay committee.

We had three CEOs in 2009 including Jeffrey Rein. Mr. Rein served as CEO for only two months, yet
he received his full salary for the year ($1.2 million) as well as incentive pay ($1.5 million). Overall, Mr. Rein
received more than $8.6 million in pay and benefits upon departure. Plus our stock was priced above $50 in
2006 and traded below $30 in 2010.

As a measure of our shareholder disapproval, the three directors on our executive pay committee
(William Foote, Nancy Schlichting and James Skinner) received more than 3-times as many against-votes
compared to our other directors.

Our company had a practice of paying tax gross-ups and dividends on unvested stock awards to certain
executives. Paying dividends on stock awards that are yet to be earned is unfair to shareholders. These practices
indicated that pay practices at our company may not be well-aligned with shareholder interests. Only 46% of
CEO pay was incentive based.

The 2010 simple majority vote shareholder proposal won more than 74%-support at our annual meeting.
The Council of Institutional Investors www.cii.org recommends that management adopt shareholder proposals
upon receiving their first majority vote.

The above concerns show there is need for improvement. Please encourage our board to respond positively
to this proposal: Special Shareowner Meetings — Yes on 6.
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Board’s Statement in Opposition:

The Board of Directors recommends that sharcholders vote AGAINST this proposal for the
following reasons:

Our By-laws already provide our shareholders with the right to call a special meeting. The Company
agrees that it is important for sharcholders to have the right to call a special meeting. In fact, the Company’s
By-laws already provide that a single shareholder or group of shareholders owning at least one-fifth (20%) of
all of the outstanding shares of Walgreen Co. may call a special meeting of sharcholders, which is consistent
with Illinois law. The proponent’s modification of the numerical percentage of stock necessary for shareholders
to call a special meeting is the only difference between the new proposal and the current provision of our
By-laws.

The current By-law provision balances the interests of all shareholders as a whole. Special
shareholder meetings place a substantial burden on the Company. For a company with as many shareholders
as Walgreens, a special meeting is an expensive and time-consuming affair because of the costs in preparing
required disclosure documents, printing and mailing costs, and the time commitment required of the Board
and members of senior management to prepare for and conduct the meeting. Limits on the ability to call such
meetings are intended to strike a balance between shareholders’ ability to call such a meeting in appropriate
circumstances, while avoiding the risk that a relatively small group would seek to impose the burden of a
meeting on other shareholders.

The Board believes that the current 20% ownership threshold provides an appropriate balance between
ensuring the Board’s accountability to a significant percentage of sharecholders and enabling the Board and
management to operate the Company effectively. Reducing this threshold to 10% would enable a small
minority of shareholders, who may not be supported by or representative of the majority of shareholders,
to unnecessarily divert Company resources and time to matters that may be insignificant to the majority
of shareholders or the long-term strategic or financial goals of the Company. Special shareholder meetings
should be called for extraordinary events that have time urgency and cannot be postponed until the next
annual meeting. Permitting holders of only 10% of Walgreen Co. shares to call a special meeting for any
purpose, at any time and as often as such shareholders wish, would impose significant administrative and
financial burdens on Walgreens, and distract the management and Board from their proper focus of operating
the business and maximizing financial returns even if 90% of our outstanding shares have little interest in or
oppose the matters to be considered at the meeting.

Management welcomes shareholder input on corporate governance. Compared to calling a special
meeting, there are other, simpler ways in which shareholders can make their views known to the Company.
We strive to maintain open lines of communication with our shareholders and have been responsive to their
input. Our senior executives engage our sharcholders periodically to invite comments on governance matters
and shareholder proposals. We meet throughout the year with shareholders interested in our practices.

In addition, Walgreens has strong corporate governance standards and practices that demonstrate the
Board’s accountability to, alignment with, and responsiveness to its shareholders. For example:

* All directors are elected annually; the Company does not have a staggered Board.

* The Company’s By-laws provide that directors must be elected by a majority vote of the shares
represented in person or by proxy and entitled to vote.

* The Company has an independent non-executive Chairman of the Board.

*  Under the proxy rules and the Company’s By-laws, shareholders may submit proposals for inclusion
in Walgreens proxy statement and nominate directors for election.

*  The Company’s corporate governance documents do not contain super-majority voting provisions
(other than provisions proposed to be eliminated as described in Proposals 4 and 5) and Walgreens
does not have a shareholder rights plan or “poison pill.”
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e As described elsewhere in this proxy statement, shareholders also may communicate directly with
the Board of Directors on important matters pertaining to Walgreens business.

The Board believes that the Company’s current By-laws and governance practices ensure accountability
to shareholders and enable the Board and management to operate Walgreens effectively. The Board also
believes that maintaining the current 20% ownership threshold for calling special meetings reduces the risk
of a special-interest group unduly burdening the Company and its shareholders with significant costs and
distraction, while still allowing legitimate shareholder concerns to be advanced. Accordingly, the Board
believes that adopting this proposal is inadvisable and not in the best interest of the Company and its
shareholders.

The affirmative vote of a majority of the shares represented in person or by proxy and entitled to vote is
required for the approval of this shareholder’s proposal.

TheBoard of Directors unanimously recommends that shareholders vote AGAINST this shareholder
proposal. Proxies solicited by the Board will be so voted unless shareholders specify a contrary choice
in their voting instructions.

PROPOSAL 7

Shareholder Proposal on a Policy That a Significant Portion of Future Stock Option Grants to
Senior Executives Should be Performance-Based

The Massachusetts Laborers’ Pension Fund, 14 New England Executive Park, Suite 200, P.O. Box 4000,
Burlington, Massachusetts 01803, the beneficial owner of more than $2,000 of the Company’s common stock,
has notified us that it intends to present a proposal at the Annual Meeting. The proposal is set forth below.
Walgreens accepts no responsibility for the accuracy of the proposal or the proponent’s supporting statement.
Your Board recommends that you vote AGAINST this proposal.

Shareholder Proposal:

Resolved: Thatthe shareholders of Walgreen Company (the “Company”) request that the Compensation
Committee of the Board of Directors adopt a policy that a significant portion of future stock option grants
to senior executives shall be performance-based. Performance-based options are defined as follows: (1)
indexed options, in which the exercise price is linked to an industry or well-defined peer group index; (2)
premium-priced stock options, in which the exercise price is set above the market price on the grant date; or
(3) performance-vesting options, which vest when a performance target is met.

Supporting Statement: Aslong-termshareholders of the Company, we support executive compensation
policies and practices that provide challenging performance objectives and serve to motivate executives to
enhance long-term corporate value. We believe that standard fixed-price stock option grants can and often
do provide levels of compensation well beyond those merited, by reflecting stock market value increases, not
performance superior to the company’s peer group.

Our shareholder proposal advocates performance-based stock options in the form of indexed, premium-
priced or performance-vesting stock options. With indexed options, the option exercise price moves with an
appropriate peer group index so as to provide compensation value only to the extent that the company’s stock
price performance is superior to the companies in the peer group utilized. Premium-priced options entail the
setting of an option exercise price above the exercise price used for standard fixed-priced options so as to
provide value for stock price performance that exceeds the premium option price. Performance-vesting options
encourage strong corporate performance by conditioning the vesting of granted options on the achievement of
demanding stock and/or operational performance measures.
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Our shareholder proposal requests that the Company’s Compensation Committee utilize one or more
varieties of performance-based stock options in constructing the long-term equity portion of the senior
executives’ compensation plan. The use of performance-based options, to the extent they represent a significant
portion of the total options granted to senior executives, will help place a strong emphasis on rewarding
superior corporate performance and the achievement of demanding performance goals.

Leading investors and market observers, such as Warren Buffet and Alan Greenspan, have criticized
the use of fixed-price options on the grounds that they all too often reward mediocre or poor performance.
The Conference Board’s Commission on Public Trust and Private Enterprise in 2002 looked at the issue of
executive compensation and endorsed the use of performance-based options to help restore public confidence
in the markets and U.S. corporations.

At present, the Company does not employ performance-based stock options as defined in this proposal,
so shareholders cannot be assured that only superior performance is being rewarded. Performance-based
options can be an important component of a compensation plan designed to focus senior management on
accomplishing long-term corporate strategic goals and superior long-term corporate performance. We urge
your support for this important executive compensation reform.

Board’s Statement in Opposition:

The Board of Directors recommends that shareholders vote AGAINST this proposal, which is identical
to a proposal submitted by the same proponent and subsequently rejected by shareholders at last year’s Annual
Meeting, for the following reasons:

The Board of Directors and the Compensation Committee strongly embrace the concept of pay-for-
performance in executive compensation. The Board of Directors of the Company believes that performance-
based compensation is an essential component of executive compensation. As described below (and in greater
detail in the Compensation Discussion and Analysis section above), our compensation program currently ties
a substantial portion of executive compensation to achievement of challenging performance goals. Under our
program, when the Company’s performance improves, both senior executives and shareholders benefit. At its
July 2010 meeting, the Compensation Committee, after consultation with advisors, carefully considered the
potential benefits and detriments of the type of options contemplated by this proposal and determined that
implementation was not necessary or advisable since the Company’s current compensation program already
includes significant elements of performance-based compensation as described below.

An important component of the Company’s compensation program is the long-term incentive
performance share award. Performance share awards are contingent upon senior executives achieving
Company benchmarks stretching over three years. Performance goals are set for each three-year period by
the Compensation Committee and can relate to, among other things, return on invested capital. Shares are
only awarded under this program if performance thresholds are met. Similarly, short-term incentives under
the Company’s compensation program reward senior executives based on achievement of individual and
Company objectives over one-year periods.

Additional long-term incentives awarded under the program are fixed-price stock options and restricted
stock units. Stock options and restricted stock units have a three year vesting requirement, and appreciate only
if the Company’s stock price increases. More specifically, stock options are granted at fair market value on the
date of the grant. The options have no value unless the Company’s stock price improves and the senior executive
remains with the Company until the options vest. Similarly, senior executives may only realize appreciation
from restricted stock units if the value of the Company’s stock rises and the senior executive remains with
the Company until the units vest. Therefore, stock options and restricted stock units are inherently tied to
increases in shareholder value. The Board believes that this reflects the most widely used approach among
public companies.
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The Compensation Committee, which consists entirely of independent directors and is the governing
body best suited to formulate executive compensation principles and practices that reflect the interests of
shareholders, must have the flexibility to structure effective and competitive compensation programs. The
Compensation Committee seeks to ensure that the Company attracts, retains and motivates a talented and
experienced leadership team by maintaining a senior executive compensation program that is competitive and
designed to foster achievement of the strategic, operational and financial goals of the Company. In designing
appropriate compensation arrangements, the Compensation Committee considers many factors, such as our
internal goals, the tax and accounting consequences of various arrangements, the practices of our competitors,
and prevailing pay rates. Adopting rigid policies that do not recognize that superior performance is multi-faceted
or that otherwise limit our ability to design effective and competitive compensation programs will not help us to
achieve our goals. Accordingly, the Board believes that the Compensation Committee should continue to have
the flexibility to structure our executive compensation programs using a variety of incentives and performance-
based arrangements that balance these considerations so that Walgreens can attract and retain executives of
outstanding ability and motivate them to achieve superior performance. Limiting this flexibility would place
the Company at a competitive disadvantage in recruiting, retaining and motivating senior executives.

The affirmative vote of a majority of the shares represented in person or by proxy and entitled to vote is
required for the approval of this Shareholder’s proposal.

The Board of Directors unanimously recommends that shareholders vote AGAINST this shareholder
proposal. Proxies solicited by the Board will be so voted unless shareholders specify a contrary choice
in their voting instructions.

Householding

The Company has adopted a procedure approved by the SEC called “householding.” Under this procedure,
shareholders of record who have the same address and last name receive only one proxy statement and Annual
Report, unless one or more of these shareholders notifies the Company that they would like to continue to
receive individual copies. This reduces printing costs and postage fees. If, because of multiple accounts, you
are still receiving multiple copies of the Company’s proxy statement and Annual Report at a single address
and wish to receive a single copy, or if you participate in householding and wish to receive a separate copy
of the Annual Report or proxy statement, or prefer to receive separate copies of future materials, and your
shares are registered directly through the Company’s transfer agent, please contact Wells Fargo Bank, N.A., at
(888) 368-7346, or inform them in writing at 161 North Concord Exchange Street, South Saint Paul, Minnesota
55075. If your shares are held through a brokerage account, please contact your broker directly.

Shareholders who participate in householding will continue to receive separate proxy cards to vote their
shares. Householding does not in any way affect dividend check mailings.

Shareholder Proposals for the Next Annual Meeting

Shareholders may submit proposals appropriate for shareholder action at the Company’s Annual Meeting
consistent with the regulations of the SEC. For proposals to be considered for inclusion in the proxy statement
for the Annual Meeting scheduled on January 11, 2012, the proposals must be received by the Company no
later than July 26, 2011. Such proposals should be directed to Walgreen Co., Attention: Corporate Secretary,
200 Wilmot Road, Deerfield, Illinois 60015.

Shareholder proposals that are not intended for inclusion in the Company’s proxy statement may be
brought before an Annual Meeting in accordance with the advance notice procedures described in the
Company’s By-laws. For the Annual Meeting on January 11, 2012, the Corporate Secretary must receive
notice of the proposal on or after September 14, 2011 and no later than October 14, 2011. Shareholder proposals
must be in proper written form and must meet the detailed disclosure requirements set forth in the Company’s
By-laws, including a description of the proposal, the relationship between the proposing shareholder and
the underlying beneficial owner, if any, and such parties’ stock holdings and derivative positions in the
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Company’s securities. The Company’s By-laws also require that shareholder proposals concerning nomination
of directors provide additional disclosure, including information the Company deems appropriate to ascertain
the nominee’s qualifications to serve on the Company’s Board of Directors, disclosure of compensation
arrangements between the nominee, the nominating shareholder and the underlying beneficial owner, if any,
and other information required to comply with the proxy rules and applicable law.

By order of the Board of Directors,

Duva Lo

DANA I. GREEN
Corporate Secretary

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of
Shareholders to be held on January 12, 2011

The Notice of Annual Meeting, Proxy Statement and the 2010 Annual Report are available at
WWW.proxyvote.com.

On this website, the Company also has made available its 2010 Annual Report on Form 10-K, as
filed with the SEC, including the financial statements and schedules. The Company will furnish, on
written request and without charge, a printed copy of the Annual Report on Form 10-K to each person
whose proxy is solicited and to each person representing that, as of the record date for the meeting, he
or she was a beneficial owner of shares entitled to be voted at the meeting. Such written request should
be directed to Walgreen Co., c/o Shareholder Relations, Mail Stop #2261, 200 Wilmot Road, Deerfield,
Illinois 60015.
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Annex A
Walgreen Co.
Proposed Amendment to Articles of Incorporation

(Proposal No. 4)

New Article IX is proposed to be added to the Walgreen Co. Articles of Incorporation:

ARTICLE IX

1. Notwithstanding any higher shareholder vote requirement set forth in the IBCA sections referenced
in this Article (each of which is hereby superseded and replaced): (a) the affirmative vote of at least
a majority of the votes of the shares entitled to vote on such matter (unless any class or series of
shares is entitled to vote as a class in respect thereof, in which event such authorization shall require
the affirmative vote of the holders of at least a majority of the outstanding shares of each class or
series of shares entitled to vote as a class on such matter, and of the total outstanding shares entitled
to vote on such matter) shall be required for the shareholders of the Corporation to approve: (i) any
amendment of these Articles of Incorporation subject to a shareholder vote pursuant to Section
10.20 of the IBCA (or any successor thereto), (ii) a proposed merger, consolidation or exchange
subject to a shareholder vote pursuant to Section 11.20(a) of the IBCA (or any successor thereto), (iii)
a sale, lease, exchange or other disposition of assets subject to a shareholder vote pursuant to Section
11.60 of the IBCA (or any successor thereto), and (iv) a voluntary dissolution of this Corporation
subject to a sharcholder vote pursuant to Section 12.15(c) of the IBCA (or any successor thereto);
and (b) the affirmative vote of at least a majority of the outstanding voting shares that are not owned
by the interested shareholder shall be required for the shareholders of the Corporation to approve
any proposed business combination with any interested shareholder subject to a shareholder vote
pursuant to Section 11.75(a)(3) of the IBCA (or any successor thereto).

2. The reference in Section 7.85(B)(i) of the IBCA (or any successor thereto) to “at least 80% of the
combined voting power of the then outstanding shares” is hereby superseded and replaced by
the phrase “at least a majority of the combined voting power of the then outstanding shares” for
purposes of determining whether the shareholder vote requirement set forth in Section 7.85(B)(i)
of the IBCA (or any successor thereto) has been satisfied with respect to the Corporation. Except
as expressly modified hereby, the provisions of Section 7.85 of the IBCA (or any successor thereto)
remain applicable to the Corporation and remain in full force and effect.

Section 10 of the Amended and Restated Statement of Resolutions Establishing Series relating to the terms of the
Series A Junior Participating Preferred Stock included in the Amended and Restated Articles of Incorporation
is proposed to be amended as follows (with deletions shown as strikethrough):

Section 10. Amendment. The Amended and Restated €ertificate Articles of Incorporation;—as
amended; of the Corporation shall not be amended in any manner which would materially alter or
change the powers, preferences or special rights of the Series A Preferred so as to affect them adversely
without the affirmative vote of the holders of two=thirds a majority of the outstanding shares of Series A
Preferred, voting together as a single class.



(This page intentionally left blank.)



Annex B
Walgreen Co.
Proposed Amendment to Articles of Incorporation
(Proposal No. 5)

The following text is proposed to be deleted from Article R-V, Section 3 of the Walgreen Co. Articles
of Incorporation:

ii
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