== Brenneysundregistrene

ARSREGNSKAPET FOR REGNSKAPSARET 2020 - GENERELL INFORMASJON

Enheten
Organisasjonsnummer:
Organisasjonsform:
Foretaksnavn:
Forretningsadresse:

Regnskapsar
Arsregnskapets periode:

Konsern
Morselskap i konsern:
Konsernregnskap lagt ved:

Regnskapsr egler
Regler for sma foretak benyttet:
Benyttet ved utarbeidelsen av arsregnskapet til selskapet:

Benyttet ved utarbeidelsen av arsregnskapet til konsernet:

Arsregnskapet fastsatt av kompetent organ
Bekreftet av representant for selskapet:
Dato for fastsettelse av arsregnskapet:

Grunnlag for avgivelse
Ar 2020: Arsregnskapet er elektronisk innlevert

912 672 719

Aksjeselskap

ALLIANCE HEALTHCARE NORGE AS
Snipetjernveien 10

1405 LANGHUS

01.09.2019 - 31.08.2020

5 &

Nei
Regnskapslovens alminnelige regler

Anders Larsson
29.10.2020

Ar 2019: Tall er hentet fra elektronisk innlevert &rsregnskap fra 2020

Det er ikke krav til at arsregnskapet m.v. som sendes til Regnskapsregisteret er undertegnet. Kontrollen pa at dette er
utfart ligger hos revisor/enhetens gver ste organ. Skkerheten ivaretas ved at innsender har rolle/rettighet for innsending av
arsregnskapet via Altinn, og ved at det bekreftes at arsregnskapet er fastsatt av kompetent organ.

Branngysundregistrene, 11.08.2022

Brenngysundregistrene

Postadresse: 8910 Brgnngysund

Telefoner: Opplysningstelefonen 7500 75 00 Telefaks 75 00 75 05
E-post: firmapost@brreg.no Internett: www.brreg.no
Organisasionsnummer: 974 760 673



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Resultatregnskap

Belgp i: NOK Note 2020 2019
RESULTATREGNSKAP

Inntekter

Salgsinntekt 2,10 8 848 934 000 8574 354 553
Annen driftsinntekt 1778 769 1921 945
Sum inntekter 8850712 769 8576 276 498
K ostnader

V arekostnad 10 8 184 899 062 7921 183 876
L gnnskostnad 39 146 333 914 140 527 300
Avskrivning pavarige driftsmidler og immaterielle eiendeler 45 15068 784 54190910
Annen driftskostnad 10 365 505 290 389 178 038
Sum kostnader 8 711 807 050 8505 080 124
Driftsresultat 138 905 719 71196 374
Finansinntekter og finanskostnader

Inntekt pdinvestering i datterselskap og tilknyttet selskap 6,10 9 465 650 8441 416
Renteinntekt fraforetak i samme konsern 10 476 455 110 197
Annen rentei nntekt 21393 9970
Annen finansinntekt 4 483 382 941 059
Sum finansinntekter 14 446 880 9502 642
Rentekostnad til foretak i samme konsern 10 9 640 625 13111 740
Annen rentekostnad 367 750 391 832
Annen finanskostnad 7 295 498 3490811
Sum finanskostnader 17 303873 16 994 383
Netto finans -2 856 993 -7 491 741
Ordineert resultat fer skattekostnad 136 048 726 63 704 633
Skattekostnad pa ordinaat resultat 11 29 957 232 14 021 956
Ordineert resultat etter skattekostnad 106 091 494 49 682 677
Arsresultat 106 091 494 49 682 677
Overfaringer og disponeringer
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== Brgnngysundregistrene Arsregnskap regnskapséret 2020 for 912672719

Resultatregnskap

Belgp i: NOK Note 2020 2019
Overfaring til/frafond 106 091 494 49 682 677
Sum overfaringer og disponeringer 8 106 091 494 49 682 677
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- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Balanse

Belgp i: NOK Note 2020 2019

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Konsesjoner, patenter, lisenser, varemerker og lignende 4 21093 114 24584130
rettigheter

Utsatt skattefordel 11 4173879 5361 133
Sum immaterielle eiendeler 25 266 993 29 945 263

Varigedriftsmidler

Maskiner og anlegg 5 7 497 999 10 204 518
Driftdagsare, inventar, verktay, kontormaskiner og lignende 5 6 443 146 12 366 061
Anlegg under utferelse 5 2291 000 19 500
Sum varige driftsmidler 16 232 145 22590079

Finansielle anleggsmidler

Investering i datterselskap 6 79 766 000 79 766 000
Sum finansielle anleggsmidler 79 766 000 79 766 000
Sum anleggsmidler 121 265138 132 301 342
Omlgpsmidler

Varer

Varer 13 662 292 440 524 370 600
Sum varer 662 292 440 524 370 600
Fordringer

Kundefordringer 639 018 292 673 343 380
Andre fordringer 14 227 259 332 140 847 575
Mottatt konsernbidrag 10 9 465 650 8441 416
Konsernfordringer 10 208 340 232 225 666 908
Sum fordringer 1 084 083 506 1048 299 279
Sum omlgpsmidler 1746 375 946 1572 669 879
SUM EIENDELER 1867 641 084 1704971221
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- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Balanse

Belgp i: NOK Note 2020 2019
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Sel skapskapital 7,8 9240 000 9240 000
Annen innskutt egenkapital 55479 418 55479 418
Sum innskutt egenkapital 64 719 418 64 719 418
Opptjent egenkapital

Annen egenkapital 8 420 263 426 314171932
Sum opptjent egenkapital 420 263 426 314 171 932
Sum egenkapital 484 982 844 378891 350
Sum langsiktig gjeld 0 0
Kortsiktig gjeld

Leverandgrgjeld konsern 10 40 387 331 16 935 448
Leverandergjeld 1184 488 645 1 005 086 344
Betalbar skatt 11 37 208 759 16 877 562
Skyldige offentlige avgifter 18 944 550 51520199
Kortsiktig konserngjeld 10 63572 285 191 899 215
Annen kortsiktig gjeld 38056 670 43761103
Sum kortsiktig gjeld 1 382 658 240 1326079871
Sum gjeld 1 382 658 240 1326079871
SUM EGENKAPITAL OG GJELD 1867 641 084 1704971221
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EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Arsregnskap 2020 for
Alliance Healthcare Norge AS

Org.nr 912 672 719

For perioden
01.09.2019 til 31.08.2020
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EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Alliance Healthcare Norge AS

Alliance Healthcare Norge AS

DRIFTSINNTEKTER

Salgsinntekt
Annen driftsinntekt
Sum driftsinntekter

DRIFTSKOSTNADER

Varekostnad

Lannskostnad
Avskrivninger/Nedskrivninger
Annen driftskostnad

Sum driftskostnader

DRIFTSRESULTAT

Inntekt pa investering i datterselskap
Renteinntekter fra konsernselskaper
Andre renteinntekter

Andre finansinntekter
Rentekostnader fra konsernselskaper
Andre rentekostnader

Andre finanskostnader

Netto finansposter

RESULTAT FOR SKATTEKOSTNAD
Skattekaostnad

ARSRESULTAT

Opplysninger om avsetninger til:

Overfart fra/til annen egenkapital
Sum disponert

Note 01.08.19 - 31.08.20

01.09.18 - 31.08.19

2,10 8.848.934.000 8.574.354.553
1.778.769 1.921.945

8.850.712.769 8.5676.276.498

10 8.184.899.062 7.921.183.876

3,0 146.333.914 140.527.300
45 15.068.784 54.190.910
10 365.505.290 389.178.038

8.711.807.050 8.505.080.123

138.905.720 71.196.374

6,10 9.465.650 8.441.416
10 476.4565 110.197

21.393 9.970

4.483.382 941.059

10 9.640.625 13.111.740

367.750 391.832

7.295.498 3.490.811

-2.856.994 -7.491.741

136.048.726 63.704.633

" 20.957.232 14.021.956

106.091.494 48.682.677

106.091.494 49.682.677

8 106.091.494 49.682.677
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== Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Alliance Healthcare Norge AS

Alliance Healthcare Norge AS

Note 31.08.20 31.08.19
ANLEGGSMIDLER
Immaterielle eiendeler
Utsatt skattefordel 11 4.173.879 5.361.133
Andre immaterielle elendeler 4 21.093.114 24.584.130
Sum immaterielie eiendeler 25.266.993 29.945,263
Varige driftsmidler
Anlegg under utfgrelse 5 2.291.000 19.500
Maskiner og anlegg 5 7.497.999 10.204.518
Driftslgsgre, inventar 0.a. utstyr 5 6.443.146 12.366.061
Sum varige driftsmidler 16.232.145 22.580.080
Finansielle anleggsmidler
Investeringer i datterselskap 6 79.766.000 79.766.000

79.766.000 79.766.000

Sum anfeggsmidler 121.265.139 132.301.343
OMLGPSMIDLER
Varer 13 662.292.439 524.370.600
Fordringer
Kundefordringer 639.018.292 673.343.380
Kundefordringer konsern 10 208.340.232 225.666.908
Mottatt konsernbidrag 10 9.465.650 8.441.418
Andre kortsiktige fordringer 14 227.259.,332 140.847.575
Sum fordringer 1.084.083.508 1.048.299.278
Sum omigpsmidler 1.746.375.945 1.572.669.878
SUM EIENDELER 1.867.641.084 1.704.971.221
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== Bronneysundregistrene Arsregnskap regnskapsaret 2020 for 912672719

Alliance Healthcare Norge AS

Alliance Healthcare Norge AS

Note
EGENKAPITAL

Innskutt egenkapital

Aksjekapital 7.8
Annen innskutt egenkapital 8
Sum innskutt egenkapital

Opptjent egenkapital
Annen egenkapital 8
Sum oppijent egenkapital

Sum egenkapital
GJELD

Kortsiktig gjeld

Leverandargjeld

Leverandargjeld konsern 10
Betalbar skatt 11
Skyidig offentlige avgifter

Annen kortsiktig gjeld konsern 10
Annen kortsiktig gjeld

Sum Kortsiktig gjeld

Sum gjefd

SUM EGENKAPITAL OG GJELD

31.08.20 31.08.19
9.240.000 9.240.000
55.479.418 55.479.418
64.719.418 64.719.418
420.263.426 314.171.932
420.263.426 314.171.932
484.982.844 378.891.350

1.184.488.645
40.387.331
37.208.759
18.944.550
83.572.285
38.056.670

1.005.086.344
16.935.448
16.877.562
51.520.199
191.899.215
43.761.102

1.382.658.240

1.326.079.870

1.382.658.240

1.326.079.870

1.867.641.084

1.704.971.221

Oslo, 29. oktober 2020

Jacobo Caller Celestino
Styrets leder

Anders Per Erik Larsson
Adm. Dir./styremedlem

Wayne Laurence Beifus
Styremedlem

Andrew David Miles
Styremediem

Tommy Hansen Gullstein
Styremedlem

Tobias Bertit Sterner
Styremediem
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== Brenneysundregistrene

Arsregnskap regnskapsaret 2020 for 912672719

KONTANTSTRGMOPPSTILLING

Alliance Healthcare Norge AS

Belpp i NOK

01.09.19 - 31.08.20

01.09.18 - 31.08.19

Operasjonelle Aktiviteter

Resuitat fer Skattekostnad 136.048.726 63.704.633
Periodens betalte skatter -8.438.781 -24.099.984
Ordinaere avskrivninger/nedskrivninger 15.068.784 54.190.910
(Pkn.)/red. lager ~137.921.839 -22.874.928
(@kn.)red. i kundefordringer 51.851.762 26.381.157
@kn./(red.) leverandegrgjeld 202.854.183 2.642.526
Endring i andre tidsavgrensningsposter -134.157.489 -38.149.032
Netto kontantstrem fra operasjonelle aktiviteter 125.105.346 81.795.282
investeringsaktiviteter

Utbetalinger ved kjap av varige driftsmidler -5.219.833 -14.146.938
Netto kontantstrem fra investeringsaktiviteter -5.219.833 -14.146.938
Skyldig utbytte

Netto endring i konsernkonto/CP -128.326.929 -54.335.756
Innbetaling av konsernbidrag 8.441.416 6.687.413
Netto kontantstrem fra finansieringsaktiviteter -119.885.513 -47.648.343
Netto endring i likvider i aret [} 0
Kontanter og bankinnskudd per 01.09 0 0
Kontanter og bankinnskudd per 31.08 1) o
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EE- Brgnngysundregistrene Arsregnskap regnskapséret 2020 for 912672719

Alliance Healthcare Norge AS
Noter

Arsregnskapet er avlagt iht RL og god regnskapsskikk

Regnskapsar
Selskapet har avvikende regnskapsar (1.8-31.8) i trdd med kensernets praksis

Hovedregel for vurdering og klassifisering av eiendeler og gjeld

Eiendeler bestemt til varig eie og bruk er kiassifisert som anieggsmidler. Andre ejendeler er klassifisert som omlgpsmidler.
Fordringer som skal tilbakebetales innen et &r er klassifiseri som omlgpsmidler. Ved klassifisering av kortsiktig og
langsiktig gjeld er tilsvarende kriterier lagt til grunn.

Anteggsmidler er vurdert tif anskaffelseskost med fradrag for planmessige avskrivninger. Dersom virkelig verdi av
anleggsmidler er lavere enn balansefart verdi og verdifallet forventes ikke a veere forbiglende, er det foretatt
nedskrivning til virkelig verdi. Anleggsmidler med begrenset akonomisk levetid avskrives over den gkonomiske levetiden.

Omigpsraidier er vurdert til laveste av anskaffelseskost eg virkelig verdi.
Annen langsiktig gjeld og kortsiktig gjeld er vurdert til palydende beiap.

Eiendeler og gjeld i utenlandsk valuta
Pengeposter i utenlandsk vaiuta er i balansen omregnet til balansedagens kurs.

Immaterielle elendeler

Utgifter til egen tilvirkning av immaterielie eiendeler, herunder utgifter til egen forskning og utvikling, balansefzres
nér det er sannsynlig at de fremtidige skonomiske fordelene knyttet til eiendelen vil tilfyte selskapet og
anskaffelseskost kan males palitelig.

Immaterielie eiendeler som er kjgpt enkeltvis, er bal ttil ar Isaskost. | teriolle efendelsr overtatt
ved kjmp av virksomhet, er bal t tif ansk Iseskost ndr kriteriene for balansefaring er oppfylt.

Immaterielle eiendeler med begrenset akonomisk levetid avskrives planmessig. Immaterielle eiendeler nedskrives
1il virkelig verdi dersom de forventede skonomiske fordelene ikke vil dekke balansefart verdi og eventuelle gjienstdende
tilvirkningsuigifter.

Varige driftsmidler
Varige driftsmidler balansefares og avsksives linaasrt over driftsmidlets forventede levetid. Direkte vedlikehold av driftsmicier
kostnadsfares lepende under driftske der, mens palostni eiler forbedringar tilegges driftsmidlets kostpris og avskives i taki

med driftsmidlet. Dersom gienvinnbarl belep av drilismiddelet er lavere enn balansefait verdi foretas nedskrivning til gjenvinnbart
belep. Gjenvinnbart belep er det heyeste av netto safgsverdi eg verdii bruk. Verdii bruk er naverdien av de fremtidige
kontantstzammene som eiendelen forventes & generere. Ved endrat forventet skonomisk levelid av varige diftmidler, fordeles
virkningane over gjenvarende ny esfimerl levelid.

Aksfer og andeler | tilknyttet selskap og datterselskap
Investaringer i dattersels} er bal fart il ansh Iseskost. Investeringen blir nedskrevet il virkeiig verdi dersom
verdifallet ikke er forbigdende,

Varer
Varer er vurdert til det laveste av anskaffelseskost og netto salgsverdi

Fordringer

Kundefordiinger og andre fordringer er oppfan til palydende etter fradrag for avsetning til forventst tap. Avsetning til
tap gjeres pa grunnlag av en individuell vurdering av de enkelte fordringer. | titlegg gigres en avsetning for andre
fordringer som skal dekke antatte fap.

Bankinnskudd, kontanter og lignende
Bestér av bundne midler avsalt til skattetrekk som na er erstattet med bankgarant; (kr. 8,8 millioner). Selskapets trekk eller innskudd pa konsernkonto
rapporteres som konsernmeliomvaerende.

Inntekter

Inntekt regnskapsteres nar den er cpptjent, altsd nar bads risiko og kontroll i hovedsak er overfart €l kunden, Dette vil
normalt vesre tilfelle nar varen er levert til kunden. Innteklene regnskapsfmres med verdien av vederlaget p3
transaksjonstidspunkiet.

Kostnader
Kostnader regnskapsfares som hovedregel i samme periode som tilharende inntekt. | de filfeller det ikke or klar
sammenheng mellom kostnader og inntekler, fastsettes fordelingen etter skisnnsmessige kriterier.
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EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Pensjoner

SBelskapet har en innskuddserdning for sine ansatte. Ordningem tilfredsstiller kravene om obligatorisk {jenestepensjon

Ved innskuddsplaner betaler selskapet innskudd fil et forsikringsselskap. Selskapet har ingen ytterligere betalingsforpliktelse ettar at innskuddene er betalt.
Innskuddene regnskapsferes sem isnnskostnad. Eventuslie forskuddsbetalte innskudd balansefesres som eiendel (pensjonsmidler) i den grad innskuddet

kan refunderes eller redusera framtidige innbetalinger.

Skatt

Skaitekostnad bestéar av betalbar skatt og endring i utsait skait. Utsatt skatt/skattefordel er beregnet pa alle forskjeller meliom
regnskapsmessig og skattemessig verd: p& eiendeler og gjeld. Utsatt skatt er beregnet med 22 % pa giunnlag av de midtertidige
forskjeller scm eksisterer mellom regnskapsmessige og skattemessige verdier, samt skattemessig underskudd til fremiaring ved
utgangen av regnskapséret. Netto utsatt skattefordet balanseferes i den grad det er sannsynlig at denne kan bli nyttgjort

Betalbar skatt og utsatt skatt er regnskapsfert direkte mot egenkapitalen i den grad skattepostene relaterer seg til

egenkapitaltransaksjoner.

Kontantstreamoppstilling

Kontantstramoppstillingen er utarbeidet etter den indirekte metode. Kontanter og kontantekvivalenter omfatter kontanter,
bankinnskudd. Trekk eller innskudd p& konsernkonto presanteres som konsernmelfomvasrende i balansecppstillingen.

Pr. Virksomhetsomrade
Apotekvarer
Sum

Geografisk fordeling
Norge

Eksport

Sum

Lannskostnader

Lenninger
Folketrygdavgift
Pensjonskostnader
Andre ytelser

Sum

Gjennomsnittlig antall &rsverk

Ytelser til ledende personer

01.09.19 - 31.08.20

01.09.18 - 31.08.19

B.574.354.553
8.574.354.553

8.848.934.000
8.848.234.000

8.273.555.788
300.798.765
8.574.354.553

8.566.692.088
282.241.912
8.848.934.000

Itgfarelse bl ravisof:
01.09.19 - 31.08.20

01.09,18 - 31.08.1%

114.647.640 111.543.703
17.311.144 16.969.77¢
7.608.608 6,749,825
6.766.523 5.264.193
146.333.914 140.527.300
167 192

Administrerende direkier ; Alliance Healthcare Norge AS er ansatt | Boots Norge AS. Vedkommende meitar sin fulle lann fra
smsler selskapet Boots Norge AS og en andel av denne viderebelastes Alliance Healthcare Norge AS gjennom kjedebidrag.
Det heavises til Boots Norge AS sitt arsregnskap for ytterligere informasjon om ytelser til administrerende direkter.

Det er ikke yiet Ian elter stilt garantier til daglig leder, styreleder eller andre neerstdende parter.

Revisor
Godigjgrelse til revisor er fordelt pa slgende:

Lovpaiagt revisjon
Andre atiestasjonstjenester

621.825
30.000

Merverdiavgilt er ikke inkiudert i revisjonshoneraret.

651,825
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EE- Brgnngysundregistrene Arsregnskap regnskapsaret 2020 for 912672719

Immaterielle eiendeler IT systemer Sum immatrielle
under utvikling eiendeler

Anskaffelseskost pr01.08.18 1.137.745 61.833.954 62.971.699
Tilgang immaterielle eiendeler 2.948.333 2.948.333
Avgang immaterielie eiendeler -
Anskaffelseskost 31.08.20 4.086.078 61.833.954 65.920.032
Akkumulerte avskrivninger 31.08.20 44.826.918 44.826.919
Balansefart verd: pr. 31.08.20 4.086.078 17.007.035 21.093.114
Arets avskrivninger 8.439.349 6.439.349
Arets nedskrivninger -
Avskrivningsplan 3-5 &r

Varige driftsmidler Anlegg under Maskiner og Driftsleseare, inventar, Sum varige

utferelse anlegg inventar mv. driftsmidler
Anskaffeiseskost pr 01.09.19 19.500 43.310.417 99.080.797 142.410.714
Tilgang driftsmidier 2.271.500 - - 2.271.500
Avgang driftsmidier -
Anskaffeiseskost 31.08.20 2.291.000 43.310.417 ©9.080.797 144.682.214
AKkumulerte avskrivhinger 31.08.20 0 35.812.417 92.637.652 128.45C.069
Balansefert verdi pr. 31.08.20 2.291.000 7.487.999 6.443.146 16.232.148
Arets avskrivninger o 2706.519 5.922.916 8.620.435
* Maskiner og inventar 5-10 ar 3-124ar

Alliance Heaithcare Norge leier lokatene i Snipetjermveien 10 Norgs {datterselskap), samt lagerlokaier i Tromsg (Tace) og lokaler p4 Berghagan (Inter Erukt).
Netto kostnadsfart leie er kr. 23.476.466 . Kontraktene har uiik varighet, maksimait 10 &r.

Multidosevirksomheten har leiekontrakt med Askim Nearingspark.

Netto kostnadsfart leie er kr. 2.270.710. Kontraktene har ulik varighet, maksimalt 10 ar.

Leasingkostnad software og biler utgjar for regnskapséret kr, 660,668

Seiskapet leaser 45 trucker. Leasingkontraktene har en varighet pa 5 -7 &r og planltegges forayet kontinuerlig.
Samlet easingkostnad er kr. 1.594.995

- Resultat Egenkapital Bokfort
Kontor stemmeandel 1.8.19-31.08.20 31.08.20  31.08.20
Langhus 100 % 8.100.342 '13.958.912 79.766.000

Tl

Aksjekapitalen bestar av: Antall Palydende Balansefart
4.620.000 2 9,240,000
Sum 4.620.000 2 9.240.000

Alle aksjens eies av WBA UK Holdco 1 Ltd, som ogsé har 100% stemmeandel.
Selskapet er en del av Walgreens Bools Alliance-konsemet. Morselskapet som utarbeider konsernregnskap er
Walgreens Boots Aliance {nc.

5

Aksje- Annen innskutt Annen EK Sum
kapital
Egenkapital pr 1.09.2019 9.240.000 55.479.418 314.171.932 378.891.350
Arets rosultat 105.091.494 106.091.494
Egenkapitat pr 31.08 2020 9.240.000 55.479.418 420.263.426 484.982.844
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HEE i
Selskapet er pliktig til & ha tjenestepensjonsordning etter lov om obligatorisk fenestepensjon.
Selskapets pensjonsordninger titfredsstiller kravene i denne lov.

10

jonene er ordinssre

Selskapet har i &ret hatt nedendstaends fransaksjoner med andre heleide konserr . Alle tr:
handelstransaksjoner og giennomfert il armlengdes avsiand priser.

01.09,19-31.08.20

01.08.18-31.08.19

Salg av varer il norske selskap 2.398.286.164 2.360.439.159
Salg av varer {il utenfandske selskap 2.922.408 €.196.785
Kjap av varer fea utenlandske selskap 54.709.418 39.583.921
Kjop av tienester fra norske selkap 126.429,335 137.469.297
Kjsp av tfenester fra uteniandske selkap 39.748.356 49.803.944
Leiekostnader til norske selskap 16.343.443 16.178.962
Rentekostnader 9.640.625 13.111.740
Renteinntekter 476.455 110.197
Koensernbidrag fra norske selskap 9.465.650 8.441.416
Kundefordringer til foretak I konsern 31.08.20 31.08.19
Boots Norge AS 208.267.207 225.158.188
Stephar BV (NLD) 73.025 508.720
Sum 208.340.252 225.666.908
Lev: dergjeld til foretak i konsern 31.08.20 31.08.19
Boots Norge AS 11.288.319 2.128.125
AH Schweiz 460.133 247.523
Alliance Healthcare IT Services 3.847,253 5.308.815
Boots Retait International 8.095.844 4.849.559
Alliance Healthcare HK NL 1.022.355 1.846.929
WBAS 6.049.302 2.554.497
AH Deutschland 4,391,955 0
Diverse 5.232.170 0
Sum 40,387.331 16.935.448
Annen fordring/gjeld til foretak | konsern 31.08.20 31.08.19
Konsernkontoordning fordring (+)/gjeld (-) -63.572.285 -191.899.215
Note

Arels skattekostnad fordeler seg pa: 31.08.20 31.08.1¢
Betalbar skatt 28,769,878 16.877.562
Virknirg endring skalteregier [} 113.811
Endring i utsatt skait 1.187.254 -2.855.088
For mye avsatt skatt tidligere ar 0 -114.429
Sum skatiekostnad 29,957 232 14.021.956
Oversikt over midlertidige forskjeller: 31.08.20 31.08.19
Fordringer -448.517 -447.940
Varer -4.890.000 -8.209.000
Anleggsmidler -6.153.243 -5.168.473
Gevinst- og tapskonto 78112 97.840
Regnskapsmessige avsetn. for forpliktelser -7.558.814 -12.641.000
Sum midlertidige forskjeller -18.972.162 -24.368,773
Grunnlag for beregning av av utsait skatt/skaitefordet -18.972.162 -24.368.773
22 % utsatt skattiskattefordel -4.173.876¢ -5.361.133
Forklaring til hvorfor arets skattekostnad Ikke utgjer 22 % 31.08.20 31.08.19
av resultat fer skatt:

Beregnet skat! av resultat far skatt 28,930.720 14.015.01¢
Skatteeffekt av permanente forskjeiler 26.513 7.454
Virkning endring skatteregler e} 113.911
For mye avsatt skatt tidligere &r 0 -114,429
Bereghet skaltekostnad 28.957.232 14.021.956
Effektiv skattesats 22,02% 22,01 %
Forklaring betalbar skatt i halansen 31.08.20

Asets beregnede betalbare skait 28.769.978

Skyldig skatt tidligere ar 8,438.781

Betalbar skatt i balansen 37.208.759
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Alliance Healthcare Norge AS er med i konsernkontoordning med sasterselskapet Boots Norge AS
Det er ingen kredittfasilitet knyttet 1il kontcen.

31.08.20
Ferdigvarer 662.292.439

Ukurans i varelager er vurdert til kr. 4.890.000
Nye og utvidede nasjonale beredskapstagre péavirker verdien av varer pa lager

it

31.08.19

524.370.600

Bl

31.08.1%
121.663.112
4,097.028
6.709.662

0

5.086.032
3.411.711

AR i
Andre fordringer 31.08.20
Leverandegrkrav pa fremforhandlet priskompensasjon 177.882.736
Refusjonskrav H-resepter 2.856.845
Krav mot leverandsrireklamasjoner 2.855.901
Rekiassifisering av mva (fordringer) 42.117.931
Eget uttak lager (leverandarretur) 1.151.258
Diverse 394.862
Sum andre fordringer 227.259.332

140.847.575
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ARSBERETNING FOR REGNSKAPSARET
01.09.2019 TIL 31.08.2020

Alliance Healthcare Norge AS

Yirksomhetens art

Alliance Healthcare Norge AS (AHNO) driver grossist-, multidose-, tredjepartslagrings-
og distribusjonsvirksomhet med legemidler, handelsvarer og helserelaterte produkter for
det norske markedet. AHNO er Norges sterste legemiddelsgrossist og leverer til
konsernets egne Boots apotek, frittstiende apotek, nettapotek, kommuner, institusjoner,
sykehus og sykehusapotek. Selskapets administrasjon og distribusjonsanlegg drives i
konsernets egne lokaler pd Langhus i Ski kommune, samt i leide lokaler pa Berghagan
(Ski kommune), Askim, og i Tromse.

AHNQO er et heleid datterseiskap av Walgreens Boots Alliance (WBA), som er det
ledende selskapet innen distribusjon av legemidler, helse- og sykepleieartikler i Europa
og USA. WBA eier ogsa selskapets sosterselskap Boots Norge AS som driver 153 apotek
i Norge.

Dagens posisjon og fremtidig utvikling

AHNO er Norges sterste og ledende legemiddelgrossist, og har siden 2015 vert
hovedleverander til alle landets sykehus og sykehusapotek. Overtagelse av
sykehuskonirakten medfarte store omstillinger og investeringer i systemer, bygninger og
kompetanse i de ferste arene for 4 sikre god service, hay kvalitet, og god
leveringssikkerhet til sykehusene. AHNO har doblet omsetningen i denne perioden, og
investert betydelig bide i egen virksomhet og i sosterselskapet Boots Norge AS.

Sykehuskontrakten har gitt volumvekst i produksjonen, og muliggjort stordriftsfordeler
og effektivitetsgevinster i lager og distribusjonen. AHNOs ledende posisjon i markedet
har vaert avgjerende i mete med de omfattende og krevende globale utfordringer som har
veert knyttet til mangelsituasjoner av kritiske legemidler i Norge dette aret.

Sykehusene valgte varen 2020 & fornye grossistavtalen med AHNO frem til 2025,
Avtalen inneholder to opsjoner for 2-drig forlengelse. Dette legger til rette for et godt og
stabilt partnerskap, og fortsatt effektiv og innovativ legemiddeldistribusjon til sykehus og
sykehusapotek 1 Norge i drene fremover,

Covid-19

Covid-19 situasjonen har gitt selskapet bide utfordringer og muligheter gjennom véren
og sommeren 2020. AHNO har gjennom sterk fokus pa drift og smittevern holdt alle
lokasjoner dpne gjennom hele perioden. Selskapet har lagt seg pa en streng linje i forhold

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 15 av 181



- Brgnngysundregistrene Arsregnskap regnskapsaret 2020 for 912672719

til tiltak for & begrense muligheten for smittespredning pa alle lokasjoner og har innfart
en rekke tiltak for & beskytte bade ansatte og samarbeidspartnere.

Vi har ikke sett noen driftsforstyrrelser som folge av Covid-19, men okte kostnader i
form av redusert fleksibilitet i bemanning, ansatte i isolasjon og verneutstyr.

Situasjonen vdren og sommeren 2020 har gitt noen endringer i etterspurte varer, og staten
har etablert flere nod- og kriselager som né er under oppbygging. Nedlagrene vil bli
etablert som et eget forretningsomride og gir ekt forutsigbarhet i leveransesituasjonen til
sykehusene ved akutte behov, samt en ytterligere styrking av det gode samarbeidet som
er etablert mellom Alliance Healthcare og det norske helsevesenet.

Arbeidsmilje og personale

Selskapet hadde et sykefraveer pd 9,1 % i regnskapséret, en ekning pa 1,1 % fra
foregaende ar. Covid-19-situasjonen er den viktigste drsaken til akningen. Dette
bekymrer styret, som har et hayt fokus pa & holde sykefravaeret pa et lavest mulig niv,
og det jobbes aktivt for & gke nrvaeret fremover.

Det har biitt innrapportert 1 tilfelle av arbeidsuhell hvor det var fravaer utover 1 dag.
Arbeidsmiljget betrakies som godt, og det blir iverksatt lopende tiltak for forbedringer.

Mangfold, likestilling og integrering

I Alliance Healthcare Norge og i sosterselskapet Boots Norge jobber vi etter en vid
definisjon av mangfold. Vi mener at en bred sammensetning av ulike bakgrunner,
kulturer, erfaringer, perspektiver og innsikt driver selskapet og vare muligheter til
utvikling og vekst fremover. A fremelske en mangfoldig og inkluderende organisasjon er
derfor en grunnleggende del av selskapsstrategien vér.

Selskapet har en ambisjon om & vaere en arbeidsplass med full likestiiling mellom kvinner
og menn, og har klare retningslinjer som skal sikre kjennsmessig likestilling i
ansettelsesprosesser til ledende stillinger.

Per 31. august 2020 var det 208 ansatte i selskapet, av disse var 112 kvinner og 96 menn.
Selskapets ledergruppe bestér av 57,1 % kvinner, og av styrets aksjonzrvalgte
representanter er det 50/50 kvinne/mann.

Diskrimineringslovens formal er & fremme likestilling, sikre like muligheter og
rettigheter og & hindre diskriminering pa grunn av etnisitet, nasjonal opprinnelse,
avstamning, hudfarge, sprak, legning, religion og livssyn. AHNO er del av et globalt
selskap der personer med ulik bakgrunn jobber sammen mot felles mél. I Norge har vi
kollegaer fra over 20 land og vi jobber aktivt for at personer fra ulike nasjoner og med
ulik bakgrunn, livssyn, sprak og nasjonalitet skal ha det fint sammen pa jobb. Selskapet
arbeider aktivt, mélrettet og planmessig for 4 fremme likestilling og hindre
diskriminering innenfor var virksomhet. Aktivitetene omfatter blant annet rekruttering,
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lenns- og arbeidsvilkér, forfremmelse, utviklingsmuligheter og beskyttelse mot
trakassering.

Samfunnsansvar, baerekraft og miljo
AHNO tar sitt samfunnsansvar meget alvorlig og vi er opptatt av 4 ta aktive og
berekraftige valg, og hindre unedvendig belastning og forurensning av det ytre milje.

Som logistikkpartner for helsetjenesten ma vi bringe kritiske varer frem pé kort tid, derfor
ma bade bil og fly benyttes. Vi jobber aktivt sammen med vére transportpartnere for 4
sikre at vér distribusjon av legemidler skjer si baerekraftig som mulig. Transporterenes
arsberetninger redegjor for detaljer omkring utslipp. Alliance Healthcare Norge AS
forbruker strem kun fra fornybare kilder med opprinnelsesgaranti.

Alliance Healthcare Norge medlem av Grant Punkt, og er sertifisert Miljofyrtam.
Selskapet avla Plastleftet i 2020 og har gjennom dette satt konkrete mal for reduksjon i
bruk av plast, skning i bruk av resirkulert plast og design for gjenvinning. Utvikling i
plastbruk rapporteres til Grent Punkt i trdd med gjeldende krav.

Finansiell risiko

Selskapet har flere store utenlandske leveranderer og derfor betydelige varekjop i valuta,
sxrlig Buro og GBP. Selskapet er séledes utsatt for valutarisiko, og den norske kronen
har svingt noe i regnskapsaret. Valutatapet (netto) i regnskapet er noe lavere enn fjordret
og ligger pa et akseptabelt niva. Selskapet har forelepig ikke etablert noen form for
sikring av disse kontantstremmene, men dette vurderes forlgpende.

Av selskapets utestdende fordringer er majoriteten knyttet til de statseide
sykehusapotekene og konsernets egne apotek. Det er etablert gode rutiner for inndrivning
av selskapets fordringer, og siledes en begrenset likviditetsrisiko basert pé eksisterende
kundemasse. Selskapet har marginale tap pa utestende fordringer.

Redegjorelse for arsregnskapet

Selskapets samlede drifisinntekter var pé 8.850 mill. kroner i perioden, en gkning pa
3,2% fra forrige periode tross skjerpet konkurranse , drevet av hayere salg til sykehus og
multidose.

Driftstesultatet for regnskapsaret ble 139 mill. kroner, cn gkning pa 68 mill, kroner
(95,1%) fra foregéiende r, i hovedsak basert pa lavere avskrivninger/nedskrivninger pa
immaterielle eiendeler og mindre forbruk pa 1T-systemer. Netto finansposter belaster
virksomheten med -2,9 mill. kroner, som er lavere enn foregaende regnskapsér, og
skyldes giennomgaende lavere trekk pd konsernkontoen og lavere renteniva.

Kontantstram fra operasjonelle aktiviteter utgjorde 125 mill. kroner, en oppgang pé 63
mill, kroner fra aret far, Differansen skyldes i hovedsak bedre drifisresuitat, gkning pé
leverandergjeld samt nedgang pa kundefordringer.
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Egenkapitalen var 485 millioner kroner ved arets utgang, som gir en egenkapitalandel p4
26,0%.

Fortsatt drift

Regnskapet er avlagt i samsvar med reglene i regnskapsloven § 3-3a om fortsatt drift.
Styret bekrefter at forutsetningene for fortsatt drift er til stede. Selskapet har gjennom
mange Ar vist gode resultater, ag har en god egenkapital. Fremtidig vekst forventes 4
komme gjennom viderefaring av god drift pa viktige kjerneomradene — samt utvikling av
partnerskap og nye forretningsomréider. Som en del av det internasjonale konsernet
Walgreens Boots Alliance (WBA) har Alliance Healthcare Norge finansiell styrke til &
optimalisere og utvikle virksomheten videre i Norge til beste for kundene vére.

Etter styrets oppfatning viser det fremlagte regnskapet et korrekt bilde av driften og
selskapets finansielle stilling per 31.08.2020,

Styret er ikke kjent med forhold som har inntruffet etter regnskapsérets utgang som har
betydning for bedemmelsen av selskapets stilling.

Arsresultat og disponeringer

Selskapets &rsresultat utgjorde kr. 106.091.494. Styret foreslar at resultatet disponeres

slik:
Qverfart annen egenkapital kr. 106.091.494
Total disponert kr. 106.091.494
Oslo, den 29. oktober 2020
Jacobo Caller Celestino Anders Per Erik Larsson Wayne Laurence Beifus
Styrets leder Adm, Dir./styremedlem Styremedlem
Andrew David Miles Tommy Hansen Gullstein Tobias Bertil Sterner
Styremediem Styremedlem Styremedlem
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- Deloitte AS
e o I e Dronning Eufemias gate 14
[ ] Postboks 221 Sentrum
NO-0103 Oslo
Norway

Tel: +47 23279000
www deloitte.no

Til generalforsamlingen i Alliance Healthcare Norge AS

UAVHENGIG REVISORS BERETNING

Uttalelse om revisjonen av arsregnskapet

Konklusjon

Vi har revidert Alliance Healthcare Norge AS' drsregnskap som viser et overskudd pa kr 106 091 494. Arsregnskapet
bestar av balanse per 31. august 2020, resultatregnskap og kontantstr@gmappstilling for regnskapsaret avsluttet per
denne datoen og noteopplysninger til arsregnskapet, herunder et sammendrag av viktige regnskapsprinsipper.

Etter var mening er det medfalgende drsregnskapet avgitt i samsvar med lov og forskrifter og gir et rettvisende bilde
av selskapets finansielle stilling per 31. august 2020, og av dets resultater og kontantstrgmmer for regnskapsaret
avsluttet per denne datoen i samsvar med regnskapslovens regler og god regnskapsskikk i Norge.

Grunnlag for konklusjonen

Vi har gjennomfgrt revisjonen i samsvar med lov, farskrift og god revisjonsskikk i Norge, herunder de internasjonale
revisjonsstandardene International Standards on Auditing (ISA-ene). Vare oppgaver og plikter i henhold til disse
standardene er beskrevet i Revisors oppgaver og plikter ved revisjon av drsregnskapet. Vi er uavhengige av selskapet
slik det kreves i lov og forskrift, og har averhaldt vare gvrige etiske farpliktelser i samsvar med disse kravene. Etter
var oppfatning er innhentet revisjonsbevis tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon.

@vrig informasjon
Ledelsen er ansvarlig for gvrig informasjon. @vrig informasjon omfatter informasjon i arsrapporten bortsett fra
drsregnskapet og den tilhgrende revisjonsberetningen.

Var uttalelse om revisjonen av arsregnskapet dekker ikke gvrig informasjon, og vi attesterer ikke den gvrige
informasjonen.

| forbindelse med revisjonen av drsregnskapet er det var appgave 3 lese gvrig informasjon med det formal 4 vurdere
hvorvidt det foreligger vesentlig inkonsistens mellom gvrig informasjon og arsregnskapet, kunnskap vi har
opparbeidet oss under revisjonen, eller hvorvidt den tilsynelatende inneholder vesentlig feilinformasjon.

Penneo Dokumentnokkel: A6F 34-EMJW3-HHDZX-PHIST-15DVL-AGVNW

Dersom vi konkluderer med at den gvrige informasjonen inneholder vesentlig feilinformasjon er vi palagt 3
rapportere det. Vi har ingenting a rapportere i sa henseende.

Styrets og daglig leders ansvar for drsregnskapet

Styret og daglig leder (ledelsen) er ansvarlig for a utarbeide arsregnskapet i samsvar med lov og forskrifter, herunder
for at det gir et rettvisende bilde i samsvar med regnskapslovens regler og god regnskapsskikk i Norge. Ledelsen er
ogsa ansvarlig for slik internkantroll som den finner ngdvendig for a kunne utarbeide et arsregnskap som ikke
inneholder vesentlig feilinformasjon, verken som fglge av misligheter eller utilsiktede feil.

Ved utarbeidelsen av arsregnskapet ma ledelsen ta standpunkt til selskapets evne til fortsatt drift og opplyse am
forhold av betydning for fortsatt drift. Forutsetningen om fortsatt drift skal legges til grunn for arsregnskapet sa
lenge det ikke er sannsynlig at virksomheten vil bli avviklet.

Revisors oppgaver og plikter ved revisjonen av aGrsregnskapet
vart mal med revisjonen er & oppna betryggende sikkerhet for at arsregnskapet som helhet ikke inneholder vesentlig
feilinformasjon, verken som fglge av misligheter eller utilsiktede feil, og a avgi en revisjonsberetning som inneholder

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited ("DTTL”), its global network of member firms, and their related entities Registrert i Foretaksregisteret Medlemmer av Den
(callectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally norske Revisorforening
separate and independent entities, which cannot cbligate or bind each other in respect of third parties. DTTL and each DTTL member firm and Organisasionsnummer: 980 211 282

related entity is liable only for its own acts and omissions, and not those of each other. DTTL dees not provide services to clients. Please see
www.deloitte.no to learn more.

© Deloitte AS
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DeIOItteo Eashzeng'\g revisors beretning -

Alliance Healthcare Norge AS

var kanklusjon. Betryggende sikkerhet er en hgy grad av sikkerhet, men ingen garanti for at en revisjon utfgrt i
samsvar med lov, farskrift og god revisjonsskikk i Norge, herunder ISA-ene, alltid vil avdekke vesentlig feilinformasjon
som eksisterer. Feilinformasjon kan oppsta som fglge av misligheter eller utilsiktede feil. Feilinformasjon blir vurdert
som vesentlig dersom den enkeltvis eller samlet med rimelighet kan forventes 3 pivirke gkonomiske beslutninger
som brukerne foretar basert pa arsregnskapet.

Som del av en revisjon i samsvar med lov, forskrift og god revisjonsskikk i Norge, herunder ISA-ene, utgver vi
profesjonelt skjgnn og utviser profesjonell skepsis giennom hele revisjonen. | tillegg:

¢ identifiserer og anslar vi risikoen for vesentlig feilinformasjon i regnskapet, enten det skyldes misligheter eller
utilsiktede feil. Vi utformer og gjennomfgrer revisjonshandlinger for a handtere slike risikaer, og innhenter
revisjonshevis som er tilstrekkelig og hensiktsmessig som grunnlag for var konklusjon. Risikoen for at vesentlig
feilinformasjon som fglge av misligheter ikke blir avdekket, er hgyere enn for feilinformasjon som skyldes
utilsiktede feil, siden misligheter kan innebaere samarbeid, forfalskning, bevisste utelatelser, uriktige
fremstillinger eller overstyring av internkontroll.

s opparbeider vi oss en forstaelse av den interne kontroll som er relevant for revisjonen, for & utforme
revisjonshandlinger som er hensiktsmessige etter omstendighetene, men ikke for a gi uttrykk for en mening om
effektiviteten av selskapets interne kontroll.

+ evaluerer vi om de anvendte regnskapsprinsippene er hensiktsmessige og am regnskapsestimatene og
tilhgrende noteopplysninger utarbeidet av ledelsen er rimelige.

* konkluderer vi pa hensiktsmessigheten av ledelsens bruk av fortsatt drift-forutsetningen ved avleggelsen av
regnskapet, basert pd innhentede revisjonsbevis, og hvorvidt det foreligger vesentlig usikkerhet knyttet til
hendelser eller forhald som kan skape tvil av betydning om selskapets evne til fortsatt drift. Dersom vi
konkluderer med at det eksisterer vesentlig usikkerhet, kreves det at vi i revisjonsberetningen henleder
oppmerksomheten pa tilleggsopplysningene i regnskapet, eller, dersom slike tilleggsopplysninger ikke er
tilstrekkelige, at vi modifiserer var konklusjon om arsregnskapet og drsberetningen. Vare konklusjoner er basert
pa revisjonsbevis innhentet inntil datoen for revisjonsberetningen. Etterfdlgende hendelser eller forhald kan
imidlertid medfgre at selskapet ikke fortsetter driften.

+  evaluerer vi den samlede presentasjonen, strukturen og innhaldet, inkludert tilleggsopplysningene, og hvaorvidt
arsregnskapet representerer de underliggende transaksjonene og hendelsene pa en mate som gir et rettvisende
bilde.

Vi kommuniserer med dem som har overordnet ansvar for styring og kontroll blant annet om det planlagte omfanget
av revisjonen og til hvilken tid revisjonsarbeidet skal utfgres. Vi utveksler ogsa informasjon om forhaold av betydning
som vi har avdekket i lgpet av revisjonen, herunder om eventuelle svakheter av betydning i den interne kontrallen.

Penneo Dokumentnokkel: A6F 34-EMJW3-HHDZX-PHIST-15DVL-AGVNW

Uttalelse om andre lovmessige krav

Konklusjon om drsberetningen

Basert pa var revisjon av arsregnskapet som beskrevet ovenfor, mener vi at applysningene i arsberetningen om
arsregnskapet, forutsetningen om fortsatt drift og forslaget til resultatdisponering er konsistente med arsregnskapet
og i samsvar med lov og forskrifter.

Konklusjon om registrering og dokumentasjon

Basert pa var revisjon av drsregnskapet som beskrevet ovenfor, og kontrollhandlinger vi har funnet ngdvendig i
henhaold til internasjonal standard for attestasjonsoppdrag (ISAE} 3000 «Attestasjonsoppdrag sam ikke er revisjon
eller forenklet revisorkontroll av historisk finansiell informasjon», mener vi at ledelsen har oppfylt sin plikt til 3 sgrge
for ordentlig og aversiktlig registrering og dokumentasjon av selskapets regnskapsopplysninger i samsvar med lav og
god bokfgringsskikk i Narge.

Oslo, 29. oktober 2020
Deloitte AS

Espen Johansen
statsautorisert revisor

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 20 av 181



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

PENN30

Signaturene i dette dokumentet er juridisk bindende. Dokument signert med "Penneo™ - sikker digital signatur”.
De signerende parter sin identitet er registrert, og er listet nedenfor.

“Med min signatur bekrefter jeg alle datoer og innholdet i dette dokument.”

Espen Johansen

Statsautorisert revisor

Serienummer: 9578-5997-4-224066

1P: 21 7.1 73.xX%.XXX

2020-10-29 11:08:117 =

= bankiD K%

Penneo Dokumentnekiel: A6F34-EMIW3-HHDZX-PHIST-15DVL-AGVNW

Dokumentet er signert digitalt, med Penneo.com. Alle digitale signatur-data i  Adobe Reader, skal du kunne se at dokumentet er sertifisert av Penneoe-

dokumentet er sikret og validert av den datamaskin-utregnede hash-verdien av det  signature service <penneo@penneo.com>. Dette garanterer at innholdet i

apprinnelige dokument. Dokumentet er last og tids-stemplet med et sertifikat fra ~ dokumentet ikke har blitt endret.

en betrodd tredjepart. All kryptografisk bevis er integrert i denne PDF, for fremtidig

validering {hvis nedvendig). Det er lett & kontrollere de kryptografiske beviser som er lokalisert inne i
dokumentet, med Penneo validator - https://penneo.com/validate

Hvordan bekrefter at dette dokumentet er orginalen?

Dokumentet er beskyttet av ett Adabe CDS sertifikat. Nar du dpner dokumenteti

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 21 av 181



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Annual
Report

Woalgreens Boots Alliance #WeAreWBA

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 22 av 181



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Board of Directors

Executive Chairman, Executive Vice Chairman
Walgreens Boots Alliance, Inc. and Chief Executive Officer,
‘Walgreens Boots Alliance, Inc.

Chairman of the Board Former Managing Partner, Chairman,
and Chief Executive Cfficer, Emst & Young LLP Health Evolution Partners
Baxter International Inc.

Lead Independent Director, Former President and Former Senior Advisor to
Walgreens Boots Alliance, Inc. Chief Executive Officer, President Barack Obama
Former Chairman and Chief Amylin Pharmaceuticals

Executive Officer, USG Corporation

Senior Advisor, Co-Head of UK Investments, Former Chief Executive Officer,
Sycamore Partners CVC Capital Partners Henry Ford Health System

As of October 29, 2020

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 23 av 181



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
‘Washington, D.C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended August 31, 2020
] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Transition Period From to
Commission file number 001-36759

WALGREENS BOOTS ALLIANCE, INC.

(Exact name of registrant as specified in its charter)

Delaware 47-1758322
(State of incorporation) (LR.S. Employer
Identification No.)
108 Wilmot Road, Deerfield, Illinois 60015
(Address of principal executive offices) (Zip Code)
Registrant’s teleph ber, including area code: (847) 315-3700
Securities registered pursuant to Section 12(b) of the Act:
Title of each class Trading Symbol(s) Name of each exchange on which registered

Common Stock, $0.01 par value WBA The Nasdaq Stock Market LL.C
2.875% Walgreens Boots Alliance, Inc. notes due 2020 WBA20 The Nasdaq Stock Market LL.C
3.600% Walgreens Boots Alliance, Inc. notes due 2025 WBA25 The Nasdaq Stock Market LL.C
2.125% Walgreens Boots Alliance, Inc. notes due 2026 WBA26 The Nasdaq Stock Market LL.C

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities

Act.  Yes No []

Indicate by check mazk if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the

Act. Yes [ | No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the

Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to

file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes No []

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be

submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such

shorter period that the registrant was required to submit such files). Yes No []

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller

reporting company or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,”

“smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer ]

Non-accelerated filer [] Smaller reporting company [ ]
Emerging growth company [ ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period

for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange

Act. []

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the

effectiveness of its internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act

(15 U.5.C.7262(b)) by the registered public accounting firm that prepared or issued its audit report.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes [ ] No

As of February 29, 2020, the aggregate market value of Walgreens Boots Alliance, Inc. common stock held by non-affiliates

(based on the closing transaction price on Friday, February 28, 2020) was approximately $33.5 billion.

As of September 30, 2020, there were 865,915,666 shares of Walgreens Boots Alliance, Inc. common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive proxy statement for our Annual Meeting of Stockholders planned to be held on January 28, 2021 are
incorporated by reference into Part III of this Form 10-K as indicated herein.

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 24 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Ttem 1.
Item 1A.
Item 1B.
Item 2.
Item 3.
Ttem 4.

Item 5.

Item 6.
Item 7.
Item 7A.
Ttem 8.
Item 9.
Item SA.
Item 9B.

Item 10.
Item 11.
Item 12.

Item 13.

Item 14.

Item 15.
Item 16.

‘Walgreens Boots Alliance, Inc.
Annual Report on Form 10-K

Table of Contents

Part 1

Business

Risk factors

Unresolved staff comments

Properties

Legal proceedings

Mire safety disclosures

Information about our executive officers

Part 11

Market for registrant’s common equity, related stockholder matters and issuer purchases of
equity securities

Selected financial data

Management’s discussion and analysis of financial condition and results of operations
Quantitative and qualitative disclosure about market risk

Financial statements and supplementary data

Changes in and disagreements with accountants on accounting and financial disclosure
Controls and procedures

Other information

Part IIT

Directors, executive officers and corporate governance

Executive compensation

Security ownership of certain beneficial owners and management and related stockholder
matters

Certain relationships and related transactions and director independence

Principal accounting fees and services

Part IV

Exhibits and financial statement schedules
Form 10-K summary
Signatures

Page

11
37
37
38
39
39

42
43
45
74
76
134
134
135

136
136

136
136
136

137
150
151

On December 31, 2014, Walgreens Boots Alliance, Inc. became the successor of Walgreen Co. (“Walgreens”)
pursuant to a merger to effect a reorganization of Walgreens into a holding company structure (the
“Reorganization”), with Walgreens Boots Alliance, Inc. becoming the parent holding company.

@ » w

References in this Annual Report on Form 10-K (this “Form 10-K”) to the “Company,” “we,” “us” or “our” refer
to Walgreens Boots Alliance, Inc. and its subsidiaries from and after the effective time of the Reorganization on
December 31, 2014 and, prior to that time, to the predecessor registrant Walgreens and its subsidiaries, and in

each case do not include unconsolidated partially-owned entities, except as otherwise indicated or the context

otherwise requires. Our fiscal year ends on August 31, and references herein to “fiscal 2020 refer to our fiscal
year ended August 31, 2020.

This Form 10-K includes forward-looking statements made pursuant to the safe harbor provisions of the Private

Securities Litigation Reform Act of 1995. See cautionary note regarding forward-looking statements in

management’s discussion and analysis of financial condition and results of operations in part I, item 7 below.

All trademarks, trade names and service marks used herein are the property of their respective owners.
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PART 1

Item 1. Business
Overview

Walgreens Boots Alliance, Inc., a Delaware corporation (‘“Walgreens Boots Alliance™), is a global leader in retail
and wholesale pharmacy, touching millions of lives every day through dispensing and distributing medicines, and
through its convenient retail locations, digital platforms and health and beauty products with sales of $139.5 billion
in the fiscal year ended August 31, 2020. The Company has more than 100 years of trusted healthcare heritage and
innovation in community pharmacy and pharmaceutical wholesaling. Walgreens Boots Alliance’s purpose is to help
people across the world lead healthier and happier lives. Walgreens Boots Alliance is proud of its contributions to
healthy communities, a healthy planet, an inclusive workplace and a sustainable marketplace.

Walgreens Boots Alliance is the largest retail pharmacy, health and daily living destination across the United
States and Furope. Walgreens Boots Alliance and the companies in which it has equity method investments
together have a presence in more than 251 countries and employ more than 450,000! people. The Company is a
global leader in retail and wholesale pharmacy and, together with the companies in which it has equity method
investments, has over 21,0001 stores in 111 countries as well as one of the largest global pharmaceutical
wholesale and distribution networks, with over 425! distribution centers delivering to more than 250,0002
pharmacies, doctors, health centers and hospitals each year in more than 20! countries. In addition, Walgreens
Boots Alliance is one of the world’s largest purchasers of prescription drugs and many other health and well-
being products. The Company’s size, scale and expertise will help us to expand the supply of, and address the
rising cost of, prescription drugs in the United States and worldwide.

We provide customers with convenient, omni-channel access through our portfolio of retail and business brands
includes Walgreens, Duane Reade, Boots and Alliance Healthcare, as well as increasingly global health and
beauty product brands, such as No7, NICE!, Soap & Glory, Liz Earle, Finest Nutrition, Botanics, Well
Beginnings, Sleek MakeUP and YourGoodSkin. Our global brands portfolio is enhanced by our in-house product
research and development capabilities. We seek to further drive innovative ways to address global health and
wellness challenges. Our strategic partnerships with some of the world’s leading companies enable us to extend
our healthcare solutions and convenience offering to the communities we serve, which we refer to as our
“strategic partner strategy.” We believe we are well positioned to expand customer offerings in existing markets
and become a health and well-being partner of choice in emerging markets. Additionally, through our strategic
partnerships, we will be able to dramatically enhance Walgreens Boots Alliance’s marketing effectiveness and
power the Company’s strategic initiative around mass personalization—delivering the right offers and content to
our customers.

Walgreens Boots Alliance was incorporated in Delaware in 2014 and is the successor of Walgreen Co., an
Illinois corporation, which was formed in 1909 as a successor to a business founded in 1901. Our principal
executive offices are located at 108 Wilmot Road, Deerfield, Illinois 60015. Our common stock trades on the
Nasdaq Stock Market under the symbol “WBA”.

L Asof August 31, 2020.
2 Over 12 - month period ending August 31, 2020.

o -
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Estimated COVID-19 impacts and uncertainties

In December 2019, a novel strain of coronavirus, which causes the infectious disease known as COVID-19, was
reported. The World Health Organization declared COVID-19 a “Public Health Emergency of International
Concern” on January 30, 2020 and a global pandemic on March 11, 2020. COVID-19 has severely impacted, and
is expected to continue to impact, the economies of the U.S., the UK and other countries around the world.
COVID-19 has created significant public health concerns as well as significant volatility, uncertainty and
economic disruption in every region in which we operate, all of which have adversely affected and may continue
to adversely affect our industries and our business operations. Further, financial and credit markets have
experienced and may again experience volatility and turmoil. Policies and initiatives designed to reduce the
transmission of COVID-19 have resulted in, among other things, temporary closure or reduced hours of operation
of certain store locations in U.S., UK and other countries, reduced customer traffic and sales in our retail
pharmacies and the adoption of work-from-home policies.

COVID-19 adversely affected global economic conditions in fiscal 2020 and the Company expects this will
continue into fiscal 2021 and possibly longer. The situation surrounding COVID-19 remains fluid, and we are
actively managing our response in collaboration with customers, government officials, team members and
business partners and assessing potential impacts to our financial position and operating results, as well as
developments in our business. As COVID-19 impacts the economies of the U.S. and other countries around the
world, the Company has put preparedness plans in place at our facilities to maintain continuity of our operations,
while also taking steps to keep our team members healthy and safe.

We continue to closely monitor the impact of COVID-19 on our business and geographies, including how it is
impacting our customers, team members, suppliers, vendors, business partners and distribution channels.
However, the future impact that COVID-19 will have on our financial position and operating results may be
affected by numerous uncertainties, including the severity of the virus, the duration of the outbreak,
governmental, business or other actions, impacts on our supply chain, the effect on customer demand, store
closures or changes to our operations. The health of our workforce, and our ability to meet staffing needs in our
stores, distribution facilities, wholesale operations and other critical functions cannot be predicted and is vital to
our operations. The impacts of a potential worsening of global economic conditions and the continued
disruptions to, and volatility in, the credit and financial markets, consumer spending as well as other
unanticipated consequences remain unknown. Further, additional waves of COVID-19 in fiscal 2021 or beyond
would cause many of the impacts described herein to return or be exacerbated. In addition, we cannot predict
with certainty the impact that COVID-19 will have on our customers, vendors, suppliers and other business
partners; however, any material effect on these parties could adversely impact us.

For further information, please see item 1A, risk factors in this report, which is incorporated herein by reference.
The Company’s current expectations described above are forward-looking statements and our actual results may
differ. Factors that might cause a difference include, but are not limited to, those discussed below under
“Cautionary note regarding forward-looking statements” in item 7 and in item 1A, risk factors, in this report.

Recent Transactions

In fiscal 2020, as part of our strategic partnership strategy, the Company has announced several strategic
partnerships and alliances with other leaders in the technology, health and retail sectors. These strategic
partnerships, initiatives and alliances are designed to complement and enhance our customer offerings.

On July 8, 2020, the Company entered into an agreement with VillageMD to invest $1.0 billion in equity and
convertible debt over the next three years, including a $250 million equity investment completed on July 8, 2020,
subject to the terms of the agreement. The Company and VillageMD plan to open 500 to 700 “Village Medical at
Walgreens” physician-led primary care clinics in more than 30 U.S. markets in the next five years. The Company
will continue to account for its equity investment in VillageMD using the equity method of accounting. Tt is
anticipated, assuming full conversion of the debt, that the Company will hold an approximately 30% ownership
interest in VillageMD at the completion of the investment.

-2
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On December 12, 2019, the Company entered into an agreement with McKesson Corporation to combine their
respective pharmaceutical wholesale businesses in Germany. The Company will have a 70% controlling equity
interest in the joint venture and McKesson will have a 30% ownership interest. The new joint venture is expected
to drive greater economies of scale in the German pharmaceutical wholesale market. The transaction is expected
to close in early fiscal 2021.

On September 19, 2017, the Company announced that it had secured regulatory clearance for an amended and
restated asset purchase agreement to purchase 1,932 stores, three distribution centers and related inventory from
Rite Aid Corporation (“Rite Aid”) for $4.375 billion in cash and other consideration. Consideration included cash
of $4,157 million and the fair value of the option granted to Rite Aid to become a member of the Company’s
group purchasing organization, Walgreens Boots Alliance Development GmbH. During fiscal 2019, this option
was terminated resulting in recognition of a gain in other income (expense).The purchases of these stores
occurred in waves during fiscal 2018 and have been accounted for as business combinations. The transition of the
first distribution center and related inventory occurred in fiscal 2019 and the transition of the remaining two
distribution centers and related inventory were completed in fiscal 2020.

In addition, the Company has completed additional acquisitions, divestitures and strategic initiatives in recent
years designed to grow its businesses and enhance its competitive position. Please refer to management’s
discussion and analysis of financial condition and results of operations in part I1, item 7, below and note 2,
acquisitions, note 3, exit and disposal activities, and note 5, equity method investments, to the Consolidated
Financial Statements included in part I, item 8, below for additional information.

Relationship with AmerisourceBergen

In March 2013, Walgreens, Alliance Boots GmbH (“Alliance Boots™) and AmerisourceBergen Corporation
(“AmerisourceBergen”) announced various agreements and arrangements, including a ten-year pharmaceutical
distribution agreement between Walgreens and AmerisourceBergen pursuant to which the Company sources
branded and generic pharmaceutical products from AmerisourceBergen in the United States and an agreement
which provides AmerisourceBergen the ability to access generic pharmaceutical products through the Company’s
global sourcing enterprise, Walgreens Boots Alliance Development GmbH. In May 2016, certain of these
agreements were extended for three years and are now expected to expire in 2026.

In addition, in March 2013, Walgreens, Alliance Boots and AmerisourceBergen entered into agreements and
arrangements pursuant to which the Company has the right, but not the obligation, to purchase a minority equity
position in AmerisourceBergen over time through open market purchases and pursuant to warrants to acquire
AmerisourceBergen common stock and gain associated representation on AmerisourceBergen’s Board of
Directors in certain circumstances. Please refer to the Company’s Form 8-K filed on March 20, 2013 for more
detailed information regarding these agreements and arrangements.

As of August 31, 2020, the Company owned 56,854,867 AmerisourceBergen common shares representing
approximately 28% of the outstanding AmerisourceBergen common stock and has designated one member of
AmerisourceBergen’s board of directors. As of August 31, 2020, the Company can acquire up to an additional
8,398,752 AmerisourceBergen shares in the open market and thereafter designate another member of
AmerisourceBergen’s board of directors, subject in each case to applicable legal and contractual requirements.
The amount of permitted open market purchases is subject to increase or decrease in certain circumstances.

The Company accounts for its investment in AmerisourceBergen using the equity method of accounting, subject
to a two-month reporting lag, with the net earnings attributable to the investment classified within the operating
income of the Company’s Pharmaceutical Wholesale segment.

See management’s discussion and analysis in part II, item 7 and note 5, equity method investments and note 18,
related parties to the Consolidated Financial Statements included in part II, item 8, below for additional
information.
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Industry overview

The retail pharmacy and pharmaceutical wholesale industries across the globe are highly competitive and
dynamic and have experienced consolidation and an evolving competitive landscape in recent years. Prescription
drugs play a significant role in healthcare and constitute a first line of treatment for many medical conditions.
The Company believes the long-term outlook for prescription drug utilization is strong due, in part, to aging
populations, increases in life expectancy, increases in the availability of generic drugs, the continued
development of innovative drugs that improve quality of life and control healthcare costs and increases in the
number of persons with insurance coverage for prescription drugs, including, in the United States, “baby
boomers” increasingly becoming eligible for the federally funded Medicare Part I} prescription program.
Pharmaceutical wholesalers act as a vital link between drug manufacturers and pharmacies and healthcare
providers in supplying pharmaceuticals to patients.

The retail pharmacy industry across the globe relies significantly on private and governmental third-party payers.
Many private organizations throughout the healthcare industry, including pharmacy benefit management
(“PBM”) companies and health insurance companies, have consolidated in recent years to create larger
healthcare enterprises with greater bargaining power. Third-party payers, including the Medicare Part D plans
and the state-sponsored Medicaid and related managed care Medicaid agencies in the United States, can change
eligibility requirements or reduce certain reimbursement rates. In addition, in many European countries, the
government provides or subsidizes healthcare to consumers and regulates pharmaceutical prices, patient
eligibility and reimbursement levels to control costs for the government-sponsored healthcare system. Changes in
law or regulation also can impact reimbursement rates and terms. For example, the Patient Protection and
Affordable Care Act (the “ACA”) was enacted to help control federal healthcare spending, including for
prescription drugs, in the United States. These changes generally are expected to reduce Medicaid
reimbursements in the United States. State Medicaid programs are also expected to continue to seek reductions in
reimbursements. When third-party payers or governmental authorities take actions that restrict eligibility or
reduce prices or reimbursement rates, sales and margins in the retail pharmacy industry could be reduced, which
would adversely affect industry profitability. In some cases, these possible adverse effects may be partially or
entirely offset by controlling inventory costs and other expenses, dispensing more higher margin generics,
finding new revenue streams through pharmacy services or other offerings and/or dispensing a greater volume of
prescriptions.

These industry dynamics and challenges are continuous and have intensified in recent years. Since the
completion of the strategic combination with Alliance Boots in December 2014, the Company has had a
continuous focus on operational efficiencies and cost reduction.

Generic prescription drugs have continued to help lower overall costs for customers and third-party payers. The
Company expects the utilization of generic pharmaceuticals to continue to increase. In general, in the United
States, generic versions of drugs generate lower sales dollars per prescription, but higher gross profit dollars, as
compared with patent-protected brand name drugs. The impact on retail pharmacy gross profit dollars can be
significant in the first several months after a generic version of a drug is first allowed to compete with the
branded version, which is generally referred to as a “generic conversion”. In any given year, the number of major
brand name drugs that undergo a conversion from branded to generic status can vary and the timing of generic
conversions can be difficult to predict, which can have a significant impact on retail pharmacy sales and gross
profit dollars. In general, in the United States, specialty prescription business is also growing and generates
higher sales dollars per prescription, but lower gross margin, as compared to generic prescription drugs.

The Company expects that market demand, government regulation, third-party reimbursement policies,
government contracting requirements and other pressures will continue to cause the industries in which the
Company competes to evolve. Pharmacists are on the frontlines of the healthcare delivery system, and the
Company believes rising healthcare costs and the limited supply of primary care physicians present opportunities
for pharmacists and retail pharmacies to play an even greater role in driving positive outcomes for patients and
payers through expanded service offerings.
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Segments

Our operations are organized into three divisions, which are also our reportable segments:
* Retail Pharmacy USA;
* Retail Pharmacy International; and

* Pharmaceutical Wholesale.

For fiscal 2020, our segment sales were: Retail Pharmacy USA, $107.7 billion; Retail Pharmacy International,
$10.0 billion; and Pharmaceutical Wholesale, $24.0 billion. Additional information relating to our segments is
included in management’s discussion and analysis of financial condition and results of operations in part IL, item
7 below and in note 16, segment reporting and note 17, sales, to our Consolidated Financial Statements included
in part I, item 8 below, which information is incorporated herein by reference.

Retail Pharmacy USA

The Retail Pharmacy USA division (excluding equity method investments) has pharmacy-led health and beauty
retail offerings in 50 states, the District of Columbia, Puerto Rico and the U.S. Virgin Islands, each focused on
helping people feel happy and healthy. The Company operated 9,021 retail stores in the division as of August 31,
2020. The principal retail pharmacy brands in the division are Walgreens and Duane Reade. The Company is a
market leader in the United States and, as of August 31, 2020, approximately 78% of the population of the
United States lived within five miles of a Walgreens and Duane Reade retail pharmacy.

The Company is focused on creating a neighborhood health destination and a more modern pharmacy aligned to
a wider range of healthcare services. Significant investments in fiscal 2021 are expected to accelerate the
Company’s customer-centric approach, with specific focus on transforming omni-channel capabilities and
offerings across retail and healthcare. The Company’s services help improve health outcomes for patients and
manage costs for payers, including employers, managed care organizations, health systems, PBM companies and
the public sector. The Company utilizes its retail network as a channel to provide health and wellness services to
its customers and patients, as illustrated by the Company’s ability to play a significant role in providing flu
vaccines and other immunizations. Additionally, through our strategic partnership strategy, our key
collaborations aim to develop new health care delivery models and to improve access to advanced healthcare
technologies and solutions. We have taken further steps to develop our neighborhood health destinations,
working with our strategic partners such as VillageMD to provide an integrated primary care and pharmacy
model that aims to drive better health outcomes, reduce costs and provide a differentiated patient experience to
the communities we serve.

The Company also provides specialty pharmacy and mail services, and offers other health and wellness services
throughout the United States, most of which are operated by our healthcare strategic partners. The Company has
more than 85,000 healthcare service providers, including pharmacists, pharmacy technicians, nurse practitioners
and other health related professionals.

The division provides customers with convenient, omni-channel access to consumer goods and services,
including own branded general merchandise, such as Well at Walgreens, NICE!, No7, and Soap & Glory, as well
as pharmacy and health and wellness services in communities across the United States. Integrated with the
Company’s e-commerce platform, the Walgreens mobile application allows customers to refill prescriptions
through scan technology, receive notifications when a refill is due and choose their delivery option, which
includes in-store pick up, drive-thru or delivery to their home. The Walgreens Find Care platform also includes
telehealth service providers, connecting patients and customers with options to access convenient and affordable
care from their mobile devices. Additionally, the Company has expanded the retail functionality of its mobile
application, such as extending drive-thru service to include retail products and curbside collection for online
orders. The division is also implementing new approaches to promotions, product selection and other areas to
deliver greater value to its customers in its stores, including through an enhanced beauty offering.

-5-
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The components of the division’s sales are Pharmacy (the sale of prescription drugs and provision of pharmacy-
related services) and Retail (the sale of healthcare and retail products including non-prescription drugs, health
and wellness, beauty and personal care, and consumables and general merchandise). The division’s sales are
subject to the influence of seasonality, particularly the cough, cold and flu seasons and winter holiday. This
seasonality also can affect the division’s proportion of sales between Retail and Pharmacy during certain periods.
The components of the division’s fiscal year sales were as follows:

Fiscal 2020  Fiscal 2019  Fiscal 2018

Pharmacy 75% 74% 72%
Retail 25% 26% 28%
Total 100% 100% 100%

The Company filled 818.0 million prescriptions (including immunizations) in the division in fiscal 2020.
Adjusted to 30-day equivalents, prescriptions filled were 1.2 billion in fiscal 2020. The Company fills
prescriptions under Medicare, Medicaid and other publicly financed or sponsored health benefit and prescription
drug plans and programs, including the federal 340B drug pricing program. Sales where reimbursement is
received from managed care organizations, governmental agencies, PBM companies and private insurance were
approximately 97% of the division’s fiscal 2020 Pharmacy sales.

The Company fills prescriptions for many state Medicaid public assistance programs. Sales from all such
Medicaid plans were approximately 4% of the division’s fiscal 2020 sales. Sales from Medicare Part I} plans
were approximately 20% of the division’s fiscal 2020 sales.

The Company’s U.S. loyalty program, Balance® Rewards, is designed to reward its most valuable customers and
encourage shopping in stores and online. Balance® Rewards members receive special pricing on select products
and earn everyday rewards points for purchasing most merchandise that can be instantly redeemed in store or
through walgreens.com. As of August 31, 2020, the number of active Balance® Rewards members totaled
approximately 86 million. For this purpose, an active member is defined here as someone who has used their card
in the last six months. In fiscal 2021, we plan to launch the new myWalgreens initiative to provide a new
interface for customers to access the enhanced and growing Walgreens digital offering. The new program will
greatly simplify how customers accumulate and can use rewards. Points will be replaced by Walgreens Cash,
reflecting the actual value of the reward and allowing the cash benefit to be applied as the customer chooses, not
just to future transactions at Walgreens but even in support of their favorite charity or community cause.

AmerisourceBergen supplies and distributes a significant amount of generic and branded pharmaceutical
products to the division’s pharmacies. The Company purchases its non-pharmaceutical merchandise from
numerous manufacturers and wholesalers.

The division’s sales, gross profit margin and gross profit are impacted by, among other things, both the
percentage of prescriptions filled that are generic and the rate at which new generic drugs are introduced to the
market. Because any number of factors outside of the Company’s control can affect timing for a generic
conversion, the Company faces substantial uncertainty in predicting when such conversions will occur and what
effect they will have on particular future periods.

The current environment of the Company’s pharmacy business also includes ongoing reimbursement pressure
and a shift in pharmacy mix towards 90-day at retail (one prescription that is the equivalent of three 30-day
prescriptions) and Medicare Part D) prescriptions. Further consolidation among generic manufacturers coupled
with changes in the number of major brand name drugs anticipated to undergo a conversion from branded to
generic status may also result in gross margin pressures within the industry.

The Company continuously faces reimbursement pressure from PBM companies, government, health
maintenance organizations, managed care organizations and other commercial third-party payers; agreements
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with these payers are regularly subject to expiration, termination or renegotiation. In addition, plan changes with
rate adjustments often occur in January and the Company’s reimbursement arrangements may provide for rate
adjustments at prescribed intervals during their term. The Company experienced lower reimbursement rates in
fiscal 2020 as compared to the same period in the prior year. The Company expects these pressures to continue.

The Company has also worked to develop and expand its relationships with commercial third-party payers to
enable new and/or improved market access via participation in pharmacy provider networks they offer. The
prescription volume impact of new agreements and relationships typically is incremental over time.

The Company’s 90-day at retail prescription drug offering is typically at a lower margin than comparable 30-day
prescriptions, but provides the Company with the opportunity to increase business with patients with chronic
prescription needs while offering increased convenience, helping facilitate improved prescription adherence and
resulting in a lower cost to fill the 90-day prescription. Similarly, the growing specialty prescription business,
which generates higher sales dollars per prescription, may result in gross margin pressures within the industry, as
compared to generic prescription drugs. The division’s performance is also impacted by the current environment,
including the uncertainty as a result of COVID-19. For more information, see Risk Factors in Item 1A below.

Retail Pharmacy International

The Retail Pharmacy International division (excluding equity method investments) has pharmacy-led health and
beauty retail businesses in eight countries, each focused on helping people look and feel their best. The Company
operated 4,428 retail stores in the division as of August 31, 2020 (see properties in part I, item 2 below for
information regarding geographic coverage) and has grown its omni-channel platform, including its online
presence, in recent years. The Company’s principal retail pharmacy brands are Boots in the United Kingdom,
Thailand, Norway, the Republic of Treland and The Netherlands, Benavides in Mexico and Ahumada in Chile. In
Europe, the Company is a market leader and its retail stores are conveniently located with pharmacists well
placed to provide a significant role in the provision of healthcare services, working closely with other primary
healthcare providers in the communities the Company serves.

The Boots omni-channel offering is differentiated from that of competitors due to the product brands the
Company owns, such as No7, Boots Pharmaceuticals, Liz Earle, Soap & Glory, Sleek MakeUp, Botanics and
‘only at Boots® exclusive products, together with its long established reputation for trust and customer care. The
Company’s brands portfolio is enhanced by its in-house product research and development capabilities. The
Company has introduced new beauty brands and beauty halls in key locations. Certain of the product brands of
the Company are also sold by third-party retailers.

The Company’s retail store networks are typically complemented by online platforms. In the United Kingdom,
through the boots.com website and integrated mobile application, the ‘order and collect’ service normally allows
customers to order from a range of over 33,000 products by 8:00 p.m. and collect the following day from
approximately 98% of the United Kingdom’s retail stores.

The Boots Advantage Card loyalty program, where customers earn points on purchases for redemption at a later
date, continues to be a key element of the Boots offering. As of August 31, 2020, the number of active Boots
Advantage Card members totaled approximately 11 million. For this purpose, an active member is defined as
someone who has used their card in the last six months.

In addition, Boots in the United Kingdom is one of the leaders in the optical market with 550 practices, of which
165 operated on a franchise basis as of August 31, 2020. Approximately 30% of these optical practices are
located in Boots stores with the balance being standalone optical practices.

The components of the division’s sales are Pharmacy (typically the sale of prescription drugs and provision of
pharmacy-related services, subject to variation in particular jurisdictions depending upon regulatory and other
factors) and Retail (primarily the sale of health and beauty products including beauty, toiletries and lifestyle
merchandising, non-prescription drugs and, in the United Kingdom, the provision of optical services).
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The division’s sales are subject to the influence of seasonality, with the second fiscal quarter typically the
strongest as a result of the winter holiday period. This seasonality affects the division’s proportion of sales
between Retail and Pharmacy during certain periods. The components of the division’s fiscal year sales were as
follows:

Fiscal 2020  Fiscal 2019  Fiscal 2018

Pharmacy 39% 36% 35%
Retail 61% 64% 65%
Total 100% 100% 100%

The division’s Retail sales, gross profit margin and gross profit dollars are impacted by, among other things, the
highly competitive nature of the health and beauty category, specifically the Company and its competitors’
pricing actions, promotional offers and events and the customer’s desire for value and convenience.

The division’s Pharmacy sales, gross margin and gross profit dollars are impacted by governmental agencies and
other third-party payers seeking to minimize increases in the costs of healthcare, including pharmaceutical drug
reimbursement rates. In the United Kingdom, which is the division’s largest market for Pharmacy sales, the
amount of government funding available for pharmacy services is typically reviewed and agreed with the
pharmacy industry on an annual basis.

In addition, performance as measured in U.S. dollars is impacted by the exchange rates used to translate these
amounts into U.S. dollars, the exchange rate of British pound sterling being the most significant.

The division’s performance and relevant exchange rates are also impacted by the current environment, including
the uncertainty as a result of COVID-19 and political uncertainty in the United Kingdom surrounding “Brexit.”
For more information relating to these topics, see Risk Factors in Item 1A below.

Pharmaceutical Wholesale

The Pharmaceutical Wholesale division consists of the Alliance Healthcare pharmaceutical wholesaling and
distribution businesses and an equity method investment in AmerisourceBergen. The Pharmaceutical Wholesale
division (excluding equity method investments), which mainly operates under the Alliance Healthcare brand,
supplies medicines, other healthcare products and related services to more than 115,000 pharmacies, doctors,
health centers and hospitals each year from 306 distribution centers in 11 countries, primarily in Europe, as of
August 31, 2020.

Combined with local engagement, scale is important in pharmaceutical wholesaling. Walgreens Boots Alliance is
one of the largest pharmaceutical wholesalers and distributors in Europe, and it ranks as one of the top three in
market share in many of the individual countries in which it operates.

The distribution of prescription medicines to pharmacists comprises the vast majority of the division’s sales. The
wholesale businesses seek to provide high core service levels to pharmacists in terms of frequency of delivery,
product availability, delivery accuracy, timeliness and reliability at competitive prices. The Company also offers
customers innovative added-value services to help pharmacists develop their own businesses. This includes
membership of Alphega Pharmacy, the Company’s pan-European network for independent pharmacies, which, as
of August 31, 2020, had over 7,200 members.

In addition to the wholesale of medicines and other healthcare products, the division’s businesses provide
services to pharmaceutical manufacturers which are increasingly seeking to gain greater control over their
product distribution, while at the same time outsourcing non-core activities. These services include pre-wholesale
and contract logistics (mainly under the Alloga brand), direct deliveries to pharmacies and innovative and
specialized healthcare services, covering clinical homecare, medicine support, dispensing services, medicine
preparation and clinical trial support (mainly under the Alcura brand).
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The division’s sales, gross profit margin and gross profit dollars are impacted by, among other things,
government actions, which typically seek to reduce the growth in prescription drug consumption, reduce
reimbursement rates and increase generic drug utilization. A greater proportion of generic drugs, whether as a
result of government actions, generic conversions or other factors, typically has an adverse effect on the
Company’s revenues. However, in the wholesale division, the Company typically earns equal or better gross
margins on generic drugs than on branded drugs, although there are exceptions.

Changes in manufacturers’ product distribution business models can also impact the division’s sales and gross
margin. For example, when pharmaceutical drug manufacturers introduce fee-for-service contracts, the
Company’s sales are reduced even if it is successful in winning these contracts, as the Company only recognizes
sales for the amount of the fees charged. Other manufacturer services, including pre-wholesale and contract
logistics operations, are typically on a fee-for-service basis.

In addition, performance as measured in U.S. dollars is impacted by the exchange rates used to translate these
amounts into U.S. dollars, the exchange rate of British pound sterling and the Euro being the most significant.
The division’s sales are subject to less seasonality than the Company’s other divisions.

The division’s performance and relevant exchange rates are also impacted by the current environment, including

the uncertainty as a result of COVID-19 and political uncertainty in the United Kingdom surrounding “Brexit.”
For more information relating to these topics, see Risk Factors in Item 1A below.

Intellectual property and licenses

The Company markets products and services under various trademarks, trade dress and trade names and relies on
a combination of patent, copyright, trademark, service mark and trade secret laws, as well as contractual
restrictions to establish and protect its proprietary rights. The Company owns numerous domain names, holds
numerous patents, has registered numerous trademarks and has filed applications for the registration of a number
of other trademarks and service marks in various jurisdictions. The Company holds assorted business licenses
(such as pharmacy, occupational, liquor and cigarette) having various lives within multiple legal jurisdictions,
which are necessary for the normal operation of the business.

Seasonal variations in business

The Company’s business is affected by a number of factors including, among others, COVID-19, its sales
performance during holiday periods (including particularly the winter holiday season) and during the cough, cold
and flu season (the timing and severity of which is difficult to predict), significant weather conditions, the timing
of its own or competitor discount programs and pricing actions and the timing of changes in levels of
reimbursement from governmental agencies and other third-party payers. See the summary of quarterly results
(unaudited) in note 19, supplementary financial information, to the Consoclidated Financial Statements included
in part II, item 8 below.

Sources and availability of raw materials

Inventories are purchased from numerous domestic and foreign suppliers. The Company does not believe that the
loss of any one supplier or group of suppliers under common control would have a material adverse effect on its
business or that of any of its divisions.

Working capital practices

Effective inventory management is important to the Company’s operations. The Company uses various inventory
management techniques, including demand forecasting and planning and various forms of replenishment
management. Its working capital needs typically are greater in the months leading up to the winter holiday
season. The Company generally finances its inventory and expansion needs with internally-generated funds and
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short-term debt. For additional information, see the liquidity and capital resources section in management’s
discussion and analysis of financial condition and results of operations in part II, item 7, below.

Customers

The Company sells to numerous retail and wholesale customers. No single customer accounted for more than
10% of the Company’s consolidated sales for any of the periods presented. In fiscal 2020, substantially all of our
retail pharmacy sales were to customers covered by third-party payers (e.g., pharmacy benefit managers,
insurance companies and governmental agencies) that agree to pay for all or a portion of a customer’s eligible
prescription purchases. One third-party payer in the Retail Pharmacy USA division accounted for approximately
11% of the Company’s consolidated sales in fiscal 2020.

See note 16, segment reporting, to the Consolidated Financial Statements.

Regulation

In the countries in which the Company does business, the Company is subject to national, state and local laws,
regulations and administrative practices concerning retail and wholesale pharmacy operations, including
regulations relating to the Company’s filling of prescriptions under Medicare, Medicaid and other publicly
financed or sponsored health benefit plan and prescription drug plans and programs including the federal 340B
drug pricing program; regulations prohibiting kickbacks, beneficiary inducement and the submission of false
claims; the Health Insurance Portability and Accountability Act (“HIPAA™); the ACA; licensure and registration
requirements concerning the operation of pharmacies and the practice of pharmacy; and regulations of the U.S.
Food and Drug Administration, the U.S. Federal Trade Commission, the U.S. Drug Enforcement Administration
and the U.S. Consumer Product Safety Commission, as well as regulations promulgated by comparable foreign,
state and local governmental authorities concerning the operation of the Company’s businesses. The Company is
also subject to laws and regulations relating to licensing, tax, foreign trade, intellectual property, privacy and data
protection, currency, political and other business restrictions.

The Company is also governed by national, state and local laws of general applicability in the countries in which
it does business, including laws regulating matters of working conditions, health and safety and equal
employment opportunity. In connection with the operation of its businesses, the Company is subject to laws and
regulations relating to the protection of the environment and health and safety matters, including those governing
exposure to, and the management and disposal of, hazardous substances.

Competitive conditions

The industries in which the Company operates are highly competitive. As a leader in the retail pharmacy industry
and as a retailer of general merchandise, the Company competes with various local, regional, national and global
retailers, including chain and independent pharmacies, mail order prescription providers, grocery stores,
convenience stores, mass merchants, online and omni-channel pharmacies and retailers, warehouse clubs, dollar
stores and other discount merchandisers. The Company’s pharmaceutical wholesale businesses compete with
other pharmaceutical wholesalers as well as alternative supply sources such as importers and manufacturers who
supply directly to pharmacies. The Company competes primarily on the basis of service, convenience, variety
and price. Its geographic dispersion helps mitigate the impact of temporary, localized economic and competitive
conditions in individual markets. See “properties” in part I, item 2, below for further information regarding the
Company’s geographic dispersion.

Employees

As of August 31, 2020, the Company employed approximately 331,000 persons, approximately 108,000 of
whom were part-time employees working less than 30 hours per week. The foregoing does not include
employees of equity method investments.
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Available information

The Company makes available free of charge on or through its website at http://investor.walgreensbootsalliance.com
its Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to
these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act of 1934, as amended (the
“Exchange Act™), as soon as reasonably practicable after the Company files or furnishes them to the SEC. The contents
of the website are not, however, a part of this Form 10-K or the Company’s other SEC filings.

Item 1A. Risk factors

In addition to the other information in this report and our other filings with the SEC, you should carefully
consider the risks described below, which could materially and adversely affect our business operations, financial
condition and results of operations. COVID-19 amplifies and exacerbates many of the risks we face in our
business operations, including those discussed below. These risks are not the only risks that we face. Our
business operations could also be affected by additional factors that are not presently known to us or that we
currently consider to be immaterial.

Our business operations, results of operations, cash flows and financial position have been and will in the
future be adversely impacted by COVID-19, and the duration and extent to which it will impact our
business operations, results of operations, cash flows and financial position remains uncertain.

In December 2019, a novel strain of coronavirus, which causes the infectious disease known as COVID-19, was
reported. The World Health Organization declared COVID-19 a “Public Health Emergency of International
Concern” on January 30, 2020 and a global pandemic on March 11, 2020. COVID-19 has severely impacted, and
is expected to continue to severely impact, the economies of the U.S., the UK and other countries around the
world. COVID-19 has created significant public health concerns as well as significant volatility, uncertainty and
economic disruption in every region in which we operate, all of which have adversely affected and may continue
to adversely affect our industries and our business operations. While we have taken numerous steps intended to
mitigate the impact of the pandemic on us, there can be no assurance that such steps will be successful or that our
business operations, results of operations, cash flows and financial position will not be materially and adversely
affected by the consequences of the pandemic.

The extent to which COVID-19 impacts us will depend on numerous evolving factors and future developments
that we are not able to predict or control, including but not limited to:

« the severity and duration of the pandemic, including whether there are additional “waves” or other
additional periods of increases or spikes in the number of COVID-19 cases in areas in which we
operate;

s the duration, degree and effectiveness of governmental, business or other actions in response to the
pandemic, including but not limited to quarantine, shelter-in-place, social distancing and facemask
measures; restrictions on or changes to our operations up to and including complete or partial closure
of our stores, facilities and distribution centers; economic measures; access to unemployment
compensation; stimulus payments and other fiscal policy changes; or additional measures that may not
yet be effected;

» the timing and availability of, and prevalence of access to and utilization of, effective medical
treatments and vaccines for COVID-19;

s changes in the timing and extent of restrictions impacting our businesses and our customers as a result
of COVID-19, which may vary materially over time and among the different regions and markets we
serve;

* evolving macroeconomic factors, including general economic uncertainty, unemployment rates, and
recessionary pressures;
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the impact of the pandemic on economic activity and the pace and extent of recovery when the
pandemic subsides, which may vary materially over time and among the different regions and markets
we serve;

the extent and duration of the effect on consumer confidence, economic well-being, spending, customer
demand, buying patterns and shopping behaviors, including spend on discretionary categories, which
often include higher margin products, and increased utilization of online sales channels, both during
and after the pandemic;

the health of and the effect on our team members and our ability to meet staffing needs in our stores,
distribution facilities, wholesale operations, corporate offices and other critical functions, including if
team members are quarantined as a result of exposure;

the impacts - financial, operational and otherwise - on our distribution channels and supply chain,
including manufacturers and suppliers of products we sell and logistics and transportation providers,
and on our other strategic partners and service providers, including the ability of these third parties to
pay amounts owed to us timely or in full or to remain in business;

consequences on our business performance and strategic initiatives stemming from the substantial
investment of time and other resources to the pandemic response;

the incremental costs of doing business during and/or after the pandemic;
volatility or disruptions in the credit and financial markets during and/or after the pandemic;

any impairment in value of our tangible or intangible assets which could be recorded as a result of a
weaker economic conditions;

the potential effects on our internal controls including those over financial reporting as a result of
changes in working environments such as shelter-in-place and similar orders that are applicable to our
team members and business partners, among others;

changes to, and modifications of, business practices and internal policies and procedures, including in
response to regulatory changes as a result of COVID-19;

increased cyber security risks, including as a result of our team members, and employees of our
business partners, vendors, suppliers and other third parties with which we do business, working
remotely:

the impact of regulatory and judicial changes in liability for workers compensation and potential
increases in insurance costs, medical claims costs and workers’ compensation claim costs;

the impact of litigation or claims from customers, employees, suppliers, regulators or other third parties
relating to COVID-19 or our actions in response thereto;

the potential reputational harm to our brands if we fail to appropriately respond, or are perceived to
have inadequately responded, to risks relating to COVID-19;

the rapidly changing and fluid circumstances caused by the pandemic and our ability to respond
quickly or appropriately to those circumstances; and

the long-term impacts of the pandemic on the global economy, trade relations, consumer behavior, our
industry and our business operations.

The above factors and uncertainties, or others of which we are not currently aware, may result in material adverse
impacts to our business, results of operations, cash flows and financial condition. In addition, we cannot predict
with certainty the impact that COVID-19 will have on our customers, suppliers, vendors, and other business
partners, and each of their financial conditions; however, any material adverse effect on these parties could
materially and adversely impact us.
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We have incurred and continue to incur additional costs related to efforts to protect the health and well-being and
meet the needs of our customers and team members, including expanding the use of drive-thru locations in the
United States, providing additional cleaning materials for our stores and other facilities, and focusing on home
delivery and digital services to connect with our customers. In addition, we have enhanced certain employee
benefits. We expect to continue to incur additional costs, which may be significant, as we continue to respond to
this pandemic. COVID-19 has also caused supply chain disruption which has resulted and may continue to result
in higher supply chain costs to replenish inventory in our stores and distribution centers. Furthermore, while we
have significantly increased our purchases across many key categories, we may face delays or difficulty sourcing
certain products which could negatively impact us.

Further, our management remains focused on mitigating COVID-19, which has required, and will continue to
require, a substantial investment of time and resources across our enterprise and could delay other value added
services. For example, during the second half of fiscal 2020, we temporarily refocused certain resources from our
Transformational Cost Management Program to work on COVID-19 impacts, delayed the roll out of certain
growth initiatives and selectively delayed investments in certain planned initiatives. Additionally, many of our
employees transitioned to remote working arrangements as a result of the pandemic, which amplified our already
extensive reliance on computer systems and our continued need for unimpeded access to the Internet to use those
systems. The increase in remote work arrangements has increased certain operational risks, including but not
limited to cybersecurity risks, and could adversely affect our ability to manage our business. We have also
modified other parts of our operations during the pandemic, including changes in the manner in which team
meimbers interact with customers and each other, adjusting our in-store returns process, establishing protocols for
customer traffic, reducing store hours, and, in some locations, other restrictions or modifications on our
operations due to emergency state or local restrictions or their effects. There can be no assurance that such
measures will be sufficient to mitigate the risks posed by the pandemic, and implementation of such measures
have adversely affected, and may continue to negatively affect, the customer experience, sales, and our results
from operations.

The impact of COVID-19 may also exacerbate other risks discussed herein, including but not limited to those
related to consumer behavior and expectations, competition, brand reputation, implementation of strategic
initiatives, cybersecurity threats, technology systems disruption, supply chain disruptions, labor availability,
litigation and legal proceedings, and regulatory requirements and proceedings, any of which could have a
material adverse effect on us. This situation is changing rapidly and additional impacts may arise that we are not
aware of currently.

Reductions in third-party reimbursement levels, firom private or governmental agency plans, and potential
changes in industry pricing benchmarks for prescription drugs could materially and adversely affect our
results of operations.

The substantial majority of the prescriptions we fill are reimbursed by third-party payers, including private and
governmental agency payers. The continued efforts of health maintenance organizations, managed care
organizations, PBM companies, governmental agencies, and other third-party payers to reduce prescription drug
costs and pharmacy reimbursement rates, as well as litigation and other legal proceedings relating to how drugs
are priced, may adversely impact our results of operations. In the United States, plan changes with rate
adjustments often occur in January and our reimbursement arrangements may provide for rate adjustments at
prescribed intervals during their term. In addition, the timing and amount of periodic contractual reconciliations
payments can vary significantly and may not follow a predictable path. Further, in an environment where some
PBM clients utilize narrow or restricted pharmacy provider networks, some of these entities may offer pricing
terms that we may not be willing to accept or otherwise restrict our participation in their networks of pharmacy
providers.

Changes in political, economic and regulatory influences also may significantly affect healthcare financing and
prescription drug reimbursement practices. In the United States, for example, there have been multiple attempts
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through executive action, legislative action and legal challenges to modify or repeal healthcare legislation, along
with additional initiatives focused on increasing transparency and reducing costs in the U.S. healthcare system.
We cannot predict whether current or future efforts to modify or repeal these laws will be successful, nor can we
predict the impact that such a modification or repeal and any subsequent legislation would have on our business
and reimbursement levels. There have also been a number of other proposals and enactments by the federal
government and various states to reduce Medicare Part D and Medicaid reimbursement levels in response to
budget deficits, and we expect additional proposals in the future. In the event that a third-party payer’s budgetary
or financial condition deteriorates, they may not be able to pay timely, or may delay payment of, amounts owed
to us. There can be no assurance that recent or future changes in prescription drug reimbursement policies and
practices will not materially and adversely affect our results of operations. In many countries where we have
operations, the government provides or subsidizes healthcare to consumers and regulates pharmaceutical prices,
patient eligibility and reimbursement levels to control costs for the government-sponsored healthcare system.
Efforts to control healthcare costs, including prescription drug costs, are continuous and reductions in third-party
reimbursement levels could materially and adversely affect our results of operations.

In addition, many payers in the United States are increasingly considering new metrics as the basis for
reimbursement rates. It is possible that the pharmaceutical industry or regulators may evaluate and/or develop an
alternative pricing reference to replace average wholesale price, which is the pricing reference used for many of
our contracts. In addition, many state Medicaid fee-for-service programs have established pharmacy network
payments on the basis of actual acquisition cost, which could have an impact on reimbursement practices in other
commercial and governmental arrangements. Future changes to the pricing benchmarks used to establish
pharmaceutical pricing, including changes in the basis for calculating reimbursement by third-party payers, could
adversely affect us.

A shift in pharmacy mix toward lower margin plans, preducts, and programs could adversely affect our
results of operations.

Our Retail Pharmacy USA division seeks to grow prescription volume while operating in a marketplace with
continuous reimbursement pressure. A shift in the mix of pharmacy prescription volume towards programs
offering lower reimbursement rates could adversely affect our results of operations. For example, our Retail
Pharmacy USA division has experienced a shift in pharmacy mix towards 90-day at retail in recent years and
more recently during the COVID-19 pandemic, and specialty pharmacy represents a significant and growing
proportion of prescription drug spending in the United States and a larger proportion of our revenues. Qur 90-day
at retail offering for patients with chronic prescription needs typically is at a lower margin than comparable
30-day prescriptions, and specialty pharmacy sales are generally also lower margin. Our Retail Pharmacy USA
division also has experienced a shift in pharmacy mix towards Medicare Part I prescriptions in recent years, and
that trend may continue. Preferred Medicare Part D networks have increased in number in recent years; however,
we do not participate in all such networks. We have accepted market competitive reimbursement rates in order to
secure preferred relationships with Medicare Part D plans serving senior patients with significant pharmacy
needs. We also have worked to develop and expand our relationships with commercial third-party payers to
enable new and/or improved market access via participation in the pharmacy provider networks they offer. If we
are not able to generate additional prescription volume and other business from patients participating in these
programs that is sufficient to offset the impact of lower reimbursement, or if the degree or terms of our
participation in such preferred networks declines from current levels in future years, our results of operations
could be materially and adversely affected.

‘We derive a significant portion of our sales in the United States from prescription drug sales reimbursed
by a limited number of pharmacy benefit management companies.

We derive a significant portion of our sales in the United States from prescription drug sales reimbursed through
prescription drug plans administered by a limited number of PBM companies. PBM companies typically
administer multiple prescription drug plans that expire at various times and provide for varying reimbursement
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rates, and often limit coverage to specific drug products on an approved list, known as a formulary, which might
not include all of the approved drugs for a particular indication. Changes in pricing and other terms of our
contracts with PBM companies can significantly impact our results of operations. There can be no assurance that
we will continue to participate in any particular PBM company’s pharmacy provider network in any particular
future time period or on terms reasonably acceptable to us. If our participation in the pharmacy provider network
for a prescription drug plan administered by one or more of the large PBM companies is restricted or terminated,
we expect that our sales would be adversely affected, at least in the short-term. If we are unable to replace any
such lost sales, either through an increase in other sales or through a resumption of participation in those plans,
our operating results could be materially and adversely affected. If we exit a pharmacy provider network and
later resume participation, there can be no assurance that we will achieve any particular level of business on any
particular pace, or that all clients of the PBM company will choose to include us again in the pharmacy network
for their plans, initially or at all. In addition, in such circumstances we may incur increased marketing and other
costs in connection with initiatives to regain former patients and attract new patients covered by such plans.

‘We face significant competition in attracting and retaining talented employees. Successfully managing
succession for, and retention of, key executives is critical to our success, and failure to do so could have an
adverse impact on our future performance.

Our ability to attract, engage, develop and retain qualified and experienced employees at all levels, including in
executive and other key strategic positions, is essential for us to meet our objectives. We compete with many
other businesses to attract and retain employees. Competition among potential employers might result in
increased salaries, benefits or other employee-related costs, or in our failure to recruit and retain employees. We
may experience sudden loss of key personnel due to a variety of causes, such as illness, and must adequately plan
for succession of key roles. Any of these risks could have a materially adverse impact on our business operations,
financial condition and results of operations.

Any failure to adequately plan for and manage succession of senior management and other key management
roles or the failure of key employees to successfully transition into new roles could have a material adverse effect
on our business and results of operations. While we have succession plans in place and employment
arrangements with certain key executives, these do not guarantee the services of these executives will continue to
be available to us. In July 2020, we announced a search for a new chief executive officer (CEO). We also
announced that when the new CEQ takes office, Stefano Pessina will resign as CEQ and Executive Vice
Chairman of the Board and be appointed as the Executive Chairman of the Board (subject to applicable law,
including fiduciary duties) and James Skinner will resign as Executive Chairman of the Board, while remaining
on the Board to help facilitate a smooth transition. Any significant leadership change or senior management
transition involves inherent risks and any failure to timely hire a qualified CEO and ensure a smooth transition
could hinder the Company’s strategic planning, execution and future performance. Changes in the senior
management team also may create uncertainty among investors, employees, business partners and others
concerning the Company’s future direction and performance. Any disruption in the Company’s operations or
adverse impacts from such uncertainties could have a material adverse effect on our business operations,
financial condition and results of operations.

We could be adversely affected by a decrease in the intreduction of new brand name and generic
prescription drugs as well as increases in the cost to procure prescription drugs.

The profitability of our pharmacy businesses depends upon the utilization of prescription drugs. Utilization
trends are affected by, among other factors, the introduction of new and successful prescription drugs as well as
lower-priced generic alternatives to existing brand name drugs. Inflation in the price of drugs also can adversely
affect utilization, particularly given the increased prevalence of high-deductible health insurance plans and
related plan design changes. New brand name drugs can result in increased drug utilization and associated sales,
while the introduction of lower priced generic alternatives typically results in relatively lower sales, but relatively
higher gross profit margins. Accordingly, a decrease in the number or magnitude of significant new brand name
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drugs or generics successfully introduced, delays in their introduction, or a decrease in the utilization of
previously introduced prescription drugs, could materially and adversely affect our results of operations.

In addition, if we experience an increase in the amounts we pay to procure pharmaceutical drugs, including
generic drugs, it could have a material adverse effect on our results of operations. Our gross profit margins would
be adversely affected to the extent we are not able to offset such cost increases. Any failure to fully offset any
such increased prices and costs or to modify our activities to mitigate the impact could have a material adverse
effect on our results of operations. Additionally, any future changes in drug prices could be significantly different
than our expectations.

Consolidation and strategic alliances in the healthcare industry could adversely affect our business
operations, competitive positioning, financial condition and results of operations.

Many organizations in the healthcare industry, including PBM companies, have consolidated in recent years to
create larger healthcare enterprises with greater bargaining power, which has resulted in greater pricing
pressures. If this consolidation trend continues, it could give the resulting enterprises even greater bargaining
power, which may lead to further pressure on the prices for our products and services. If these pressures result in
reductions in our prices, our businesses would become less profitable unless we are able to achieve
corresponding reductions in costs or develop profitable new revenue streams.

New and proposed acquisitions, partnerships and strategic alliances in the healthcare industry also can alter
market dynamics and impact our businesses and competitive positioning. For example, in November 2018, CVS
Health Corporation, an integrated pharmacy health care company that operates one of the largest retail drugstore
chains and PBM companies in the United States, acquired Aetna, Inc., one of the largest diversified health care
benefits companies. Changes in the participants in global sourcing enterprises relating to drug procurement,
whether as a result of mergers, acquisitions or other transactions, can also have a similar effect on market
dynamics and our business. In addition, further consolidation among generic drug manufacturers could lead to
generic drug inflation in the future. We expect that market demand, government regulation, third-party
reimbursement policies, government contracting requirements, and other pressures will continue to cause the
healthcare industry to evolve, potentially resulting in further business consolidations and alliances and increased
vertical integration among the industry participants we engage with, and which could, if we are not able to
successfully anticipate and respond to evolving industry conditions in a timely and effective manner, materially
and adversely impact our business operations, financial condition and results of operations.

Our growth strategy is partially dependent upon our ability te identify and successfully complete
acquisitions, joint ventures and other strategic partnerships and alliances.

A significant element of our growth strategy is to identify, pursue and successfully complete and integrate
acquisitions, joint ventures and other strategic partnerships and alliances that either expand or complement our
existing operations. We have grown significantly through acquisitions in recent years and expect to continue to
acquire, partner with or invest in businesses that build on or are deemed complementary to our existing
businesses or further our strategic objectives. For example, in July 2020, the Company announced that it plans to
invest $1.0 billion in equity and convertible debt in VillageMD over the next three years, including a

$250 million equity investment completed in July 2020, subject to the terms of the agreement. The Company and
VillageMD also announced plans to open 500 to 700 “Village Medical at Walgreens” physician-led primary care
clinics in more than 30 U.S. markets in the next five years. Due in part to consolidation in the industries in which
we compete, there is significant competition for attractive targets and opportunities when available. There can be
no assurance that attractive acquisition or other strategic relationship opportunities will be available, that we will
be successful in identifying, negotiating and consummating favorable transaction opportunities, or that any such
transactions we complete will be successful and justify our investment of financial and other resources.

Acquisitions and other strategic transactions involve numerous risks, including difficulties in successfully
integrating the operations and personnel, navigating the necessary regulatory approval requirements, distraction
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of management from overseeing, and disruption of, our existing operations, difficulties in entering markets or
lines of business in which we have no or limited direct prior experience, the possible loss of key employees and
customers, and difficulties in achieving the synergies we anticipated. Any failure to select suitable opportunities
at fair prices, conduct appropriate due diligence and successfully integrate the acquired company, including
particularly when acquired businesses operate in new geographic markets or areas of business, could materially
and adversely impact our financial condition and results of operations. These transactions may also cause us to
significantly increase our interest expense, leverage and debt service requirements if we incur additional debt to
pay for an acquisition or investment, issue common stock that would dilute our current stockholders’ percentage
ownership, or incur asset write-offs and restructuring costs and other related expenses that could have a material
adverse impact on our operating results. Acquisitions, joint ventures and strategic investments also involve
numerous other risks, including potential exposure to assumed litigation and unknown environmental and other
liabilities, as well as undetected internal control, regulatory or other issues, or additional costs not anticipated at
the time the transaction was completed. No assurance can be given that our acquisitions, joint ventures and other
strategic partnerships and alliances will be successful and will not materially adversely affect our business
operations, financial condition or results of operations. If we are unable to successfully identify, complete and
integrate acquisitions, joint ventures and strategic investments in a timely and effective manner, our business
operations and growth strategies could be adversely affected.

Our strategic relationships include outsourcing and similar relationships. We outsource certain business and
administrative functions and rely on third parties to perform certain services on our behalf. We rely on these third
parties to meet our quality and performance requirements and to timely perform as expected. We periodically
negotiate provisions and renewals of these relationships, and there can be no assurance that such terms will
remain acceptable to us or such third parties. If our continuing relationship with certain third-party providers is
interrupted, or if such third-party providers experience disruptions or do not perform as anticipated, or we
experience problems with any transition, we may experience operational difficulties, reputational harm, and
increased costs that could materially and adversely affect our business operations and results of operations.

‘We are exposed to risks related to litigation and other legal proceedings.

We operate in a highly regulated and litigious environment. We are involved in legal proceedings, including
litigation, arbitration and other claims, and investigations, inspections, audits, claims, inquiries and similar
actions by pharmacy, healthcare, tax and other governmental authorities, including those contained in note 10,
commitments and contingencies, to the Consolidated Financial Statements included in part I, item 8 of this Form
10-K. For example, in January 2019, Walgreen Co., on behalf of itself, its subsidiaries and certain identified
affiliates, resolved matters regarding certain dispensing practices by entering into, among other things, a
Corporate Integrity Agreement with the Office of Inspector General of the United States Department of Health
and Human Services. The Corporate Integrity Agreement has a five-year term and provides that Walgreen Co.
shall, among other things, continue the compliance program it created to address compliance with federal health
care program requirements, provide annual certifications of compliance and provide training and education for
certain covered employees. Failure to meet the Corporate Integrity Agreement obligations could have material
adverse consequences for us, including reputational harm and monetary penalties for each instance of
non-compliance. In addition, in the event of a breach or deliberate violation of the Corporate Integrity
Agreement, we could be excluded from participation in federal healthcare programs, or subjected to other
significant penalties, which could seriously harm our results of operations, liquidity and financial results.

Legal proceedings, in general, and securities, derivative action and class action and multi-district litigation, in
particular, can be expensive and disruptive. Some of these suits may purport or may be determined to be class
actions and/or involve parties seeking large and/or indeterminate amounts, including punitive or exemplary
damages, and may remain unresolved for several years. For example, we are a defendant in numerous litigation
proceedings relating to opioid matters, including federal multidistrict litigation that consolidated numerous cases
filed against an array of defendants by various plaintiffs such as counties, cities, hospitals, Indian tribes, and
others, as well as numerous lawsuits brought in state courts. Additionally, the Company has received from the
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Department of Justice and the Attorney Generals of numerous states subpoenas, civil investigative demands and/
or other requests concerning opioid matters. From time to time, the Company is also involved in legal
proceedings as a plaintiff involving antitrust, tax, contract, intellectual property and other matters. See note 10,
commitments and contingencies, for more information.

The Company’s financial results may also be adversely affected by the litigation and other legal proceedings of
companies in which it has an equity method investment. For example, AmerisourceBergen is required to publicly
disclose in its SEC filings certain information regarding material litigation and legal proceedings it is involved in,
including those relating to opioid matters if applicable. Any unfavorable outcome or settlement related to these
proceedings could have a material adverse effect on the Company’s financial results.

Like other companies in the retail pharmacy and pharmaceutical wholesale industries, the Company is subject to
extensive regulation by national, state and local government agencies in the United States and other countries in
which it operates. There continues to be a heightened level of review and/or audit by regulatory authorities of,
and increased litigation regarding business, compliance and reporting practices of the Company and other
industry participants. As a result, the Company regularly is the subject of government actions of the types
described above. In addition, under the qui tam or “whistleblower” provisions of the federal and various state
false claims acts, persons may bring lawsuits alleging that a violation of the federal anti-kickback statute or
similar laws has resulted in the submission of “false” claims to federal and/or state healthcare programs,
including Medicare and Medicaid. After a private party has filed a qui tam action, the government must
investigate the private party’s claim and determine whether to intervene in and take control over the litigation.
These actions may remain under seal while the government makes this determination.

We cannot predict with certainty the outcomes of these legal proceedings and other contingencies, and the costs
incurred in litigation can be substantial, regardless of the outcome. Substantial unanticipated verdicts, fines and
rulings do sometimes occur. As a result, we could from time to time incur judgments, enter into settlements or
revise our expectations regarding the outcome of certain matters, and such developments could harm our
reputation and have a material adverse effect on our results of operations in the period in which the amounts are
accrued and/or our cash flows in the period in which the amounts are paid. In addition, as a result of
governmental investigations or proceedings, the Company may be subject to damages, civil or criminal fines or
penalties, or other sanctions, including the possible suspension or loss of licensure and/or suspension or
exclusion from participation in government programs. The outcome of some of these legal proceedings and other
contingencies could require us to take, or refrain from taking, actions which could negatively affect our
operations. Additionally, defending against these lawsuits and proceedings may involve significant expense and
diversion of management’s attention and resources.

Our business results depend on our ability to successfully manage ongoing organizational change and
business transformation and achieve cost savings and operating efficiency initiatives.

Our Board of Directors approved the plans to implement the Transformational Cost Management Program
described in “management’s discussion and analysis of financial condition and results of operations” in part II,
item 7 below as part of an initiative to reduce costs and increase operating efficiencies. There can be no
assurance that we will realize, in full or in part, the anticipated benefits of these programs. Our financial goals
assume a level of productivity improvement, including those reflected in the Transformational Cost Management
Program and other business optimization initiatives. If we are unable to deliver these expected productivity
improvements, while continuing to invest in business growth, or if the volume and nature of change overwhelms
available resources, our business operations and financial results could be materially and adversely impacted.
Our ability to successfully manage and execute these initiatives and realize expected savings and benefits in the
amounts and at the times anticipated is important to our business success. Any failure to do so, which could
result from our inability to successfully execute organizational change and business transformation plans,
changes in global or regional economic conditions, competition, changes in the industries in which we compete,
unanticipated costs or charges, loss of key personnel and other factors described herein, could have a material
adverse effect on our businesses, financial condition and results of operations.
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The industries in which we operate are highly competitive and constantly evolving. New entrants to the
market, existing competitor actions or other changes in market dynamics could adversely impact us.

The level of competition in the retail pharmacy and pharmaceutical wholesale industries is high. Changes in
market dynamics or actions of competitors or manufacturers, including industry consolidation and the emergence
of new competitors and strategic alliances, could materially and adversely impact us. Disruptive innovation, or
the perception of potentially disruptive innovation, by existing or new competitors could alter the competitive
landscape in the future and require us to accurately identify and assess such changes and if required make timely
and effective changes to our strategies and business model to compete effectively. For example, in 2018, online
retailer Amazon.com, Inc. acquired PillPack, an online pharmacy with licenses throughout the United States,
helping Amazon to expand into the market for prescription drugs. Our retail pharmacy businesses face intense
competition from local, regional, national and global companies, including other drugstore and pharmacy chains,
independent drugstores and pharmacies, mail-order pharmacies and various other retailers such as grocery stores,
convenience stores, mass merchants, online and omni-channel pharmacies and retailers, warehouse clubs, dollar
stores and other discount merchandisers, some of which are aggressively expanding in markets we serve.

Businesses in our Pharmaceutical Wholesale division face intense competition from direct competitors, including
national and regional cooperative wholesalers, and alternative supply sources such as importers and
manufacturers who supply directly to pharmacies. Competition may also come from other sources in the future.
As competition increases in the markets in which we operate, a significant increase in general pricing pressures
could occur, including pressure on the convenience premium of our retail pricing model, which could require us
to reevaluate our pricing structures to remain competitive. For example, if we are not able to anticipate and
successfully respond to changes in market conditions in our Pharmaceutical Wholesale division, including
changes driven by competitors, suppliers or manufacturers and increased competition from national and regional
cooperative wholesalers, it could result in a loss of customers or renewal of contracts or arrangements on less
favorable terms.

We also could be adversely affected if we fail to identify or effectively respond to changes in market dynamics.
As technology, consumer behavior, omni-channel and differential retail models, and market conditions continue
to evolve in the United States, it is important that we maintain the relevance of our brand and product and service
offerings to customers and patients. In recent years, we announced that we are testing a number of concepts and
initiatives designed to position our stores in the United States as convenient neighborhood health destinations for
healthcare and retail products and services. The concepts being tested include new approaches to pricing and
promotions, product selection, in-store and digital experience, and strategic partnerships that bring new products
and services to our customers. We plan to use these pilots to listen to customers, learn and adjust based on
feedback, with decisions on the nature and extent of further roll-outs made over time as we gain experience. For
example, the Company and VillageMD announced a collaboration in April 2019 where VillageMD would
operate five primary care clinics next to Walgreens stores in the Houston, Texas area and, based on the results of
that pilot, in July 2020 announced plans to open 500 to 700 “Village Medical at Walgreens” physician-led
primary care clinics in more than 30 U.S. markets in the next five years. If our customers are not receptive to
these changes, if we are unable to expand successful programs in a timely manner, or we otherwise do not
effectively respond to changes in market dynamics, our businesses and financial performance could be materially
and adversely affected. Additionally, specialty pharmacy represents a significant and growing proportion of
prescription drug spending in the United States, a significant portion of which is dispensed outside of traditional
retail pharmacies. Because our specialty pharmacy business focuses on complex and high-cost medications,
many of which are made available by manufacturers to a limited number of pharmacies (so-called limited
distribution drugs), that serve a relatively limited universe of patients, the future growth of this business depends
to a significant extent upon expanding our ability to access key drugs and successfully penetrate key treatment
categories. Accordingly, it is important that we and our affiliates compete effectively in this evolving and highly
competitive market, or our business operations, financial condition and results of operations could be materially
and adversely affected. To better serve this evolving market, in March 2017, we and Prime Therapeutics LL.C, a
PBM, closed a transaction to form a combined central specialty pharmacy and mail services company,
AllianceRx Walgreens Prime, using an innovative model that seeks to align pharmacy, PBM and health plans to
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coordinate patient care, improve health outcomes and deliver cost of care opportunities. Prime’s clients are not
obligated to contract through our joint venture, and have in the past, and may in the future, enter into specialty
pharmacy and other agreements without involving our joint venture. If this joint venture is not able to compete
effectively in this evolving and highly competitive market and successfully adapt to changing market conditions,
our business operations, financial condition and results of operations could be materially and adversely affected.

Our substantial international business eperations subject us to a number of operating, economic, political,
regulatory and other international business risks.

Our substantial international business operations are important to our growth and prospects, including
particularly those of our Retail Pharmacy International and Pharmaceutical Wholesale divisions, and are subject
to a number of risks, including:

s compliance with a wide variety of foreign laws and regulations, including retail and wholesale
pharmacy, licensing, tax, foreign trade, intellectual property, privacy and data protection, immigration,
currency, political and other business restrictions and requirements and local laws and regulations,
whose interpretation and enforcement vary significantly among jurisdictions and can change
significantly over time;

s additional U.S. and other regulation of non-domestic operations, including regulation under the Foreign
Corrupt Practices Act, the UK Bribery Act and other anti-corruption laws;

s potential difficulties in managing foreign operations, mitigating credit risks in foreign markets,
enforcing agreements and collecting receivables through foreign legal systems;

« price controls imposed by foreign countries, tariffs, duties or other restrictions on foreign currencies or
trade sanctions and other trade barriers imposed by foreign countries that restrict or prohibit business
transactions in certain markets, or fluctuations in currency rates;

* impact of recessions and economic slowdowns in economies outside the United States, including
foreign currency devaluation, higher interest rates, inflation, and increased government regulation or
ownership of traditional private businesses:

« the instability of foreign economies, governments and currencies and unexpected regulatory, economic
or political changes in foreign markets; and

s developing and emerging markets may be especially vulnerable to periods of instability and unexpected
changes, and consumers in those markets may have relatively limited resources to spend on products
and services.

These factors can also adversely affect our payers, vendors and customers in international markets, which in turn
can negatively impact our businesses. We cannot assure you that one or more of these factors will not have a
material adverse effect on our business operations, results of operation and financial condition.

Many of these factors are subject to change based on changes in political, economic and regulatory influences.
For example:

s Our Retail Pharmacy International and Pharmaceutical Wholesale divisions have substantial operations
in the United Kingdom and other member countries of the European Union. In June 2016, voters in the
United Kingdom approved an advisory referendum to withdraw from the European Union, which
resulted in the United Kingdom leaving the European Union on January 31, 2020. Since the
referendum, there have been periods of significant volatility in the global stock markets and currency
exchange rates, as well as challenging market conditions in the United Kingdom and many of the risks
and uncertainties described above have been and may continue to be exacerbated. There is now a
transition period until December 31, 2020 in which the United Kingdom and European Union are to
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negotiate a new trading relationship for goods and services. Failure to complete negotiations by the
implementation deadline of December 31, 2020 could result in the United Kingdom reverting to
undesirable and adverse trade agreements with the European Union. Given the complexity and
uncertainty surrounding the withdrawal and related negotiations, including with respect to terms of
trade and customs, there can be no assurance regarding the terms, timing or consummation of any such
arrangements. The withdrawal could, among other potential outcomes, adversely affect the tax, tax
treaty, currency, operational, legal and regulatory regimes to which our businesses in the region are
subject. The withdrawal could also, among other potential outcomes, disrupt the free movement of
goaods, services and people between the United Kingdom and the European Union and significantly
disrupt trade between the United Kingdom and the European Union and other parties. Further,
uncertainty around and developments regarding these and related issues has contributed to deteriorating
market conditions and could further adversely impact consumer and investor confidence and the
economy of the United Kingdom and the economies of other countries in which we operate and cause
significant volatility in currency exchange rates; and

»  Many of the products we sell are manufactured in whole or in part outside of the United States. In some
cases, these products are imported by others and sold to us. In the United States, the Presidential
Administration has discussed, and in some cases implemented, changes with respect to certain tax and
trade policies, tariffs and other government regulations affecting trade between the United States and
other countries. For example, concerns regarding trade relations between the United States and China
have escalated in recent years and discussions have continued through the date of this report, as both
countries imposed significant tariffs on the importation of certain product categories. As a significant
portion of our retail products are sourced from China, the imposition on the United States of these and
any additional new tariffs on certain goods imported from China have adversely affected costs and
could impact the profitability of retail product sales in our Retail Pharmacy USA division. While it is
not possible to predict whether or when any additional changes will occur or what form they may take,
significant changes in tax or trade policies, tariffs or trade relations between the United States and other
countries could result in significant increases in our costs, restrict our access to certain suppliers and
adversely impact economic activity. In addition, other countries may change their business and trade
policies in anticipation of or in response to increased import tariffs and other changes in United States’
trade policy and regulations.

There can be no assurance that any or all of these developments will not have a material adverse effect on our
business operations, results of operations and financial condition.

‘We are exposed to risks associated with foreign currency exchange rate fluctuations.

We operate or have equity method investments in more than 25 countries across the globe, and our significant
presence outside of the United States exposes us to currency exchange rate fluctuations and related risks,
including transaction currency exposures relating to the import and export of goods in currencies other than
businesses’ functional currencies as well as currency translation exposures relating to profits and net assets
denominated in currencies other than the U.8. dollar. We present our financial statements in U.S. dollars and
have a significant proportion of net assets and income in non-U.S. dollar currencies, primarily the British pound
sterling and the Euro, as well as a range of other foreign currencies. Our results of operations and capital ratios
can therefore be sensitive to movements in foreign exchange rates. Due to the constantly changing currency
exposures to which we are subject and the volatility of currency exchange rates, we cannot predict the effect of
exchange rate fluctuations upon our future results of operations. In addition, fluctuations in currencies relative to
the U.S. dollar may make it more difficult to perform period-to-period comparisons of our reported results of
operations. A depreciation of non-U.S. dollar currencies relative to the U.S. dollar could have a significant
adverse impact on our results of operations.

We may from time to time, in some instances, enter into foreign currency contracts or other derivative
instruments intended to hedge a portion of our foreign currency fluctuation risks, which subjects us to additional
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risks, such as the risk that counterparties may fail to honor their obligations to us, that could materially and
adversely affect us. Additionally, we may (and currently do) use foreign currency debt to hedge some of our
foreign currency fluctuation risks. The periodic use of such hedging activities may not offset any or more than a
portion of the adverse financial effects of unfavorable movements in foreign exchange rates over the limited time
the hedges are in place. We cannot assure you that fluctuations in foreign currency exchange rates, including
particularly the strengthening of the U.S. dollar against major currencies or the currencies of large developing
countries, will not materially affect our consolidated financial results.

A significant disruption in our information technology and computer systems or those of businesses we
rely on could harm us.

We rely extensively on our computer systems to manage our ordering, pricing, point-of-sale, pharmacy
fulfillment, inventory replenishment, customer loyalty programs, finance and other processes. OQur systems are
subject to damage or interruption from power outages, facility damage, computer and telecommunications
failures, computer viruses, security breaches including credit card or personally identifiable information
breaches, vandalism, theft, natural disasters, catastrophic events, human error and potential cyber threats,
including malicious codes, worms, phishing attacks, denial of service attacks, ransomware and other
sophisticated cyber attacks, and our disaster recovery planning cannot account for all eventualities. If any of our
systems are damaged, fail to function properly or otherwise become unavailable, we may incur substantial costs
to repair or replace them, and may experience loss or corruption of critical data and interruptions or disruptions
and delays in our ability to perform critical functions, which could materially and adversely affect our businesses
and results of operations.

In addition, we are currently making, and expect to continue to make, substantial investments in our information
technology systems and infrastructure, some of which are significant. Upgrades involve replacing existing
systems with successor systems, outsourcing critical information technology to third parties, making changes to
existing systems, including the migration of applications to the cloud, or cost-effectively acquiring new systems
with new functionality. Implementing new systems carries significant potential risks, including failure to operate
as designed, potential loss or corruption of data or information, changes in security processes, cost overruns,
implementation delays, disruption of operations, and the potential inability to meet business and reporting
requirements. We rely on strategic partners and other service providers to help us with certain significant
information technology projects and services, including Tata Consultancy Services, to whom the Company is
currently transitioning its I'T Run and Operational managed services, and Microsoft, who is the Company’s
strategic cloud provider and with whom the Company has a strategic partnership to develop new health care
delivery models, technology and retail innovations to advance and improve the future of health care. Information
technology projects or services frequently are long-term in nature and may take longer to complete and cost more
than we expect and may not deliver the benefits we project once they are complete. Furthermore, pursuing
multiple initiatives simultaneously could make implementation significantly more challenging. We are aware of
inherent risks associated with replacing these systems and outsourcing critical information technology functions
and there can be no assurance that we will not experience significant issues with our existing systems prior to
implementation, that our technology initiatives will be successfully deployed as planned or that they will be
timely implemented without significant disruption to our operations. We also could be adversely affected by any
significant disruption in the systems of third parties we interact with, including strategic and business partners,
key payers and vendors. Any system implementation and transition difficulty may result in operational
challenges, reputational harm, and increased costs that could materially and adversely affect our business
operations and results of operations.

Privacy and data protection laws increase our compliance burden and any failure to comply could harm
us.

The regulatory environment surrounding data security and privacy is increasingly demanding, with the frequent
imposition of new and changing requirements across businesses and geographic areas. We are required to comply
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with increasingly complex and changing data security and privacy regulations in the jurisdictions in which we
operate that regulate the collection, use and transfer of personal data, including the transfer of personal data
between or among countries. In the United States, for example, HIPAA imposes extensive privacy and security
requirements governing the transmission, use and disclosure of health information by covered entities in the
health care industry, including health care providers such as pharmacies. In addition, the California Consumer
Privacy Act, which went into effect on January 1, 2020, imposes stringent requirements on the use and treatment
of “personal information” of California residents, and other jurisdictions have enacted, or are proposing similar
laws related to the protection of personal data. Outside the United States, for example, the European Union’s
General Data Protection Regulation, which became effective in May 2018, greatly increased the jurisdictional
reach of European Union data protection laws and added a broad array of requirements for handling personal
data, including the public disclosure of significant data breaches, and provides for greater penalties for
noncompliance. Other countries have enacted or are considering enacting data localization laws that require
certain data to stay within their borders.

Complying with changing regulatory requirements requires us to incur substantial costs and may require changes
to our business practices in certain jurisdictions, any of which could materially and adversely affect our business
operations and operating results. We may also face audits or investigations by various government agencies
relating to our compliance with these regulations. Compliance with changes in privacy and information security
laws and standards may result in significant expense due to increased investment in technology and the
development of new operational processes. Failure to comply with these laws subjects us to potential regulatory
enforcement activity, fines, private litigation including class actions, and other costs. We also have contractual
obligations that might be breached if we fail to comply. A significant privacy breach or failure to comply with
privacy laws could have a materially adverse impact on our reputation, business operations, financial position
and results of operations.

‘We and businesses we interact with experience cybersecurity incidents and might experience significant
computer system compromises or data breaches.

The protection of customer, employee, and company data is critical to our businesses. Cybersecurity and other
information technology security risks, such as a significant breach or theft of customer, employee, or company
data, could create significant workflow disruption, attract a substantial amount of media attention, damage our
customer relationships, reputation and brand, and result in lost sales, fines or lawsuits. Throughout our
operations, we receive, retain and transmit certain personal information that our customers and others provide to
purchase products or services, fill prescriptions, enroll in promotional programs, participate in our customer
loyalty programs, register on our websites, or otherwise communicate and interact with us. In addition, aspects of
our operations depend upon the secure transmission of confidential information over public networks. We also
depend on and interact with the information technology networks and systems of third-parties for many aspects
of our business operations, including payers, strategic partners and cloud service providers. These third parties
may have access to information we maintain about our company, operations, customers, employees and vendors,
or operating systems that are critical to or can significantly impact our business operations. Like other global
companies, we and businesses we interact with have experienced threats to data and systems, including from
vandalism or theft of physical systems or media and from perpetrators of random or targeted malicious cyber-
attacks, computer viruses, worms, phishing attacks, bot attacks or other destructive or disruptive software and
attempts to misappropriate customer information, including credit card information, and cause system failures
and disruptions.

Compromises of our data security systems or of those of businesses with whom we interact which result in
confidential information being accessed, obtained, damaged or used by unauthorized or improper persons, have
in the past and could in the future adversely impact us. Any such compromise could harm our reputation and
expose us to regulatory actions, customer attrition, remediation expenses, and claims from customers, financial
institutions, payment card associations and other persons, any of which could materially and adversely affect our
reputation, business operations, financial condition and results of operations. In addition, security incidents may
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require that we expend substantial additional resources related to the security of information systems and disrupt
our businesses. The risks associated with data security and cybersecurity incidents have increased during the
COVID-19 pandemic given the increased reliance on remote work arrangements.

A significant change in, or noncompliance with, governmental regulations and other legal requirements
could have a material adverse effect on our reputation and profitability.

We operate in complex, highly regulated environments around the world and could be materially and adversely
affected by changes to applicable legal requirements including the related interpretations and enforcement
practices, new legal requirements and/or any failure to comply with applicable regulations. Businesses in our
Pharmaceutical Wholesale division are subject to a range of regulations relating to such things as product
margins, product traceability and the conditions under which products must be stored. Our retail pharmacy and
health and wellness services businesses are subject to numerous country, state and local regulations including
licensing, billing practices, utilization and other requirements for pharmacies and reimbursement arrangements.
The regulations to which we are subject include, but are not limited to: country and state registration and
regulation of pharmacies and drug discount card programs; dispensing and sale of controlled substances and
products containing pseudoephedrine; applicable governmental payer regulations including Medicare and
Medicaid; data privacy and security laws and regulations including HIPAA; the ACA or any successor thereto;
laws and regulations relating to the protection of the environment and health and safety matters, each of which
continues to evolve, including those governing exposure to, and the management and disposal of, hazardous
substances; regulations regarding food and drug safety including those of the U.S. Food and Drug Administration
(“FDA™) and Drug Enforcement Administration (“DEA™), trade regulations including those of the U.S. Federal
Trade Commission, and consumer protection and safety regulations including those of the Consumer Product
Safety Commission, as well as state regulatory authorities, governing the availability, sale, advertisement and
promotion of products we sell as well as our loyalty and drug discount card programs; anti-kickback laws; false
claims laws; laws against the corporate practice of medicine; and foreign, national and state laws governing
health care fraud and abuse and the practice of the profession of pharmacy. For example, in the United States, the
DEA, FDA and various other regulatory authorities regulate the distribution and dispensing of pharmaceuticals
and controlled substances. We are required to hold valid DEA and state-level licenses, meet various security and
operating standards and comply with the federal and varicus state controlled substance acts and related
regulations governing the sale, dispensing, disposal, holding and distribution of controlled substances. The DEA,
FDA and state regulatory authorities have broad enforcement powers, including the ability to seize or recall
products and impose significant criminal, civil and administrative sanctions for violations of these laws and
regulations. We are also governed by foreign, national and state laws of general applicability, including laws
regulating matters of working conditions, health and safety and equal employment opportunity and other labor
and employment matters as well as employee benefit, competition and antitrust matters. In addition, we could
have significant exposure if we are found to have infringed another party’s intellectual property rights.

Changes in laws, regulations and policies and the related interpretations and enforcement practices may alter the
landscape in which we do business and may significantly affect our cost of doing business. The impact of new
laws, regulations and policies and the related interpretations and enforcement practices generally cannot be
predicted, and changes in applicable laws, regulations and policies and the related interpretations and
enforcement practices may require extensive system and operational changes, be difficult to implement, increase
our operating costs and require significant capital expenditures. Untimely compliance or noncompliance with
applicable laws and regulations could result in the imposition of civil and criminal penalties that could adversely
affect the continued operation of our businesses, including: suspension of payments from government programs;
loss of required government certifications; loss of authorizations to participate in or exclusion from government
programs, including the Medicare and Medicaid programs in the United States and the National Health Service in
the United Kingdom; loss of licenses; and significant fines or monetary penalties. Any failure to comply with
applicable regulatory requirements in the United States or in any of the countries in which we operate could
result in significant legal and financial exposure, damage to our reputation and brand, and have a material
adverse effect on our business operations, financial condition and results of operations.
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We could be adversely affected by violations of anti-bribery, anti-corruption and/or international trade
laws.

We are subject to laws concerning our business operations and marketing activities in foreign countries where we
conduct business. For example, we are subject to the U.S. Foreign Corrupt Practices Act (the “FCPA™), U.S.
export control, anti-money laundering and economic and trade sanction laws, and similar anti-corruption and
international trade laws in certain foreign countries, such as the UK Bribery Act, any violation of which could
create substantial liability for us and also harm our reputation. The FCPA generally prohibits 1.S. companies and
their officers, directors, employees, and intermediaries from making improper payments to foreign officials for
the purpose of obtaining or retaining business abroad or otherwise obtaining favorable treatment. The FCPA also
requires that U.S. public companies maintain books and records that fairly and accurately reflect transactions and
maintain an adequate system of internal accounting controls. If we are found to have violated the FCPA, U.S.
export control, economic and trade sanctions, or anti-money laundering laws or any other anti-bribery, anti-
corruption or international trade laws or to have otherwise conducted business activities inappropriately or
unethically, including through acts of bribery, corruption, conflicts of interest, fraud, manipulation of records or
dealings with inappropriate business counterparties or partners, we may face penalties, sanctions including civil
and criminal fines, disgorgement of profits, and suspension or debarment of our ability to contract with
governmental agencies or receive export licenses. In addition, new initiatives may be proposed from time to time
that impact the trading conditions in certain countries or regions, and may include retaliatory duties or trade
sanctions which, if enacted, could adversely impact our trading relationships with vendors or other parties in such
locations and have a material adverse effect on our operations. From time to time, we may face audits or
investigations by one or more domestic or foreign governmental agencies relating to our international business
activities, compliance with which could be costly and time-consuming, and could divert our management and key
personnel from our business operations. An adverse outcome under any such investigation or audit could damage
our reputation and subject us to fines or other penalties, which could materially and adversely affect our business
operations, financial condition, and results of operations.

Disruption in our global supply chain could negatively impact our businesses.

The products we sell are sourced from a wide variety of domestic and international vendors, and any future
disruption in our supply chain or inability to find qualified vendors and access products that meet requisite
quality and safety standards in a timely and efficient manner could adversely impact our businesses. The loss or
disruption of such supply arrangements for any reason, including for issues such as COVID-19 or other health
epidemics or pandemics, labor disputes, loss or impairment of key manufacturing sites, inability to procure
sufficient raw materials, quality control issues, ethical sourcing issues, a supplier’s financial distress, natural
disasters, looting, vandalism or acts of war or terrorism, trade sanctions or other external factors over which we
have no control, could interrupt product supply and, if not effectively managed and remedied, have a material
adverse impact on our business operations, financial condition and results of operations.

‘We use a single wholesaler of branded and generic pharmaceutical drugs as our primary scurce of such
products for our Retail Pharmacy USA division.

In March 2013, Walgreens, Alliance Boots and AmerisourceBergen announced various agreements and
arrangements, including a ten-year pharmaceutical distribution agreement between Walgreens and
AmerisourceBergen pursuant to which we source branded and generic pharmaceutical products from
AmerisourceBergen in the United States and an agreement which provides AmerisourceBergen the ability to
access generic pharmaceutical products through our global sourcing enterprise. In May 2016, certain of these
agreements were extended for three years to now expire in 2026. In addition, in March 2013, Walgreens,
Alliance Boots and AmerisourceBergen entered into agreements and arrangements pursuant to which we have
the right to purchase a minority equity position in AmerisourceBergen and gain associated representation on
AmerisourceBergen’s board of directors in certain circumstances. As of the date of this report,
AmerisourceBergen distributes for our Retail Pharmacy USA division substantially all branded and generic
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pharmaceutical products. Consequently, our business in the United States may be adversely affected by any
operational, financial or regulatory difficulties that AmerisourceBergen experiences, including those resulting
from COVID-19. For example, if AmerisourceBergen’s operations are seriously disrupted for any reason,
whether due to a natural disaster, pandemic, labor disruption, regulatory action, computer or operational systems
or otherwise, it could adversely affect our business in the United States and our results of operations.

Our distribution agreement with AmerisourceBergen is subject to early termination in certain circumstances and,
upon the expiration or termination of the agreement, there can be no assurance that we or AmerisourceBergen
will be willing to renew the agreement or enter into a new agreement, on terms favorable to us or at all. If such
expiration or termination occurred, we believe that alternative sources of supply for most generic and brand-
name pharmaceuticals are readily available and that we could obtain and qualify alternative sources, which may
include self-distribution in some cases, for substantially all of the prescription drugs we sell on an acceptable
basis, such that the impact of any such expiration or termination would be temporary. However, there can be no
assurance we would be able to engage alternative supply sources or implement self-distribution processes on a
timely basis or on terms favorable to us, or effectively manage these transitions, any of which could adversely
affect our business operations, financial condition and results of operations.

The anticipated strategic and financial benefits of our relationship with AmerisourceBergen may not he
realized.

As of August 31, 2020, we beneficially owned approximately 28% of the outstanding AmerisourceBergen
common stock and had designated one nominee for election to AmerisourceBergen’s board of directors. In
addition, we have the right, but not the obligation, under the transactions contemplated by the Framewaork
Agreement dated as of March 18, 2013 by and among the Company, Alliance Boots and AmerisourceBergen (the
“Framework Agreement”) to acquire up to an additional 8,398,752 AmerisourceBergen shares in the open market
and thereafter designate another nominee for election to AmerisourceBergen’s board of directors, subject in each
case to applicable legal and contractual requirements. There can be no assurance that we will complete any
specific level of such potential equity investments in AmerisourceBergen, or that our existing investment, or any
future investment if completed, will ultimately be profitable.

The Company accounts for its investment in AmerisourceBergen using the equity method of accounting, subject
to a two-month reporting lag, with the net earnings attributable to the investment classified within the operating
income of the Company’s Pharmaceutical Wholesale segment. The financial performance of
AmerisourceBergen, including any charges which may arise relating to its ongoing opioid litigation matters, will
impact the Company’s results of operations. Additionally, a substantial and sustained decline in the price of
AmerisourceBergen’s common stock could trigger an impairment evaluation of our investment. These
considerations may materially and adversely affect the Company’s financial condition and results of operations.

Further, our ability to transact in AmerisourceBergen securities is subject to certain restrictions set forth in our
agreements with AmerisourceBergen and arising under applicable laws and regulations, which in some
circumstances could adversely our ability to transact in AmerisourceBergen securities in amounts and at the
times desired. We could also encounter unforeseen costs, circumstances or issues existing or arising with respect
to the transactions and collaboration resulting from these agreements. Many of these potential circumstances are
outside of our control and any of them could result in increased costs, decreased revenue, decreased synergies
and the diversion of management time and attention. If we are unable to achieve our objectives within the
anticipated time frame, or at all, the expected benefits may not be realized fully or at all, or may take longer to
realize than expected, which could have a material adverse impact on our business operations, financial condition
and results of operations.
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From time to time, we make investments in companies over which we do not have sole control. Some of
these companies may operate in sectors that differ frem our current operations and have different risks.

From time to time, we make debt or equity investments in companies that we may not control or over which we
may not have sole control. For example, while we have a significant equity investment in AmerisourceBergen
and have a designee serving on the board of directors of AmerisourceBergen as of the date of this report, we do
not have the ability to control day-to-day operations of that company. Some of the businesses in which we have
made noncontrolling investments operate in markets or industries that are different from our primary lines of
business and/or operate in different geographic markets than we do. For example we have an equity investment
in VillageMD, a leading provider of value-based primary care services in the United States, and Sinopharm
Holding GuoDa Drugstores Co., Ltd., a leading retail pharmacy chain in China. Investments in these businesses,
among other risks, subject us to the operating and financial risks of the businesses we invest in and to the risk
that we do not have sole control over the operations of these businesses. We rely on the internal controls and
financial reporting controls of these entities and their failure to maintain effectiveness or comply with applicable
standards may materially and adversely affect us. Investments in entities over which we do not have sole control,
including joint ventures and strategic partnerships and alliances, present additional risks such as having differing
objectives from our partners or the entities in which we are invested, becoming involved in disputes, or
competing with those persons.

Changes in econemic conditions could adversely affect consumer buying practices.

Our performance has been, and may continue to be, adversely impacted by changes in global, national, regional
or local economic conditions and consumer confidence. These conditions can also adversely affect our key
vendors and customers. External factors that affect consumer confidence and over which we exercise no
influence include unemployment rates, inflation, levels of personal disposable income, levels of taxes and
interest and global, national, regional or local economic conditions, health epidemics or pandemics (such as
COVID-19), as well as looting, vandalism, acts of war or terrorism. Changes in economic conditions and
consumer confidence could adversely affect consumer preferences, purchasing power and spending patterns,
which could lead to a decrease in overall consumer spending as well as in prescription drug and health services
utilization and which could be exacerbated by the increasing prevalence of high-deductible health insurance
plans and related plan design changes. Our business operations have been adversely affected by challenging
market conditions in our Retail Pharmacy International division, particularly our Boots business in the United
Kingdom, on account of the economic environment, including the impacts of COVID-19 and the uncertainty
associated with Brexit. In addition, reduced or flat consumer spending may drive us and our competitors to offer
additional products at promotional prices. All of these factors could materially and adversely impact our business
operations, financial condition and results of operations.

If we do not successfully develop and maintain a relevant omni-channel experience for our customers, our
businesses and results of operations could be adversely impacted.

The portion of total consumer expenditures with retailers occurring online and through mobile applications has
continued to increase and has accelerated significantly during the COVID-19 pandemic. The pace of this increase
could further accelerate in the future. Our business has evolved from an in-store experience to interaction with
customers across numerous channels, including in-store, online, mobile and social media, among others. Omni-
channel and differentiated retail models are rapidly evolving and we must keep pace with changing customer
expectations and new developments by our competitors. Our customers are increasingly using computers, tablets,
mobile phones, and other devices to comparison shop, determine product availability and complete purchases, as
well as to provide immediate public reactions regarding various facets of our operations. We must compete by
offering a consistent and convenient shopping experience for our customers regardless of the ultimate sales
channel and by investing in, providing and maintaining digital tools for our customers that have the right features
and are reliable and easy to use. If we are unable to make, improve, or develop relevant customer-facing
technology in a timely manner that keeps pace with technological developments and dynamic customer
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expectations, our ability to compete and our results of operations could be materially and adversely affected. In
addition, if our online activities or our other customer-facing technology systems do not function as designed, we
may experience a loss of customer confidence, data security breaches, lost sales, or be exposed to fraudulent
purchases, any of which could materially and adversely affect our business operations, reputation and results of
operations.

If the merchandise and services that we offer fail to meet customer needs, our sales may be adversely
affected.

We could be adversely affected by changes in consumer spending levels and shopping habits and preferences,
including attitudes towards our retail and product brands. The success of our retail pharmacy businesses depends
on our ability to offer a superior shopping experience, engaging customer service and a quality assortment of
available merchandise that differentiates us from other retailers, including enhanced health and beauty product
offerings. We must identify, obtain supplies of, and offer to our customers attractive, innovative and high-quality
merchandise on a continuous basis. Our products and services must satisfy the needs and desires of our
customers, whose preferences may change in the future. For example, our proof of concept initiatives that seek to
position our stores in the United States as convenient neighborhood health destinations for healthcare and retail
products and services reflect the perceived desires and needs of our target market. However, it is difficult to
predict consistently and successfully the products and services our customers will demand. If we misjudge either
the demand for products and services we sell or our customers’ purchasing habits and tastes, we may be faced
with excess inventories of some products and missed opportunities for products and services we chose not to
offer. In addition, our sales may decline or we may be required to sell the merchandise we have obtained at lower
prices. Failure to timely identify or effectively respond to changing consumer tastes, preferences and spending
patterns and evolving demographic mixes in the markets we serve could negatively affect our relationship with
our customers and the demand for our products and services, which could materially and adversely impact our
results of operations.

Our private brand offerings expose us to various additional risks.

In addition to brand name products, we offer our customers private brand products that in many instances, are not
available from other retailers. We seek to continue to grow our private brand offerings as part of our growth
strategy, including through the offering of No7 and other brands owned or licensed on an exclusive basis, as well
as through selective acquisitions. Maintaining consistent product quality, competitive pricing, and availability of
our private brand offerings for our customers, as well as the timely development and introduction of new
products, is important in differentiating us from other retailers and developing and maintaining customer loyalty.
The expansion of our private brand offerings also subjects us to additional risks, such as potential product
liability risks and mandatory or voluntary product recalls; our ability to successfully protect our proprietary rights
and successfully navigate and avoid claims related to the proprietary rights of third parties; our ability to
successfully administer and comply with applicable contractual obligations and regulatory requirements; and
other risks generally encountered by entities that source, sell and market exclusive branded offerings for retail.
An increase in sales of our private brands may also adversely affect sales of our vendors’ products, which, in
turn, could adversely affect our relationship with certain of our vendors. Any failure to adequately address some
or all of these risks could have a material adverse effect on our reputation, business operations, results of
operations and financial condition.

‘We are subject to payment-related and other financial services risks that could increase our operating
costs, expose us to fraud or theft, subject us to potential liability and potentially disrupt our business
operations.

We accept payments using a variety of methods, including cash, checks, credit and debit cards, gift cards and
mobile payment technologies such as Apple Pay™, and we may offer new payment options over time.
Acceptance of these payment options subjects us to rules, regulations, contractual obligations and compliance
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requirements, including payment network rules and operating guidelines, data security standards and certification
requirements, and rules governing electronic funds transfers. These requirements and related interpretations may
change over time, which has made and could continue to make compliance more difficult or costly. For certain
payment methods, including credit and debit cards, we pay interchange and other fees, which could increase over
time and raise our operating costs. We rely on third parties to provide payment processing services, including the
processing of credit cards, debit cards, and other forms of electronic payment. If these companies become unable
to provide these services to us, or if their systems are compromised, it could disrupt our business. The payment
methods that we offer also subject us to potential fraud and theft by persons who seek to obtain unauthorized
access to or exploit any weaknesses that may exist in the payment systems. If we fail to comply with applicable
rules or requirements, or if data is compromised due to a breach or misuse of data relating to our payment
systems, we may be liable for costs incurred by payment card issuing banks and other third parties or subject to
fines and higher transaction fees, or our ability to accept or facilitate certain types of payments could be
impaired. In addition, our reputation could suffer and our customers could lose confidence in certain payment
types, which could result in higher costs and/or reduced sales and materially and adversely affect our results of
operations.

Additionally, we offer money (wire) transfer services and sell prepaid debit, credit and gift cards at certain
business units. These products and services require us to comply with global anti-money laundering laws and
regulations. Failure to comply with these laws and regulations could result in fines, sanctions, penalties and
damage to our reputation.

Changes in the healthcare industry and regulatory environments may adversely affect our businesses.

Political, economic and regulatory influences are subjecting the healthcare industry to significant changes that
could adversely affect our results of operations. In recent years, the healthcare industry has undergone significant
changes in an effort to reduce costs and government spending. These changes include an increased reliance on
managed care; cuts in certain Medicare and Medicaid funding in the United States and the funding of
governmental payers in foreign jurisdictions; consolidation of competitors, suppliers and other market
participants; and the development of large, sophisticated purchasing groups. We expect the healthcare industry to
continue to change significantly in the future. Some of these potential changes, such as a reduction in
governmental funding for certain healthcare services or adverse changes in legislation or regulations governing
prescription drug pricing, healthcare services or mandated benefits, may cause customers to reduce the amount of
our products and services they purchase or the price they are willing to pay for our products and services. We
expect continued governmental and private payer pressure to reduce pharmaceutical pricing, and these pressures
could be further exacerbated if payer deficits or shortfalls increase due to COVID-19 or otherwise. Changes in
pharmaceutical manufacturers’ pricing or distribution policies and practices as well as applicable government
regulations, including, for example, in connection with the federal 340B drug pricing program, could also
significantly reduce our profitability.

In the United States, electoral results and changes in political leadership often generate uncertainty with respect
to, and could result in, significant changes in legislation, regulation and government policy that could
significantly impact our businesses and the healthcare and retail industries. We cannot predict whether current or
future efforts to modify healthcare laws or regulations and/or adopt new healthcare legislation or regulations will
be successful, nor can we predict the impact that such a development would have on our business and operating
results. Future legislation or rulemaking or other regulatory actions or developments could impact the number of
Americans with health insurance and, consequently, prescription drug coverage, increase regulation of pharmacy
services, result in changes to pharmacy reimbursement rates, and otherwise change the way we do business. We
cannot predict the timing or impact of any future legislative, rulemaking or other regulatory actions, but any such
actions could have a material adverse impact on our results of operations.
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We could be adversely affected by product liability, product recall, personal injury or other health and
safety issues.

We could be adversely impacted by the supply of defective or expired products, including the infiltration of
counterfeit products into the supply chain, errors in re-labeling of products, product tampering, product recall and
contamination or product mishandling issues. Through our pharmacies and specialist packaging sites, including
through services provided by third-party health care providers, we are also exposed to risks relating to the
services we offer. Errors in the dispensing and packaging of pharmaceuticals, including related counseling, and
in the provision of other healthcare services could lead to serious injury or death. Product liability or personal
injury claims may be asserted against us with respect to any of the retail products or pharmaceuticals we sell or
services we provide. For example, from time to time, the FDA issues statements alerting patients that products in
our supply chain may contain impurities or harmful substances, and claims relating to the sale or distribution of
such products may be asserted against us or arise from these statements. Qur healthcare clinics also increase our
exposure to professional liability claims related to medical care. Should a product or other liability issue arise,
the coverage limits under our insurance programs and the indemnification amounts available to us may not be
adequate to protect us against claims and judgments. We also may not be able to maintain this insurance on
acceptable terms in the future. We could suffer significant reputational damage and financial liability if we, or
any affiliated entities or third-party healthcare providers that we do business with, experience any of the
foregoing health and safety issues or incidents, which could have a material adverse effect on our business
operations, financial condition and results of operations.

'We have significant outstanding debt; our debt and associated payment obligations could significantly
increase in the future if we incur additional debt and de not retire existing debt.

We have outstanding debt and other financial obligations and significant unused borrowing capacity. In an effort
to strengthen our liquidity position while navigating COVID-19, we took a number of proactive steps in fiscal
2020, including the issuance of long-term debt, entering into new revolving credit facilities and extending an
existing facility, and establishing a euro commercial paper program, as described in “management’s discussion
and analysis of financial condition and results of operations-liquidity and capital resources” below. As of
August 31, 2020, we had approximately $16 billion of outstanding indebtedness, including short-term debt. Qur
debt level and related debt service obligations could have negative consequences, including:

s requiring us to dedicate significant cash flow from operations to the payment of principal, interest and
other amounts payable on our debt, which would reduce the funds we have available for other
purposes, such as working capital, capital expenditures, acquisitions, share repurchases and dividends;

» making it more difficult or expensive for us to obtain any necessary future financing for working
capital, capital expenditures, debt service requirements, debt refinancing, acquisitions or other
purposes;

» reducing our flexibility in planning for or reacting to changes in our industry and market conditions and
making us more vulnerable in the event of a downturn in our business operations; and

s exposing us to interest rate risk given that a portion of our debt obligations is at variable interest rates.

We may incur or assume significantly more debt in the future, including in connection with acquisitions, strategic
investments or joint ventures. If we add new debt and do not retire existing debt, the risks described above could
increase. We also could be adversely impacted by any failure to renew or replace, on terms acceptable to us or at
all, existing funding arrangements when they expire, and any failure to satisfy applicable covenants.

Additionally, a portion of our indebtedness bears interest at fluctuating interest rates, some of which is tied to the
London interbank offered rate for deposits of U.S. dollars (“LIBOR”). LIBOR tends to fluctuate based on general
interest rates, rates set by the Federal Reserve and other central banks, the supply of and demand for credit in the
London interbank market and general economic conditions. In July 2017, the United Kingdom Financial Conduct

-30-

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 55 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Authority, which regulates LIBOR, announced that it intends to stop compelling banks to submit rates for the
calculation of LIBOR after 2021. Moreover, it is possible that LIBOR may be discontinued prior to the end of
2021. Certain of our credit facilities provide that, under certain circumstances set forth in such credit facilities,
we and the administrative agent may amend the applicable credit facility to replace LIBOR with an alternate
benchmark rate, giving due consideration to any evolving or then existing convention for similar syndicated
credit facilities in the U.S. market for alternative benchmarks. The expected phase out of LIBOR and transition to
and use of an alternative benchmark rate could cause market volatility or disruption and may adversely affect our
access to the capital markets and cost of funding.

Our long-term debt obligations include covenants that may adversely affect our ability, and the ability of certain
of our subsidiaries, to incur certain secured indebtedness or engage in certain types of transactions. In addition,
our existing credit agreements require us to maintain as of the last day of each fiscal quarter a ratio of
consolidated debt to total capitalization not to exceed a certain level. Our ability to comply with these restrictions
and covenants may be affected by events beyond our control. If we breach any of these restrictions or covenants
and do not obtain a waiver from the lenders, then, subject to applicable cure periods, our outstanding
indebtedness could be declared immediately due and payable. This could have a material adverse effect on our
business operations and financial condition.

‘We could be adversely affected by downgrades to our credit ratings or disruptions in cur ability to access
well-functioning capital markets.

Historically, we have relied on the public debt capital markets to fund portions of our capital investments and
access to the commercial paper market and bank credit facilities as part of our working capital management
strategy. Financial and credit markets have experienced and may continue to experience significant volatility and
turmoil during the COVID-19 pandemic. Our continued access to these markets, and the terms of such access,
depend on multiple factors including the condition of debt capital markets, our operating performance, and our
credit ratings. The major credit rating agencies have assigned us and our corporate debt investment grade credit
ratings as of the date of this report. These ratings are based on a number of factors, which include their
assessment of our financial strength and financial policies. We benefit from investment grade ratings as they
serve to lower our borrowing costs and facilitate our access to a variety of lenders and other creditors, including
landlords for our leased stores, on terms that we consider advantageous to our businesses. For more information
on our ratings, see “management’s discussion and analysis of financial condition and results of operations -
liquidity and capital resources - credit ratings” below.

There can be no assurance that any particular rating assigned to us will remain in effect for any given period of
time or that a rating will not be changed or withdrawn by a rating agency, if in that rating agency’s judgment,
future circumstances relating to the basis of the rating so warrant, which in some circumstances could adversely
affect benefits we currently enjoy. Incurrence of additional debt by us and our changes in our operating
performance, whether due to business operations, COVID-19, legal proceedings or otherwise, could adversely
affect our credit ratings. We depend on banks and other financial institutions to provide credit to our business and
perform under our agreements with them. Defaults by one or more of these counterparties on their obligations to
us could materially and adversely affect us. Any disruptions or turmoil in the capital markets or any actual or
anticipated downgrade of our credit ratings, including any announcement that our ratings are under review for a
downgrade or have been assigned a negative outlook, could adversely affect our cost of funds, liquidity, financial
covenants, competitive position and access to capital markets and increase the cost of and counterparty risks
associated with existing facilities, which could materially and adversely affect our business operations, financial
condition, and results of operations. In addition, we utilize working capital financing arrangements, including
receivable factoring programs. Changes in financial markets or interest rates could make these financing
arrangements less attractive to the financial institutions and other counterparties and these financial institutions
and other counterparties may seek to terminate their participation. In the event of such termination, our ability to
effectively manage working capital could be adversely impacted.
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‘We may be unable to keep existing store locations or open new locations in desirable places on favorable
terms, which could materially and adversely affect our results of operations.

We compete with other retailers and businesses for suitable locations for our stores. Local land use and zoning
regulations, environmental regulations and other regulatory requirements may impact our ability to find suitable
locations and influence the cost of constructing, renovating and operating our stores. In addition, real estate,
zoning, construction and other delays may adversely affect store openings and renovations and increase our costs.
Further, changing local demographics at existing store locations may adversely affect revenue and profitability
levels at those stores. The terms of leases at existing store locations may adversely affect us if the renewal terms
of, or requested modifications to, those leases are unacceptable to us and we are forced to close or relocate stores.
For example, we announced plans as part of our Transformational Cost Management Program to exit
approximately 200 Boots stores in the United Kingdom and approximately 250 stores in the United States. If we
determine to close or relocate a store subject to a lease, we may remain obligated under the applicable lease for
the balance of the lease term. If we are unable to maintain our existing store locations or open new locations in
desirable places and on favorable terms, our results of operations could be materially and adversely affected.

As a holding company, Walgreens Boots Alliance is dependent on funding from its operating subsidiaries
to pay dividends and other obligations.

Walgreens Boots Alliance is a holding company with no business operations of its own. Its assets primarily
consist of direct and indirect ownership interests in, and its business is conducted through, subsidiaries which are
separate legal entities. As a result, it is dependent on funding from its subsidiaries, including Walgreens and
international subsidiaries, to meet its obligations.

Additionally, Walgreens Boots Alliance’s subsidiaries may be restricted in their ability to pay cash dividends or
to make other distributions to Walgreens Boots Alliance, which may limit the payment of cash dividends or other
distributions to the holders of Walgreens Boots Alliance common stock. Credit facilities and other debt
obligations of Walgreens Boots Alliance, as well as statutory provisions, may further limit the ability of
Walgreens Boots Alliance and its subsidiaries to pay dividends. Payments to Walgreens Boots Alliance by its
subsidiaries are also contingent upon its subsidiaries’ earnings and business considerations. Future Walgreens
Boots Alliance dividends will be determined based on earnings, capital requirements, financial condition and
other factors considered relevant by its Board of Directors.

Our quarterly results may fluctuate significantly.

Our operating results have historically varied on a quarterly basis, including increased variability during the
COVID-19 pandemic, and may continue to fluctuate significantly in the future. Factors that may affect our
quarterly operating results, some of which are beyond the control of management, include, but are not limited to
the impact and duration of COVID-19, the timing of the introduction of new generic and brand name prescription
drugs; inflation, including with respect to generic drug procurement costs; seasonality, including the timing and
severity of the cough, cold and flu season; changes or rates of change in payer reimbursement rates and terms;
the timing and amount of periodic contractual reconciliation payments, fluctuations in inventory, energy,
transportation, labor, healthcare and other costs; significant acquisitions, dispositions, joint ventures and other
strategic initiatives; asset impairment charges, including the performance of and impairment charges related to
our equity method investments; the relative magnitude of our LIFO provision in any particular quarter; foreign
currency fluctuations; market conditions, including any impact relating to Brexit; severe weather in key markets,
widespread looting or vandalism; and many of the other risk factors discussed herein. Accordingly, we believe
that quarter-to-quarter comparisons of our operating results are not necessarily meaningful and investors should
not place undue reliance on the results of any particular quarter as an indication of our future performance.
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Our businesses are seasonal in nature, and adverse events during the holiday and cough, cold and flu
seasons could adversely impact our operating results.

Our businesses are seasonal in nature, with the second fiscal quarter (December, January and February) typically
generating a higher proportion of retail sales and earnings than other fiscal quarters. We purchase significant
amounts of seasonal inventory in anticipation of the holiday season. Adverse events, such as deteriorating
economic conditions, higher unemployment, higher gas prices, public transportation disruptions, or unanticipated
adverse weather, could result in lower-than-planned sales during key selling seasons. For example, frequent or
unusually heavy snowfall, ice storms, rainstorms, windstorms or other extreme weather conditions over a
prolonged period could make it difficult for our customers to travel to our stores and increase our snow removal
and other costs. This could lead to lower sales or to unanticipated markdowns, negatively impacting our financial
condition and results of operations. In addition, both prescription and non-prescription drug sales are affected by
the timing and severity of the cough, cold and flu season, which can vary considerably from year to year.

We could be adversely impacted by changes in accounting standards and subjective assumptions, estimates
and judgments by management related to complex accounting matters.

Generally Accepted Accounting Principles (“GAAP”) and related accounting pronouncements, implementation
guidelines and interpretations with regard to a wide range of matters that are relevant to our businesses,
including, but not limited to, revenue recognition, asset impairment, impairment of goodwill and other intangible
assets, inventories, equity method investments, vendor rebates and other vendor consideration, lease obligations,
self-insurance liabilities, pension and postretirement benefits, tax matters, unclaimed property laws and litigation
and other contingent liabilities are highly complex and involve many subjective assumptions, estimates and
judgments. Changes in these rules or their interpretation or changes in underlying assumptions, estimates or
judgments could significantly change our reported or expected financial performance or financial condition. For
example, changes in accounting standards and the application of existing accounting standards particularly
related to the measurement of fair value as compared to carrying value for the Company’s reporting units,
including goodwill, intangible assets and investments in equity interests, may have an adverse effect on the
Company’s financial condition and results of operations. Factors that could lead to impairment of goodwill and
intangible assets include significant adverse changes in the business climate and declines in the financial
condition of a reporting unit or asset group. Factors that could lead to impairment of investments in equity
interests of the companies in which we invested include a prolonged period of decline in their operating
performance or adverse changes in the economic, regulatory and legal environments of the countries in which
they operate. Although our current accounting estimates contemplate current and expected future conditions, as
applicable, actual conditions could differ from our expectations, which could adversely affect our results of
operations and financial position. In particular, a number of estimates have been and will continue to be affected
by the ongoing COVID-19 pandemic. The severity, magnitude and duration, as well as the economic
consequences of COVID-19, are uncertain, rapidly changing and difficult to predict. As a result, our accounting
estimates and assumptions may change over time. Such changes could result in future impairments of goodwill,
intangible assets, long-lived assets, excess and obsolete inventory, or a decrease in the carrying amount of our
deferred tax assets, which could be material.

New accounting guidance also may require changes to our processes, accounting systems and internal controls
that could increase our operating costs and/or significantly change our financial statements. Implementing new
accounting guidance may require us to make significant changes to and investments in our accounting systems
and processes, which could result in significant adverse changes to our financial statements. See, “new
accounting pronouncements,” within note 1, summary of major accounting policies, to the Consolidated
Financial Statements.

‘We have a substantial amount of goodwill and other intangible assets which could, in the future, become
impaired and result in material non-cash charges to our results of operations.

As of August 31, 2020, we had $26.0 billion of goodwill and other intangible assets on our Consolidated Balance
Sheets. We evaluate this goodwill and other indefinite-lived intangible assets for impairment annually during the
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fourth quarter, or more frequently if an event occurs or circumstances change that could more likely than not
reduce the fair value of a reporting unit or indefinite-lived intangible asset below its carrying value. As part of
this impairment analysis, we determine fair value for each reporting unit using both the income and market
approaches. We determine fair value of indefinite-lived intangible assets using the relief from royalty method and
excess earnings method of the income approach. Definite-lived intangible assets are evaluated for impairment if
an event occurs or circumstances change that indicate the carrying amount may not be recoverable. Estimated
fair values could change if, for example, there are changes in the business climate, changes in the competitive
environment, adverse legal or regulatory actions or developments, changes in capital structure, cost of debt and
equity, capital expenditure levels, operating cash flows, or market capitalization, whether due to COVID-19 or
otherwise. For example, during the three months ended May 31, 2020, the Company completed a quantitative
impairment analysis for goodwill and certain indefinite-lived intangible assets related to its two reporting units,
within Retail Pharmacy International division, and based on this analysis, recorded impairment charges of

$1.7 billion on Boots goodwill and $0.3 billion on certain indefinite-lived Boots tradename assets. See note 6,
goodwill and other intangible assets, to the consolidated financial statements and management’s discussion and
analysis of financial condition and results of operations in part II, item 7 below for additional information. There
can be no assurance that further impairments will not occur.

We could be subject to adverse changes in tax laws, regulations and interpretations or challenges to our
tax positions.

We are a large corporation with operations in the United States and numerous other jurisdictions around the
world. As such, we are subject to tax laws and regulations of the U.S. federal, state and local governments as well
as various foreign jurisdictions. We compute our income tax provision based on enacted tax rates in the
jurisdictions in which we operate. As the tax rates vary among jurisdictions, a change in earnings attributable to
the various jurisdictions in which we operate could result in an unfavorable change in our overall tax provision.

From time to time, changes in tax laws or regulations may be proposed or enacted that could adversely affect our
overall tax liability. For example, the U.S. tax legislation enacted in December 2017 represented a significant
overhaul of the U.S. federal tax code that impacted our U.S. federal income tax position. There can be no
assurance that changes in tax laws or regulations, both within the United States and the other jurisdictions in
which we operate, will not materially and adversely affect our effective tax rate, tax payments, financial
condition and results of operations. Similarly, changes in tax laws and regulations that impact our customers and
counterparties or the economy generally may also impact our financial condition and results of operations.

Tax laws and regulations are complex and subject to varying interpretations, and we are subject to regular review
and audit by both domestic and foreign tax authorities. Any adverse outcome of such a review or audit could
have a negative impact on our effective tax rate, tax payments, financial condition and results of operations. In
addition, the determination of our income tax provision and other tax liabilities requires significant judgment,
and there are many transactions and calculations where the ultimate tax determination is uncertain. The ultimate
tax determination may differ from the amounts recorded in our financial statements and may materially affect our
results of operations in the period or periods for which such determination is made. Any significant failure to
comply with applicable tax laws and regulations in all relevant jurisdictions could give rise to substantial
penalties and liabilities. Any changes in enacted tax laws (such as the recent U.S. tax legislation), rules or
regulatory or judicial interpretations; or any change in the pronouncements relating to accounting for income
taxes could materially and adversely impact our effective tax rate, tax payments, financial condition and results
of operations.

‘We might experience substantial losses not covered by insurance.

We use a combination of insurance and self-insurance to provide for potential liability for workers’
compensation; automobile and general liability; property, director and officers” liability; and employee
healthcare benefits. Provisions for losses related to self-insured risks generally are based upon actuarially
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determined estimates. Any actuarial projection of losses is subject to a high degree of variability. Substantial,
unanticipated losses or liabilities, including those due to natural disasters or otherwise, as well as changes in legal
claims, trends and interpretations, variability in inflation rates, changes in the nature and method of claims
settlement, benefit level changes due to changes in applicable laws, insolvency of insurance carriers, and changes
in discount rates could all materially and adversely affect our financial condition and results of operations.

‘We could be adversely impacted by changes in assumptions used in calculating pension assets and
liahilities.

We operate certain defined benefit pension plans in the United Kingdom, which were closed to new entrants in
2010, as well as smaller plans in other jurisdictions. The valuation of the pension plans’ assets and liabilities
depends in part on assumptions, which are primarily based on the financial markets as well as longevity and
employee retention rates. This valuation is particularly sensitive to material changes in the value of equity, bond
and other investments held by the pension plans, changes in the corporate bond yields which are used in the
measurement of the liabilities, changes in market expectations for long-term price inflation, and new evidence on
projected longevity rates. Funding requirements and the impact on the statement of earnings relating to these
pension plans are also influenced by these factors. Adverse changes in the assumptions used to calculate the
value of pension assets and liabilities, including lower than expected pension fund investment returns and/or
increased life expectancy of plan participants, or regulatory change could require us to increase the funding of its
defined benefit pension plans or incur higher expenses, which would adversely impact our results of operations
and financial position.

Certain stockholders may have significant voting influence over matters requiring stockholder approval.

As of September 30, 2020, Stefano Pessina, our Executive Vice Chairman and Chief Executive Officer (together
with his affiliates, the “SP Investors™), had sole or shared voting power, directly or indirectly, over an aggregate
of approximately 16.9% of our outstanding common stock. The SP Investors have agreed to, for so long as they
have the right to designate a nominee for election to the Board, to vote all of their shares of common stock in
accordance with the Board’s recommendation on matters submitted to a vote of the Company’s stockholders
(including with respect to the election of directors). The SP Investors’ significant interest in our common stock
potentially could determine the outcome of matters submitted to a vote by our stockholders. The influence of the
SP Investors could result in the Company taking actions that other stockholders do not support or failing to take

actions that other stockholders support. As a result, the market price of our common stock could be adversely
affected.

Conflicts of interest, or the appearance of conflicts of interest, may arise because certain of our directors
and officers are also owners or directors of companies we may have dealings with.

Conflicts of interest, or the appearance of conflicts of interest, could arise between our interests and the interests
of the other entities and business activities in which our directors or officers are involved. For example, potential
conflicts of interest could arise if a dispute were to arise between the Company and other parties to the Company
Shareholders Agreement (as defined herein), including the SP Investors. Mr. Pessina, our Executive Vice
Chairman and Chief Executive Officer, indirectly controls Alliance Santé Participations S.A. (“ASP”), a
privately-held company which is a party to the Company Shareholders Agreement, and he and his partner Ornella
Barra, our Co-Chief Operating Officer, serve as directors of ASP. There are other arrangements between
affiliates of Mr. Pessina and the Company, with required disclosures included in the Company’s annual proxy
statement, including with respect to Alliance Healthcare Italia SpA, which is an entity indirectly owned and
controlled by Mr. Pessina and in which the Company has an indirect 9% interest, which operates Boots branded
stores in Ttaly. Conflicts of interest, or the appearance of conflicts of interest, or similar issues could arise in
connection with these or other transactions in the future. While our contractual arrangements place restrictions on
the parties” conduct in certain situations, and related party transactions are subject to independent review and
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approval in accordance with our related party transaction approval procedures and applicable law, the potential
for a conflict of interest exists and such persons may have conflicts of interest, or the appearance of conflicts of
interest, with respect to matters involving or affecting both companies.

Our certificate of incorporation and bylaws, Delaware law and/or our agreements with certain
stockholders may impede the ability of our steckholders to make changes to our Board or impede a
takeover.

Certain provisions of our certificate of incorporation and bylaws, as well as provisions of the Delaware General
Corporation Law (the “DGCL"), could make it difficult for stockholders to change the composition of the Board
or discourage, delay, or prevent a merger, consolidation, or acquisitions that stockholders may otherwise consider
favorable. These provisions include the authorization of the issuance of “blank check” preferred stock that could
be issued by the Board, limitations on the ability of stockholders to call special meetings, and advance notice
requirements for nomination for election to the Board or for proposing matters that can be acted upon by
stockholders at stockholder meetings. We are also subject to the provisions of Section 203 of the DGCL, which
prohibits us, except under specified circumstances, from engaging in any mergers, significant sales of stock or
assets, or business combinations with any stockholder or group of stockholders who own 15% or more of our
common stock.

Under the Company Shareholders Agreement, the SP Investors are entitled to designate one nominee to the
Board (currently Stefano Pessina) for so long as the SP Investors continue to meet certain beneficial ownership
thresholds and subject to certain other conditions. Pursuant to the Company Shareholders Agreement, the SP
Investors have agreed that, for so long as they have the right to designate a nominee to the Board, they will vote
all of their shares of common stock in accordance with the Board’s recommendation on matters submitted to a
vote of our stockholders (including with respect to the election of directors).

While these provisions do not make us immune from takeovers or changes in the composition of the Board, and
are intended to protect our stockholders from, among other things, coercive or otherwise unfair tactics, these
provisions could have the effect of making it difficult for stockholders to change the composition of the Board or
discouraging, delaying, or preventing a merger, consolidation, or acquisitions that stockholders may otherwise
consider favorable.

‘We cannot guarantee that our stock repurchase program will be fully implemented or that it will enhance
long-term stockholder value.

In June 2018, our Board of Directors approved a new stock repurchase program authorizing the repurchase of up
to $10 billion of our common stock. The repurchase program does not have an expiration date and we are not
obligated to repurchase a specified number or dollar value of shares, on any particular timetable or at all. There
can be no assurance that we will repurchase stock at favorable prices. Activity under this program was suspended
in July 2020 and there can be no assurance whether or when activity will resume. If resumed, the repurchase
program may be suspended or terminated at any time and, even if fully implemented, may not enhance long-term
stockholder value.

The market price of our common stock may be volatile.

The market price of shares of our common stock may be volatile. Broad general economic, political, market and
industry factors may adversely affect the market price of the shares, regardless of our actual operating
performance. In addition to the other risk factors identified herein that could cause fluctuations in the price of the
shares include:

« actual or anticipated variations in quarterly operating results and the results of competitors;

s changes in financial estimates by us or by any securities analysts that might cover us;
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conditions or trends in the industry, including regulatory changes or changes in the securities
marketplace;

announcements by us or our competitors of significant acquisitions, strategic partnerships or
divestitures:

announcements of investigations or regulatory scrutiny of our operations or lawsuits filed against us;
additions or departures of key personnel;

issuances or sales of our common stock (or the exercise of related registration rights), including sales
of shares by our directors and officers or key investors, including the SP Investors and certain other
former Alliance Boots stockholders, subject to restrictions in the case of shares held by persons deemed
to be our affiliates and to certain obligations pursuant to a shareholders agreement (as amended, the
“Company Shareholders Agreement”™) with certain of the SP Investors; and

various other market factors or perceived market factors, including rumors or speculation, whether or
not correct, involving or affecting us or our industries, vendors, customers, strategic partners or
competitors.

There are a number of additional business risks that could materially and adversely affect our businesses
and financial results.

Many other factors could materially and adversely affect our businesses and financial results, including:

our ability to establish effective advertising, marketing and promotional programs;
inflation, new or increased taxes, changes in market conditions or otherwise;

natural disasters, severe weather conditions, looting, vandalism, terrorist activities, global political and
economic developments, war, health epidemics or pandemics or the prospect of these events;

liabilities or expense relating to the protection of the environment, related health and safety matters,
environmental remediation or compliance with environmental laws and regulations, including those
governing exposure to, and the management and disposal of, hazardous substances;

the long-term effects of climate change on general economic conditions and the pharmacy industry in
particular, along with changes in the supply, demand or available sources of energy and the regulatory
and other costs associated with energy production and delivery;

adverse publicity and potential losses, liabilities and reputational harm stemming from any public
incident or practice (whether occurring online, in social media, in our stores or other company
facilities, or elsewhere) involving our company, our personnel or our brands, including any such public
incident or practice involving our customers, products, services, stores or other property, or those of
any of our vendors or other parties with which we do business; and

negative publicity, even if unwarranted, related to safety or quality, human and workplace rights, or
other issues damaging our brand image and corporate reputation, or that of any of our vendors or
strategic allies.

Item 1B. Unresolved staff comments

There are no unresolved written comments that were received from the SEC Staff 180 days or more before the
end of the fiscal year relating to the Company’s periodic or current reports under the Exchange Act.

Item 2. Properties

The following information regarding the Company’s properties is provided as of August 31, 2020 and does not
include properties of unconsolidated, partially-owned entities.
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The Retail Pharmacy USA division operated 9,021 retail stores and six specialty pharmacies. The Retail
Pharmacy International division operated 4,428 retail stores. In addition, the Retail Pharmacy International
division also owned or leased 345 standalone Boots Opticians locations. The Company’s domestic and
international retail locations, which included Boots Opticians and specialty pharmacy locations, covered
approximately 141 million square feet. The Company owned approximately 11% and 4% of these Retail
Pharmacy USA division and Retail Pharmacy International division locations, respectively. The remaining
locations were leased or licensed. For more information on leases, see note 4, leases, to the Consolidated
Financial Statements in part IL, item 8 of this Form 10-K.

The following is a breakdown of the Company’s retail stores:

Retail stores
Retail Pharmacy USA:

United States 8,915
Puerto Rico 105
U.S. Virgin Islands 1
9,021

Retail Pharmacy International:
United Kingdom 2,336
Mexico 1,165
Chile 317
Thailand 285
Norway 151
The Republic of Ireland 89
The Netherlands 59
Lithuania 26
4428
‘Walgreens Boots Alliance total 13,449

The Company operated 22 retail distribution centers with a total of approximately 14 million square feet of
space, of which 13 locations were owned. Geographically, 17 of these retail distribution centers were located in
the United States and five were located outside of the United States. In addition, the Company used public
warehouses and third-party distributors to handle certain retail distribution needs. The Company’s Retail
Pharmacy USA division also operated one prescription mail service facility which occupied approximately

110 thousand square feet.

The Company operated 306 pharmaceutical distribution centers located outside of the United States, of which
117 were owned. These pharmaceutical distribution centers occupied approximately 15 million square feet and
were operated by the Pharmaceutical Wholesale division, which supplied third-party customers as well as the
Retail Pharmacy International division in certain countries.

The Company operated 29 principal office facilities, which occupied approximately 2.7 million square feet.
Eleven of these principal office facilities were owned, and four of which were located in the United States.

Item 3. Legal proceedings

The information in response to this item is included in note 10, commitments and contingencies, to the
Consolidated Financial Statements included in part I, item 8, of this Form 10-K.

Item 103 of SEC Regulation S-K requires disclosure of environmental legal proceedings with, or any such legal
proceedings known to be contemplated by, a governmental authority if management reasonably believes that the
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proceedings involve potential monetary sanctions of $100,000 or more. The Company is under investigation by
certain counties within the State of California for alleged noncompliance with state hazardous waste regulations.
Although we cannot predict the outcome of this matter, we do not expect the outcome to have a material adverse
effect on our prospects, financial condition, results of operations or cash flows.

Item 4. Mine safety disclosures

Not applicable.

Information about our executive officers

The following table sets forth, for each person currently serving as an executive officer of the Company, the
name, age (as of October 15, 2020) and office(s) held by such person:

Name Age Office(s) held

James A. Skinner 75  Executive Chairman of the Board

Stefano Pessina 79  Executive Vice Chairman and Chief Executive Officer

Ornella Barra 66  Co-Chief Operating Officer

Alexander W. Gourlay 60  Co-Chief Operating Officer

James Kehoe 57 Executive Vice President and Global Chief Financial Officer

Marco Pagni 58  Executive Vice President, Global Chief Administrative Officer
and General Counsel

Kathleen Wilson-Thompson 63  Executive Vice President and Global Chief Human Resources
Officer

Heather Dixon 48  Senior Vice President, Global Controller and Chief Accounting
Officer

Set forth below is information regarding the principal occupations and employment and business experience over
the past five years for each executive officer. Executive officers are elected by, and serve at the discretion of, the
Board of Directors. Unless otherwise stated, employment is by Walgreens Boots Alliance.

Mr. Skinner has served as Executive Chairman since January 2015, having served as non-executive Chairman of
the Board from July 2012 to January 2015. Mr. Skinner previously served McDonald’s Corporation as Vice
Chairman from January 2003 to June 2012, as Chief Executive Officer from November 2004 to June 2012 and as
a director from 2004 to June 2012. Mr. Skinner served as a director of Illinois Tool Works Inc. from 2005 to May
2020 and of HP Inc. (f/k/a Hewlett-Packard Company) from July 2013 to November 2015.

Mr. Pessina has served as Chief Executive Officer since July 2015 and as Executive Vice Chairman since
January 2015. He served as Acting Chief Executive Officer from January 2015 to July 2015. Previously, he
served as Executive Chairman of Alliance Boots from July 2007 to December 2014. Prior to that, Mr. Pessina
served as Executive Deputy Chairman of Alliance Boots. Prior to the merger of Alliance UniChem and Boots
Group, Mr. Pessina was Executive Deputy Chairman of Alliance UniChem, previously having been its Chief
Executive for three years through December 2004. Mr. Pessina was appointed to the Alliance UniChem Board in
1997 when UniChem merged with Alliance Santé, the Franco-Italian pharmaceutical wholesale group which he
established in Italy in 1977. Mr. Pessina also serves on the Board of Directors of a number of private companies,
and, from 2000 to 2017, served on the Board of Directors of Galenica AG, a publicly-traded Swiss healthcare

group.

Ms. Barra has served as Co-Chief Operating Officer since June 2016. She served as Executive Vice President,
President and Chief Executive of Global Wholesale and International Retail from December 2014 to June 2016.
Previously, she served as the Chief Executive, Wholesale and Brands of Alliance Boots from September 2013 to
December 2014 and Chief Executive of the Pharmaceutical Wholesale Division of Alliance Boots from January
2009 to September 2013, and before that, Wholesale & Commercial Affairs Director of Alliance Boots. Since
January 2015, Ms. Barra has served as a director of AmerisourceBergen and from April 2013 to April 2019,
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served as a director of Assicurazioni Generali, the parent company of Generali Group, a global insurance group.
Ms. Barra also serves as a director of a number of private companies, and, until February 2015, served as a
director of Alliance Boots.

Mr. Gourlay has served as Co-Chief Operating Officer since June 2016. He served as Executive Vice President,
President of Walgreens from December 2014 to June 2016. Previously, he served as Executive Vice President,
President of Customer Experience and Daily Living of Walgreens from October 2013 to December 2014 and
President Elect of Walgreens from September 2014 to December 2014. He served as Chief Executive of the
Health & Beauty Division, Alliance Boots, from January 2009 to September 2013, and previously was Managing
Director of Boots UK and a member of the Alliance Boots operating committee. He served as a director of
Alliance Boots from January 2009 to September 2013.

Mr. Kehoe has served as Executive Vice President and Global Chief Financial Officer since June 2018.
Previously, he served Takeda Pharmaceutical Company Limited as Global Chief Financial Officer and Corporate
Officer from June 2016 to March 2018 and as a board director June 2017 to May 2018. He previously served as
Executive Vice President and Chief Financial Officer of Kraft Foods Group, Inc. from February 2015 to July
2015. Previously, he worked for Gildan Activewear Inc., a supplier of branded family apparel in Canada, where
he served as Executive Vice President and Chief Financial and Administrative Officer earlier in 2015. Prior to
that, he was Senior Vice President, Operating Excellence at Mondel&z International, Inc. from November 2013
until December 2014. Mr. Kehoe joined Kraft in 1988 and held a variety of senior-level positions, including
serving as Senior Vice President, Corporate Finance from October 2012 to October 2013, and Senior Vice
President, Finance of Kraft Foods North America from November 2010 until September 2012.

Mr. Pagni has served as Executive Vice President, Global Chief Administrative Officer and General Counsel
since February 2016. He served as Executive Vice President, Global Chief Legal and Administrative Officer
from February 2015 to February 2016. Previously, he served as Executive Director and Group Legal Counsel and
Chief Administrative Officer of Alliance Boots from 2007 to 2014 and General Counsel and Company Secretary
for Alliance Boots from 2006 to 2007, having joined Alliance UniChem, a predecessor company, in the same
position in 2003. Prior to this, Mr. Pagni served at McDonald’s Corporation for 10 years in a number of senior
managemment positions across the world, including in the U.S. and UK, such as Vice President of International
Development, and Vice President, General Counsel, International. Mr. Pagni served as a director of Alliance
Boots until February 2015.

Ms. Wilson-Thompson has served as Executive Vice President and Global Chief Human Resources Officer since
December 2014. Previously, she served as Senior Vice President and Chief Human Resources Officer of
Walgreens from January 2010 to December 2014. Prior to that, she served in a variety of legal and operational
positions at Kellogg Company, most recently as Senior Vice President, Global Human Resources from July 2005
to December 2009. She has served as a director of Tesla, Inc., an automotive and energy company, since 2018.
Ms. Wilson-Thompson served as a director of Ashland Global Holdings Inc., a global specialty chemicals
company, from 2017 to May 2020 and Vulcan Materials Company, a producer of construction aggregates, from
2009 to 2018,

Ms. Dixon has served as Senior Vice President, Global Controller and Chief Accounting Officer since March
2019. Previously, she served as Vice President, Controller and Chief Accounting Officer of Aetna Inc., a health
care benefits company from November 2017 to March 2019. She joined Aetna as Vice President, Assistant
Controller in August 2016. Prior to joining Aetna, Ms. Dixon served as Vice President, Assistant Controller of
PepsiCo, Inc., a global food and beverage company, a position she held from August 2015 to March 2016.
Previously, she was with American Express Company, a multinational financial services company, where she
held a number of positions of increasing responsibility from 2005 to 2015. Ms. Dixon started her financial career
in public accounting, where she held various audit and transaction advisory roles with PricewaterhouseCoopers
LLP from 1995 to 2005.
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On July 27, 2020, the Company announced a search for a new Chief Executive Officer. The Company also
announced that when the new Chief Executive Officer takes office, Mr. Pessina will resign as Chief Executive
Officer and Executive Vice Chairman of the Board and be appointed as the Executive Chairman of the Board
(subject to applicable law, including fiduciary duties) and Mr. Skinner will resign as Executive Chairman of the
Board, while remaining on the Board to provide continuity to the Board during the management transition.

Mr. Pessina and Ms. Barra are partners and share a private residence. There are no other family relationships
among any of our directors or executive officers.
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PART II

Item 5. Market for registrant’s common equity, related stockholder matters and issuer purchases of equity
securities

Walgreens Boots Alliance’s common stock is listed on the Nasdaq Stock Market under the symbol WBA. As of
August 31, 2020, there were approximately 50,600 holders of record of Walgreens Boots Alliance common
stock.

The Company has paid cash dividends every quarter since 1933. Future dividends will be determined based on
earnings, capital requirements, financial condition and other factors considered relevant by the Walgreens Boots
Alliance Board of Directors.

The following table provides information about purchases made by the Company during the quarter ended
August 31, 2020 of equity securities that are registered by the Company pursuant to Section 12 of the Exchange
Act. Subject to applicable law, share purchases may be made from time to time in open market transactions,
privately negotiated transactions including accelerated share repurchase agreements, or pursuant to instruments
and plans complying with Rule 10b5-1, among other types of transactions and arrangements.

Issuer purchases of equity securities

Total Total number of shares Approximate dollar value of
number of Average purchased as part of publicly shares that may yet be
shares price paid announced repurchase purchased under the plans
Period purchased per share programs! or programs!
6/1/20 - 6/30/20 3,766,035 $42.94 3,766,035 $2,056,933,590
711720 - 731720 1,266,396 42.25 1,266,396 2,003,419,960
8/1/20 - 8/31/20 — — — 2,003,419,960
5,032,431 $42.77 5,032,431 $2,003,419,960

T In June 2018, Walgreens Boots Alliance authorized a stock repurchase program, which authorized the
repurchase of up to $10.0 billion of Walgreens Boots Alliance common stock. This program has no
specified expiration date. In July 2020, the Company announced that it had suspended activities under this
program.
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Item 6. Selected financial data

Five-Year Summary of Selected Consolidated Financial Data
Walgreens Boots Alliance, Inc. and Subsidiaries
(in millions, except per share amounts)

m 2020 2019 2018 2017 2016
Sales $139,537 $136,866 $131,537 $118,214 $117.351
Cost of sales 111,520 106,790 100,745 89,052 87477
Gross profit 28,017 30,076 30,792 29,162 29874
Selling, general and administrative expenses! 27,045 25,242 24694 23,813 23841
Equity earnings in AmerisourceBergen? 341 164 161 135 37
Operating income 1,312 4,998 6,289 5,484 6,070
Other income (expense)!.3 70 233 302 62 (330)
Earnings before interest and income tax provision 1,382 5,231 6,591 5,546 5,740
Interest expense, net 639 704 616 693 596
Earnings before income tax provision 743 4,527 5,975 4,853 5,144
Income tax provision 360 588 998 760 997
Post tax earnings from other equity method investments 41 23 54 8 44
Net earnings 424 3,962 5,031 4,101 4,191
Net earnings attributable to noncontrolling interests (32) (20) 7 23 18

Net earnings attributable to Walgreens Boots Alliance, Inc. $ 456 $ 3982 3 5024 § 4,078 § 4,173

Per Common Share
Net earnings

Basic $ 052 % 432 % 507 % 3.80 % 3.85
Diluted 0.52 4.31 5.05 3.78 3.82
Dividends declared 1.840 1.778 1.640 1.525 1455
Balance Sheet

Total assetst $ 87,174 $ 67598 $ 68124 $ 66,009 $ 72,688
Long-term debt 12,203 11,098 12431 12,684 18,705
Total Walgreens Boots Alliance, Inc. shareholders’ equity 20,637 23,512 26,007 27,466 29,880
Noncontrolling interests 498 641 682 808 401
Total equity $ 21,136 $ 24,152 $ 26,689 $ 28,274 $ 30,281

1

The Company adopted ASU 2017-07, Compensation — Retirement Benefits (Topic 715) as of September 1,
2018 (fiscal 2019) on a retrospective basis. The impact on our previously reported net periodic costs as a
result of the retrospective adoption of this standard results in a reclassification from selling, general and
administrative expenses to other income (expense) of $125 million, $73 million, and $(69) million for the
fiscal years ended August 31, 2018, 2017, and 2016, respectively.

Effective March 18, 2016, the Company began accounting for its investment in AmerisourceBergen using
the equity method of accounting, subject to a two-month reporting lag. Due to the March 18, 2016 effective
date and the two-month reporting lag, the Company’s results for the 12 month period ended August 31,
2016 include approximately three and a half months of equity method income relating to its investment in
AmerisourceBergen. Similarly, results for the 12 month period ended August 31, 2017 include
approximately ten and a half months of equity income reflecting the Company’s increased ownership
following the exercise on August 25, 2016 of the second tranche of warrants.

Fiscal 2019 primarily reflects gain recognition resulting from the termination of the option granted to Rite
Aid to become a member of the Company’s group purchasing organization. Fiscal 2018 includes the gain on
sale of the Company’s equity interest in Premise Health Holding Corp., partially offset by the impairment of
the Company’s equity method investment in Guangzhou Pharmaceuticals Corporation. In fiscal 2016, the
Company recorded other income (expense) of $(517) million from fair value adjustments of the

_43 -

11.08.2022 kl 14:32

Brgnngysundregistrene

Side 68 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

AmerisourceBergen warrants and the amortization of the deferred credit associated with the initial value of
the warrants. Fiscal 2016 also includes income of $268 million related to the change in accounting method
for the Company’s investment in AmerisourceBergen.

The Company adopted ASU 2016-02, Leases (Topic 842) on September 1, 2019, which resulted in the
recognition of right-of-use assets of $22 billion and lease liabilities of $24 billion. See Note 1, summary of
major accounting policies under new accounting pronouncements, for further information.
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Item 7. Management’s discussion and analysis of financial condition and results of operations

The following discussion and analysis of the Company’s financial condition and results of operations should be
read together with the financial statements and the related notes included elsewhere herein and the description
of the Company’s business and reportable segments in item I above. This discussion contains forward-looking
statements that involve risks and uncertainties. Our actual results may differ materially from those discussed in
forward-looking statements. Factors that might cause a difference include, but are not limited to, those discussed
under cautionary note regarding forward-looking statements below and in risk factors in part I, item 1A of this
Form 10-K. References herein fo the “Compary,” “we,” “us,” or “our” refer to Walgreens Boots Alliance, Inc.
and its subsidiaries, and in each case do not include unconsolidated partially-owned entities, except as otherwise
indicated or the confext otherwise requires.

Certain amounts in the Consolidated Financial Statements and associated notes may not add due fo rounding.
All percentages have been calculated using unrounded amounts for fiscal 2019 and fiscal 2020.

INTRODUCTION AND SEGMENTS

Walgreens Boots Alliance, Inc. (“Walgreens Boots Alliance™) and its subsidiaries are a global leader in retail and
wholesale pharmacy. Its operations are conducted through three reportable segments:

s Retail Pharmacy USA;
* Retail Pharmacy International; and

* Pharmaceutical Wholesale

See note 16, segment reporting and note 17, sales further information.

FACTORS AFFECTING OUR RESULTS AND COMPARABILITY

The Company has been, and we expect it to continue to be, affected by a number of factors that may cause actual
results to differ from our historical results or current expectations. These factors include: the impact of the
coronavirus COVID-19 (“COVID-19") pandemic on our operations and financial results; the financial
performance of our equity method investees, including AmerisourceBergen; the influence of certain holidays;
seasonality; foreign currency rates; changes in vendor, payer and customer relationships and terms and associated
reimbursement pressure; changes in pharmaceutical manufacturers’ pricing or distribution policies; strategic
transactions and acquisitions, including the acquisition of stores and other assets from Rite Aid; joint ventures
and other strategic collaborations; changes in laws, including the U.S. tax law changes; changes in trade, tariffs,
including trade relations between the United States and China, and international relations, including the UK’s
withdrawal from the European Union and its impact on our operations and prospects and those of our customers
and counterparties; the timing and magnitude of cost reduction initiatives, including under our Transformational
Cost Management Program (as defined below); the timing and severity of the cough, cold and flu season;
fluctuations in variable costs; the impacts of looting, natural disasters, war, terrorism and other catastrophic
events; and changes in general economic conditions in the markets in which the Company operates. These and
other factors can affect the Company’s operations and net earnings for any period and may cause such results not
to be comparable to the same period in previous years. The results presented in this report are not necessarily
indicative of future operating results.

Estimated COVID-19 impacts and uncertainties

In December 2019, a novel strain of coronavirus, which causes the infectious disease known as COVID-19, was
reported. The World Health Organization declared COVID-19 a “Public Health Emergency of International
Concern” on January 30, 2020 and a global pandemic on March 11, 2020. COVID-19 has severely impacted, and
is expected to continue to impact, the economies of the U.S., the UK and other countries around the world.
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COVID-19 has created significant public health concerns as well as significant volatility, uncertainty and
economic disruption in every region in which we operate, all of which have adversely affected and may continue
to adversely affect our industries and our business operations. Further, financial and credit markets have
experienced and may again experience volatility and turmoil. Policies and initiatives designed to reduce the
transmission of COVID-19 have resulted in, among other things, temporary closure or reduced hours of operation
of certain store locations in U.S., UK and other countries, reduced customer traffic and sales in our retail
pharmacies and the adoption of work-from-home policies.

COVID-19 adversely affected global economic conditions in fiscal 2020 and the Company expects this will
continue into fiscal 2021 and possibly longer. The situation surrounding COVID-19 remains fluid, and we are
actively managing our response in collaboration with customers, government officials, team members and
business partners and assessing potential impacts to our financial position and operating results, as well as
developments in our business. As COVID-19 impacts the economies of the U.S. and other countries around the
world, the Company has put preparedness plans in place at our facilities to maintain continuity of our operations,
while also taking steps to keep our team members healthy and safe.

During the fiscal 2020, we experienced certain adverse impacts of COVID-19, particularly in the second half of
fiscal 2020. Sales were adversely impacted with the majority of the decline within the Retail Pharmacy
International division, reflecting a significant reduction in footfall in Boots UK stores, particularly in major high
street, train stations and airport locations due to government restrictions. Footfall did, however, improve steadily
in the fourth quarter compared with the third quarter. While most Boots stores remained open throughout the UK
lockdown to provide communities with pharmacy and essential healthcare, our largest premium beauty and
fragrance counters were effectively closed. During the three months ended May 31, 2020, more than 100 Boots
stores, mainly in high street, train stations and airport locations, were temporarily closed as were nearly all of the
600 Boots Opticians stores. Globally pharmacy volume was impacted by a decline in doctor visits and hospital
patient admissions in the third quarter. However, trends improved in the three months ended August 31, 2020 in
new to therapy scripts compared to the prior quarter. Additionally, retail gross margin was adversely impacted by
sales mix, with a shift from higher margin discretionary categories to lower margin essential categories, and by
higher supply chain costs. The Company took measures to keep stores open during COVID-19, incurring
incremental selling, general and administrative expenses, including higher employee costs and store expenses
related to social distancing and incremental cleaning. Operating income was significantly and adversely impacted
as a result of the foregoing factors. In addition, due to the significant impact of COVID-19 on the financial
performance of the Retail Pharmacy International division, the company completed a quantitative impairment
analysis for goodwill and certain intangibles in Boots UK, which resulted in the recording of non-cash pre-tax
impairment charges of $2.0 billion during the three months ended May 31, 2020.

In an effort to strengthen our liquidity position while navigating COVID-19, we have taken a number of
proactive steps since March 2020, including the issuance of $1.5 billion of debt securities, entry into new and
extended credit facilities, establishing a euro commercial paper program and suspending activity under our 2018
stock repurchase program, as described in Liquidity and Capital Resources below.

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

The Company has also taken a number of proactive actions consistent with regulatory directives, such as digital
‘order ahead” drive-thru with an increased range of products available for drive-thru pick-up, and put in place

new delivery options available nationwide in the U.S. To continue to work with customers and manage through

T
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the pandemic, the Company has launched a new COVID-19 testing program for businesses and also completed
more than two million COVID-19 tests across the US and UK. The Company also took certain actions during
fiscal 2020 to partly mitigate the impact of COVID-19 through cost containment across the Company including
temporary store closures, furloughing approximately 16,000 UK employees at the peak of the crisis, decreasing
store hours and reducing rent at some locations.

As aresult of COVID-19, a portion of our global workforce, including employees and extended workforce,
rapidly shifted to a working from home environment beginning in March 2020 and many continue to work
remotely. While our system of internal controls were not specifically designed and implemented to accommodate
for this shift, we have evaluated and concluded that these changes to the working environment did not have a
material effect on the Company’s internal control over financial reporting during the second half of fiscal 2020 as
described in Item 9A. Controls and procedures below. The Company will continue to monitor and assess the
COVID-19 situation and its internal controls and seek to mitigate any impact on their design and operating
effectiveness.

The Company anticipates additional mandates and directives, including revisions thereto, from foreign, federal,
state, county and city authorities throughout the continuation of the COVID-19 pandemic and for some time
thereafter. The impact of this activity on the U.S. and global economies and consumer, customer and health care
utilization patterns depends upon the evolving factors and future developments. As a result, the financial and/or
operational impact these COVID-19 related governmental actions and inactions will have on our businesses,
operating results, cash flows and/or financial condition is uncertain, but the collective impact could be material
and adverse.

We continue to closely monitor the impact of COVID-19 on our business and geographies, including how it is
impacting our customers, team members, suppliers, vendors, business partners and distribution channels.
However, the future impact that COVID-19 will have on our financial position and operating results may be
affected by numerous uncertainties, including the severity of the virus, the duration of the outbreak,
governmental, business or other actions, impacts on our supply chain, the effect on customer demand, store
closures or changes to our operations. The health of our workforce, and our ability to meet staffing needs in our
stores, distribution facilities, wholesale operations and other critical functions cannot be predicted and is vital to
our operations. The impacts of a potential worsening of global economic conditions and the continued
disruptions to, and volatility in, the credit and financial markets and consumer spending, as well as other
unanticipated consequences, remain unknown. Further, additional waves of COVID-19 in fiscal 2021 or beyond
would cause many of the impacts described herein to return or be exacerbated. In addition, we cannot predict
with certainty the impact that COVID-19 will have on our customers, vendors, suppliers and other business
partners; however, any material effect on these parties could adversely impact us.

For further information, please see item 1A, risk factors in this report, which is incorporated herein by reference.
The Company’s current expectations described above are forward-looking statements and our actual results may
differ. Factors that might cause a difference include, but are not limited to, those discussed below under
“Cautionary note regarding forward-looking statements”, and in item | A, risk factors, in this report.

U.S. recent events

During the fiscal 2020, significant looting impacted certain stores with varying degrees of damage throughout the
United States. As a result, the Company recognized $68 million charge during the fiscal 2020 for estimated store
damage and inventory losses, net of insurance recoveries. The resulting store closures adversely affected sales.

Store damage and inventory losses related to these recent events are recognized as the costs are incurred in
accordance with Generally Accepted Accounting Principles (“GAAP”). The Company treats these charges as
special items impacting comparability of results in its earnings disclosures.
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The impact of Brexit

Following the June 2016 advisory referendum, the United Kingdom withdrew from the European Union
(*“Brexit™) on January 31, 2020. It began a transition period until December 31, 2020 in which to negotiate a new
trading relationship for goods and services. Failure to complete negotiations by the deadline could result in the
United Kingdom becoming subject to trade agreements with the European Union that are less favorable than
those currently in effect. In addition, since the referendum, there has been periods of significant volatility in the
global stock markets and currency exchange rates, as well as challenging market condition in the United
Kingdom. Given the lack of comparable precedent, it is unclear what financial, trade, regulatory and legal
implications the withdrawal of the United Kingdom from the European Union will have on our business,
particularly United Kingdom and other European operations; however, Brexit and its related effects could have a
material impact on the Company’s consolidated financial position or operating results. For more information
relating to this topic, see “Risk Factors-Our substantial international business operations subject us to a number
of operating, economic, political, regulatory and other international business risks.”

TRANSFORMATIONAL COST MANAGEMENT PROGRAM

On December 20, 2018, the Company announced a transformational cost management program that was
expected at that time to deliver in excess of $1.0 billion of annual cost savings by fiscal 2022 (the
“Transformational Cost Management Program™). As of the date of this report, the Company now expects to
deliver in excess of $2.0 billion of annual cost savings by fiscal 2022, an increase from the previously reported
expectations of annual cost savings in excess of $1.8 billion in October 2019 and $1.5 billion in April 2019. The
Transformational Cost Management Program, which is multi-faceted and includes divisional optimization
initiatives, global smart spending, global smart organization and the transformation of the Company’s
information technology (IT) capabilities, is designed to help the Company achieve increased cost efficiencies. To
date, the Company has taken actions across all aspects of the Transformational Cost Management Program. The
actions under the Transformational Cost Management Program focus on all reportable segments and the
Company’s global functions. Divisional optimization within each of the Company’s segments includes activities
such as optimization of stores including plans to exit approximately 200 Boots stores in the United Kingdom and
approximately 250 stores in the United States, as compared to the 200 stores previously reported in July 2020.

The Company currently estimates that the Transformational Cost Management Program will result in cumulative
pre-tax charges to its GAAP financial results of approximately $2.1 billion to $2.4 billion, of which $1.8 billion
to $2.1 billion are expected to be recorded as exit and disposal activities. The Company estimates that
approximately 80% of the cumulative pre-tax charges relating to the Transformational Cost Management
Program will result in future cash expenditures, primarily related to employee severance and business transition
costs, IT transformation and lease and other real estate payments.

The Company currently estimates that it will recognize aggregate pre-tax charges to its GAAP financial results
related to Transformational Cost Management Program as follows:

Transformational Cost Program Activities Range of Charges

Lease obligations and other real estate costs! $350 to 400 million
Asset impairments? $350 to 400 million
Employee severance and business transition costs $850 to 950 million
Information technology transformation and other exit costs $250 to 300 million
Total cumulative pre-tax exit and disposal charges $ 1.8 to 2.1 billion
Other IT transformation costs $300 to 350 million
Total estimated pre-tax charges $ 2.1 to 2.4 billion

1
2

Includes impairments relating to operating lease right-of-use and finance lease assets.
Primarily related to fixed asset write-offs from store closures, information technology and other asset write-offs.
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In addition to the impacts discussed above, as a result of the actions related to store closures taken under the
Transformational Cost Management Program, the Company recorded $508 million of transition adjustments to
decrease retained earnings due to the adoption of the new lease accounting standard (Topic 842) that became
effective on September 1, 2019. See note 1, summary of major accounting policies, for additional information.

Since the inception of the Transformational Cost Management Program to August 31, 2020, the Company has
recognized aggregate cumulative pre-tax charges to its financial results in accordance with GAAP of $1.3 billion,
of which $1.2 billion is recorded as exit and disposal activities. See note 3, exit and disposal activities, for
additional information. These charges included $242 million related to lease obligations and other real estate
costs, $350 million in asset impairments, $420 million in employee severance and business transition costs,

$140 million of information technology transformation and other exit costs, and $118 million in other
information technology costs.

Costs under the Transformational Cost Management Program, which were primarily recorded in selling, general
and administrative expenses and included in the fiscal year ended August 31, 2020 and August 31, 2019 were as
follows (in millions):

Retail Retail ‘Walgreens
Pharmacy Pharmacy Pharmacentical Boots
Twelve Months Ended August 31, 2020 USA International Wholesale Alliance, Inc.
Lease obligations and other real estate costs! $204 $ 10 $2 $217
Asset impairments 51 21 19 G0
Employee severance and business transition costs 159 95 42 295
Information technology transformation and other exit costs 72 42 4 118
Total pre-tax exit and disposal charges $486 $168 $66 $720
Other IT transformation costs 55 18 1 73
Total pre-tax charges $540 $186 $ﬂ $793

1 Includes $166 million in impairments relating to operating lease right-of-use and finance lease assets.

Retail Retail ‘Walgreens
Pharmacy Pharmacy Pharmaceutical Boots
Twelve Months Ended August 31, 2019 USA International ‘Wholesal Alliance, Inc.
Lease obligations and other real estate costs $ 5 $ 19 $ 1 $ 25
Asset impairments! 95 67 98 260
Employee severance and business transition costs 42 34 46 125
Information technology transformation and other exit costs 5 10 7 22
Total pre-tax exit and disposal charges $147 $130 $154 $432
Other IT transformation costs 42 3 1 45
Total pre-tax charges $189 $133 $155 $477

1 Primarily includes write down of leasehold improvements, certain software and inventory.

Transformational Cost Management Program charges are recognized as the costs are incurred over time in
accordance with GAAP. The Company treats charges related to the Transformational Cost Management Program
as special items impacting comparability of results in its earnings disclosures.

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

As of August 31, 2020, the Company has completed the acquisition of all 1,932 Rite Aid stores, three distribution
centers, and related inventory from Rite Aid Corporation for $4.375 billion in cash and other consideration
pursuant to an amended and restated asset purchase agreement entered into in September 2017.

The Company incurred $1.2 billion in costs and delivered $675 million in annual synergies and savings upon
completion of the integration of the acquired stores and related assets and the completion of the Store
Optimization Program described below.

Integration of acquired stores and related assets

The Company completed the integration of the acquired stores and related assets during the fiscal year ended
August 31, 2020. Since fiscal 2018, the Company has recognized cumulative pre-tax charges of $813 million,
which include pre-tax charges of $295 million for the twelve months ended August 31, 2020 related to
integration of the acquired stores and related assets. These charges were reported as acquisition-related costs and
are treated as special items impacting comparability of results in its earnings disclosures. The Company has
achieved annual synergies from the transaction of more than $325 million derived primarily from procurement,
cost savings and other operational matters. In addition, the Company spent $503 million on store conversions and
related activities.

Store Optimization Program

On October 24, 2017, the Company’s Board of Directors approved a plan to implement a program (the “Store
Optimization Program”™) to optimize store locations through the planned closure of approximately 600 stores and
related assets within the Company’s Retail Pharmacy USA segment upon completion of the acquisition of certain
stores and related assets from Rite Aid. The Company closed 769 stores and related assets, as compared to its
previous estimate of 750 stores and related assets. The actions under the Store Optimization Program commenced
in March 2018 and were completed in the fourth quarter of fiscal 2020. The Company has achieved the targeted
cost savings of $350 million from the Store Optimization Program.

The Company recognized cumulative pre-tax charges to its GAAP financial results of $349 million , primarily
within selling, general and administrative expenses, including costs associated with lease obligations and other
real estate costs and employee severance and other exit costs. The Company incurred pre-tax charges of
approximately $160 million for lease obligations and other real estate costs and approximately $189 million for
employee severance and other exit costs. Substantially all of the cumulative pre-tax charges resulted in cash
expenditures for the Company. Store Optimization Program charges were treated as special items impacting
comparability of results in its earnings disclosures.

INVESTMENT IN AMERISOURCEBERGEN

As of August 31, 2020, the Company owned 56,854,867 shares of AmerisourceBergen common stock
(representing approximately 28% of its outstanding common stock based on most recent share count publicly
reported by AmerisourceBergen) and may, subject to certain conditions, acquire up to an additional 8,398,752
AmerisourceBergen shares in the open market.

The Company accounts for its investment in AmerisourceBergen using the equity method of accounting, subject to
a two-month reporting lag, with the net earnings attributable to the investment classified within the operating
income of the Company’s Pharmaceutical Wholesale segment. The financial performance of AmerisourceBergen,
including any charges which may arise relating to its ongoing opioid litigation, will impact the Company’s results of
operations. Additionally, a substantial and sustained decline in the price of AmerisourceBergen’s common stock
could trigger an impairment evaluation of our investment. These considerations may materially and adversely affect
the Company’s financial condition and results of operations.
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For more information, see “Business — Relationship with AmerisourceBergen” and note 5, equity method

investments to the Consolidated Financial Statements.

EXECUTIVE SUMMARY

The following table presents certain key financial statistics for the Company for fiscal 2020, 2019 and 2018:

(in millions, except per share amounts)

2020 2019 2018
Sales $139,537 $136,866 $131,537
Gross profit 28,017 30,076 30,792
Selling, general and administrative expenses! 27,045 25,242 24,694
Equity earnings in AmerisourceBergen 341 164 191
Operating income! 1,312 4,998 6,289
Adjusted operating income (Non-GAAP measure)!? 5,211 6,942 7,679
Earnings before interest and income tax provision 1,382 5,231 6,591
Net earnings attributable to Walgreens Boots Alliance, Inc. 456 3,982 5,024
Adjusted net earnings attributable to Walgreens Boots Alliance, Inc.
(Non-GAAP measure)? 4,175 5,529 5,985
Net earnings per common share — diluted 0.52 4.31 5.05
Adjusted net earnings per common share — diluted (Non-GAAP measure)? 4.74 5.99 6.02

Percentage increases (decreases)

2020 2019 2018
Sales 2.0 4.1 11.3
Gross profit (6.8) (2.3) 5.6
Selling, general and administrative expenses! 7.1 22 3.7
Operating income! (73.7) (20.5) 14.7
Adjusted operating income (Non-GAAP measure)’-? (24.9) (9.6) 2.8
Earnings before interest and income tax provision (73.6) (20.6) 18.8
Net earnings attributable to Walgreens Boots Alliance, Inc. (88.5) (20.7) 23.2
Adjusted net earnings attributable to Walgreens Boots Alliance, Inc.
(Non-GAAP measure)? (24.5) (1.6) 8.8
Net earnings per common share — diluted (88.0) (14.6) 33.6
Adjusted net earnings per common share — diluted (Non-GAAP measure)? (20.8) 0.5) 18.0

Percent to sales
2020 2019 2018

Gross margin 20.1 22.0 234
Selling, general and administrative expenses! 19.4 18.4 18.8

1 The Company adopted ASU 2017-07 Topic 715 as of September 1, 2018 (fiscal 2019) on a retrospective
basis. The impact on our previously reported net periodic costs as a result of the retrospective adoption of
this standard results in a reclassification from selling, general and administrative expenses to other income

(expense) of $125 million for the fiscal year ended August 31, 2018.

2 See “--Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure

calculated in accordance with GAAP and related disclosures.

WALGREENS BOOTS ALLIANCE RESULTS OF OPERATIONS

The following information summarizes our results of operations for fiscal 2020 compared to fiscal 2019. For
discussion related to the results of operations by segment for fiscal 2019 compared to fiscal 2018, refer to Part 11,
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Item 7. Management’s discussion and analysis of financial condition and results of operations in our fiscal 2019
Form 10-K, which was filed with the United States Securities and Exchange Commission on October 28, 2019.

Fiscal 2020 compared to fiscal 2019

Fiscal 2020 net earnings attributable to Walgreens Boots Alliance decreased 88.5 percent to $456 million, while
diluted net earnings per share decreased 88.0 percent to $0.52 compared with the prior year. The decrease
primarily reflects third quarter non-cash impairment charges, adverse COVID-19 impacts, lower U.S. pharmacy
gross profit, and year on year bonus changes partially offset by savings from Transformational Cost Management
Program. Diluted net earnings per share was positively affected by a lower number of shares outstanding
compared with the prior year.

Other income for fiscal 2020 was $70 million compared to $233 million for fiscal 2019. The decrease primarily
reflects gains resulting from the termination of the option granted to Rite Aid to become a member of the
Company’s group purchasing organization in fiscal 2019.

Interest was a net expense of $639 million and $704 million in fiscal 2020 and 2019, respectively.

The effective tax rate for fiscal 2020 and 2019 was 48.5% and 13.0%, respectively. The net increase in the

effective tax rate was primarily attributable to third quarter non-tax deductible impairment charges and deferred
tax impact of the UK rate change.

Adjusted diluted net earnings per share (Non-GAAP measure) fiscal 2020 compared to fiscal 2019

Adjusted net earnings attributable to Walgreens Boots Alliance in fiscal 2020 decreased 24.5 percent to

$4.2 billion compared with the prior year. Adjusted diluted net earnings per share in fiscal 2020 decreased

20.8 percent to $4.74 compared with the prior year. Adjusted net earnings and adjusted diluted earnings per share
were both negatively impacted by 0.2 percentage points as a result of currency translation.

Excluding the impact of currency translation, the decrease in adjusted net earnings for fiscal 2020 was primarily
due to COVID-19 adverse impacts, lower U.S. pharmacy gross profit and year on year bonus changes partially
offset by savings from the Transformational Cost Management Program. Adjusted diluted net earnings per share
was positively affected by a lower number of shares outstanding compared with the prior year. See *“-
-Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure calculated
in accordance with GAAP and related disclosures.

RESULTS OF OPERATIONS BY SEGMENT

The following information summarizes our results of operations by segment for fiscal 2020 compared to fiscal
20189. For discussion related to the results of operations by segment for fiscal 2019 compared to fiscal 2018, refer
to Part IT, Ttem 7. Management’s discussion and analysis of financial condition and results of operations in our
fiscal 2019 Form 10-K, which was filed with the United States Securities and Exchange Commission on

October 28, 2019.
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Retail Pharmacy USA
This division comprises the retail pharmacy business operating in the United States.

(in millions, except location amounts)

2020 2019 2018
Sales $107,701 $104,532 $98,392
Gross profit 22,211 23,511 23,758
Selling, general and administrative expenses! 19,515 19,424 18,971
Operating income! 2,696 4,088 4,787
Adjusted operating income (Non-GAAP measure)!-2 4,099 5,255 5,814
Number of prescriptions? 818.0 843.7 823.1
30-day equivalent prescriptions®# 1,165.3 1,150.1 1,094.4
Number of locations at period end 9,028 9,285 9,569

Percentage increases (decreases)

2020 2019 2018
Sales 3.0 6.2 12.7
Gross profit (5.5) (1.0) 5.8
Selling, general and administrative expenses! 05 24 34
Operating income! 34.1) (14.6) 16.9
Adjusted operating income (Non-GAAP measure)!-2 (22.0) (9.6) 3.7
Comparable store sales’ 28 2.0 1.5
Pharmacy sales 4.3 8.6 17.2
Comparable pharmacy sales’ 32 4.0 34
Retail sales 0.4) — 2.4
Comparable retail sales’ 1.6 2.4) (2.4)
Comparable number of prescriptions®> (1.3) 0.1) 0.8
Comparable 30-day equivalent prescriptions*3 29 3.0 35

Percent to sales

2020 2019 2018
Gross margin 20.6 225 24.1
Selling, general and administrative expenses! 18.1 18.6 19.3

1 The Company adopted ASU 2017-07 Topic 715 as of September 1, 2018 (fiscal 2019) on a retrospective
basis. The impact for Retail Pharmacy USA on our previously reported net periodic costs as a result of the
retrospective adoption of this standard results in a reclassification from selling, general and administrative
expenses to other income (expense) of $109 million for the fiscal year ended August 31, 2018.

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

Includes immunizations.

Includes the adjustment to convert prescriptions greater than 84 days to the equivalent of three 30-day
prescriptions. This adjustment reflects that these prescriptions include approximately three times the amount
of product days supplied compared to a normal prescription.

Comparable stores are defined as those that have been open for at least twelve consecutive months without
closure for seven or more consecutive days, including due to looting or store damage, and without a major
remodel or being subject to a natural disaster, in the past twelve months. Relocated stores are not included
as comparable stores for the first twelve months after the relocation. Acquired stores are not included as
comparable stores for the first twelve months after acquisition or conversion, when applicable, whichever is
later. Comparable store sales, comparable pharmacy sales, comparable retail sales, comparable number of
prescriptions and comparable number of 30-day equivalent prescriptions refer to total sales, pharmacy sales,
retail sales, number of prescriptions and number of 30-day equivalent prescriptions, respectively, in such
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stores. The method of calculating comparable sales varies across the retail industry. As a result, our method
of calculating comparable sales may not be the same as other retailers’ methods. The twelve months ended
August 31, 2020 figures include an adjustment to remove February 29, 2020 results due to the leap year.

Sales fiscal 2020 compared to fiscal 2019

The Retail Pharmacy USA division’s sales for fiscal 2020 increased by 3.0% to $107.7 billion. Sales in
comparable stores increased by 2.8% in fiscal 2020.

Pharmacy sales increased by 4.3% in fiscal 2020 and represented 74.7% of the division’s sales. The increase in
fiscal 2020 is due to higher brand inflation and growth in specialty sales. In fiscal 2019, pharmacy sales increased
8.6% and represented 73.8% of the division’s sales. Comparable pharmacy sales increased 3.2% in fiscal 2020
compared to an increase of 4.0% in fiscal 2019. The effect of generic drugs, which have a lower retail price,
replacing brand name drugs reduced prescription sales by 2.4% in fiscal 2020 compared to a reduction of 1.2% in
fiscal 2019. The effect of generics on division sales was a reduction of 1.7% in fiscal 2020 compared to a
reduction of 0.8% for fiscal 2019. Third-party sales, where reimbursement is received from managed care
organizations, governmental agencies, employers or private insurers, were 97.2% of prescription sales for fiscal
2020 compared to 97.1% for fiscal 2019. The total number of prescriptions (including immunizations) filled in
fiscal 2020 was 818.0 million compared to 843.7 million in fiscal 2019. Prescriptions (including immunizations)
adjusted to 30-day equivalents were 1,165.3 million in fiscal 2020 compared to 1,150.1 million in fiscal 2019.

Retail sales decreased by 0.4% in fiscal 2020 and were 25.3% of the division’s sales. In comparison, fiscal 2019
retail sales were flat and comprised 26.2% of the division’s sales. Comparable retail sales increased 1.6% in
fiscal 2020 and decreased 2.4% in fiscal 2019. The increase in comparable retail sales in fiscal 2020 was
primarily driven by health & wellness, including a favorable cough cold and flu season and personal care
categories partially offset by the continued de-emphasis of tobacco.

Operating income fiscal 2020 compared to fiscal 2019

Retail Pharmacy USA division’s operating income for fiscal 2020 decreased 34.1% to $2.7 billion. The decrease
was primarily due to U.S pharmacy reimbursement pressure and COVID-19 adverse impacts partially offset by a
reduction in selling, general and administrative expenses as a percentage of sales.

Gross margin was 20.6% in fiscal 2020 compared to 22.5% in fiscal 2019. Gross margin was negatively
impacted in fiscal 2020 by pharmacy margins, which were negatively impacted by reimbursement pressure. The
decrease in pharmacy margins was partially offset by the favorable impact of procurement efficiencies.

Selling, general and administrative expenses as a percentage of sales were 18.1% in fiscal 2020 compared to
18.6% in fiscal 2019. As a percentage of sales, expenses were lower in the current period primarily due to
savings related to the Transformational Cost Management Program and gains on sale-leaseback transactions
partially offset by costs related to the Company’s Transformational Cost Management Program and year-on-year
bonus impact.

Adjusted operating income (Non-GAAP measure) fiscal 2020 compared to fiscal 2019

Retail Pharmacy USA division’s adjusted operating income for fiscal 2020 decreased 22.0% to $4.1 billion. The
decrease was primarily due to lower pharmacy margins, which were negatively impacted by reimbursement
pressure, and COVID-19 adverse impacts partially offset by a reduction in selling, general, and administrative
expenses as a percentage of sales.

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

This division comprises retail pharmacy businesses operating in countries outside of the United States and in
currencies other than the U.S. dollar, including the British pound sterling, Euro, Chilean peso and Mexican peso.
Therefore, the division’s results are impacted by movements in foreign currency exchange rates. See item 7A,
Quantitative and qualitative disclosure about market risk, foreign currency exchange rate risk, for further

information on currency risk.

(in millions, except location amounts)

2020 2019 2018
Sales $10,004 $11,462 $12,281
Gross profit 3,741 4,522 4,058
Selling, general and administrative expenses! 5,858 4,084 4,134
Operating income (loss)! (2,117 438 824
Adjusted operating income (Non-GAAP measure)!? 130 747 929
Number of locations at period end 4,428 4,605 4,767

Percentage increases (decreases)

2020 2019 2018
Sales (12.7) 6.7 4.0
Gross profit (17.3) (8.8) 43
Selling, general and administrative expenses! 434 (1.2) 3.8
Operating income! (583.4) (46.8) 6.9
Adjusted operating income (Non-GAAP measure)’-? (82.6) (19.6) (L.1)
Comparable store sales in constant currency? (104) (1.7) (1.4)
Pharmacy sales 4.3) (6.4) 43
Comparable pharmacy sales in constant currency? 0.3 0.9) (1.2)
Retail sales (17.4) (6.8) 3.8
Comparable retail sales in constant currency?® (17.2) (2.2) (1.5)

Percent to sales

2020 2019 2018
Gross margin 37.4 39.5 404
Selling, general and administrative expenses! 58.6 35.6 33.7

1 The Company adopted ASU 2017-07, Compensation — Retirement Benefits (Topic 715) as of September 1,
2018 (fiscal 2019) on a retrospective basis. The impact for Retail Pharmacy International on our previously
reported net periodic costs as a result of the retrospective adoption of this standard results in a
reclassification from selling, general and administrative expenses to other income (expense) of $18 million
for the fiscal year ended August 31, 2018.

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

Comparable stores in constant currency are defined as those that have been open for at least twelve consecutive
months without closure for seven or more consecutive days, including due to looting or store damage, and
without a major remodel or being subject to a natural disaster, in the past twelve months. Relocated stores are
not included as comparable stores for the first twelve months after the relocation. Acquired stores are not
included as comparable stores for the first twelve months after acquisition or conversion, when applicable,
whichever is later. Comparable store sales in constant currency, comparable pharmacy sales in constant
currency and comparable retail sales in constant currency refer to total sales, pharmacy sales and retail sales,
respectively, in such stores. The method of calculating comparable sales in constant currency varies across the
retail industry. As a result, our method of calculating comparable sales in constant currency may not be the
same as other retailers’ methods. The Company presents certain information related to current period operating
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results in “constant currency,” which is a non-GAAP financial measure. Comparable store sales in constant
currency, comparable pharmacy sales in constant currency and comparable retail sales in constant currency
exclude the effects of fluctuations in foreign currency exchange rates. See “--Non-GAAP Measures.” The
twelve months ended August 31, 2020 figures include an adjustment to remove February 29, 2020 results due
to the leap year.

Sales fiscal 2020 compared to fiscal 2019

Retail Pharmacy International division’s sales for fiscal 2020 decreased 12.7% to $10.0 billion. The negative
impact of currency translation on sales was 1.6 percentage points. Comparable stores sales in constant currency
decreased 10.4 percent mainly due to lower retail sales in Boots UK, driven by a reduction in store foot traffic
due to the impact of COVID-19.

Pharmacy sales decreased 4.3% in fiscal 2020 and represented 39.0% of the division’s sales. The negative impact
of currency translation on pharmacy sales was 2.7 percentage points. Comparable pharmacy sales in constant
currency increased 0.3 percent as favorable National Health Service reimbursement levels mitigated the impact
of lower prescription volume and reduced demand for services during the COVID-19 pandemic in Boots UK.

Retail sales decreased 17.4% for fiscal 2020 and represented 61.0% of the division’s sales. The negative impact
of currency translation on retail sales was 1.0 percentage points. Comparable retail sales in constant currency

decreased 17.2 percent reflecting lower Boots UK retail sales, as footfall in stores in the second half of the year
was significantly reduced due to COVID-19, particularly in major high street, train station and airport locations.

Operating income fiscal 2020 compared to fiscal 2019

Retail Pharmacy International division’s operating loss for fiscal 2020 was $2.1 billion, compared to an operating
income of $438 million in fiscal 2019. Operating income was positively impacted by 2.1 percentage points ($9
million) of currency translation. Excluding the impact of currency translation, the decrease in operating income
was primarily in the UK, due to goodwill and intangible asset impairment charges in the Boots reporting unit and
lower gross profit reflecting lower sales from COVID-19 restrictions in Boots UK and Opticians.

Gross profit decreased 17.3% in fiscal 2020. Gross profit was negatively impacted by 1.3 percentage points ($60
million) of currency translation, the remaining decrease was mainly due to lower retail sales in Boots UK and
Opticians, higher fulfillment costs and lower supplier contributions.

Selling, general and administrative expenses increased 43.4% from fiscal 2019. Expenses were positively
impacted by 1.7 percentage points ($69 million) as a result of currency translation. Excluding the impact of
currency translation, the increase was almost entirely due to goodwill and intangible asset impairment charges in
the Boots reporting unit partially offset by short term cost mitigation initiatives. As a percentage of sales, selling,
general and administrative expenses were 58.6% in fiscal 2020, compared to 35.6% in the prior fiscal year.

Adjusted operating income (Non-GAAP measure) fiscal 2020 compared to fiscal 2019

Retail Pharmacy International division’s adjusted operating income for fiscal 2020 decreased 82.6% to

$130 million. Adjusted operating income was positively impacted by 1.0 percentage points ($8 million) of
currency translation. Excluding the impact of currency translation, the decrease in adjusted operating income was
primarily due to lower retail sales in the UK including the impact of COVID-19. See “--Non-GAAP Measures”
below for a reconciliation to the most directly comparable financial measure calculated in accordance with
GAAP and related disclosures.

Pharmaceutical Wholesale

This division includes pharmaceutical wholesale businesses operating in currencies other than the U.8. dollar
including the British pound sterling, Euro and Turkish lira. Therefore, the division’s results are impacted by
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movements in foreign currency exchange rates. See item 7A, quantitative and qualitative disclosure about market
risk, foreign currency exchange rate risk, for further information on currency risk.

(in millions)

2020 2019 2018
Sales $23,958  $23,053 $23,006
Gross profit 2,063 2,041 2,081
Selling, general and administrative expenses! 1,672 1,734 1,594
Equity earnings from AmerisourceBergen 341 164 191
Operating income! 732 471 678
Adjusted operating income (Non-GAAP measure)!? 980 939 936

Percentage increases (decreases)

2020 2019 2018
Sales 3.9 0.2 8.6
Gross profit 1.1 (1.9) 59
Selling, general and administrative expenses! (3.6) 8.8 7.6
Equity earnings from AmerisourceBergen 107.5 (14.2) 41.5
Operating income! 55.2 (304) 9.5
Adjusted operating income (Non-GAAP measure)’-? 44 04 1.5
Comparable sales in constant currency? 6.5 8.0 4.2

Percent to sales

2020 2019 2018
Gross margin 8.6 8.9 8.0
Selling, general and administrative expenses! 7.0 7.5 6.9

1" The Company adopted ASU 2017-07, Compensation — Retirement Benefits (Topic 715) as of September 1,
2018 (fiscal 2019) on a retrospective basis. The impact for Pharmaceutical Wholesale on our previcusly
reported net periodic costs as a result of the retrospective adoption of this standard results in a
reclassification from selling, general and administrative expenses to other income (expense) of $(2) million
for the fiscal year ended August 31, 2018.

See “--Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure

calculated in accordance with GAAP and related disclosures.

3 Comparable sales in constant currency are defined as sales excluding acquisitions and dispositions. The
Company presents certain information related to current period operating results in “constant currency,”
which is a non-GAAP financial measure. Comparable sales in constant currency exclude the effects of
fluctuations in foreign currency exchange rates. See “--Non-GAAP Measures™ below.

Sales fiscal 2020 compared to fiscal 2019

Pharmaceutical Wholesale division’s sales for the fiscal 2020 increased 3.9% to $24.0 billion. Sales were
negatively impacted by 2.5 percentage points as a result of currency translation. Comparable sales in constant
currency increased 6.5% led by growth in the UK and emerging markets.

Operating income fiscal 2020 compared to fiscal 2019

Pharmaceutical Wholesale division’s operating income for fiscal 2020, was $732 million, including $341 million
from the company’s equity earnings in AmerisourceBergen. This compared with operating income of

$471 million in fiscal 2019, including $164 million from the Company’s equity earnings in AmerisourceBergen.
Operating income was negatively impacted by $14 million as a result of currency translation. The increase in
operating income was primarily due to costs related to the Transformational Cost Management Program in fiscal
2019.
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Gross profit increased 1.1% from the prior fiscal year. Gross profit was negatively impacted by 2.2 percentage
points ($44 million) as a result of currency translation. Excluding the impact of currency translation, the increase
in gross profit was primarily due to sales growth, partially offset by lower gross margin.

Selling, general and administrative expenses decreased 3.6% from the prior fiscal year. Expenses were positively
impacted by 1.8 percentage points ($30 million) as a result of currency translation. Excluding the impact of
currency translation, the decrease was primarily due to costs related to the Transformational Cost Management
Program in fiscal 2019, partially offset by the impact of sales growth. As a percentage of sales, selling, general
and administrative expenses were 7.0% in fiscal 2020, compared to 7.5% in fiscal 2019.

Adjusted operating income (Non-GAAP measure) fiscal 2020 compared to fiscal 2019

Pharmaceutical Wholesale division’s adjusted operating income for fiscal 2020, which included $437 million
from the Company’s share of adjusted equity earnings in AmerisourceBergen, increased 4.4% to $980 million.
Adjusted operating income was negatively impacted by 1.5 percentage points ($14 million) as a result of
currency translation. Excluding the impact of currency translation, the increase in adjusted operating income over
the prior fiscal year was primarily due to higher sales and a higher contribution from AmerisourceBergen,
partially offset by lower gross margin and higher adjusted selling, general and administrative expenses. See
“--Non-GAAP Measures” below for a reconciliation to the most directly comparable financial measure
calculated in accordance with GAAP and related disclosures.

NON-GAAP MEASURES AND KEY PERFORMANCE INDICATORS

The following information provides reconciliations of the supplemental non-GAAP financial measures, as
defined under the rules of the Securities and Exchange Commission, presented herein to the most directly
comparable financial measures calculated and presented in accordance with GAAP. The Company has provided
the non-GAAP financial measures, which are not calculated or presented in accordance with GAAP, as
supplemental information and in addition to the financial measures that are calculated and presented in
accordance with GAAP.

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

The Company also presents certain information related to current period operating results in “constant currency,”
which is a non-GAAP financial measure. These amounts are calculated by translating current period results at the
foreign currency exchange rates used in the comparable period in the prior year. The Company presents such
constant currency financial information because it has significant operations outside of the United States reporting
in currencies other than the U.S. dollar and such presentation provides a framework to assess how its business
performed excluding the impact of foreign currency exchange rate fluctuations.
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(in millions)
Twelve months ended August 31, 2020
Retail Retail ‘Walgreens
Pharmacy Pharmacy Pharmacentical Boots

USA International ‘Wholesal Eliminati Alliance, Inc.
Operating income (GAAP) $ 2,69 $(2,117) $732 $2 $1,312
Impairment of goodwill and intangible assets 32 1,984 — — 2,016
Transformational cost management 540 186 67 — 793
Acquisition-related amortization 309 75 77 — 461
Acquisition-related costs 3006 2 8 — 316
Adjustments to equity earnings in
AmerisourceBergen — — 97 — 97
LIFO provision 95 — — — 95
Store damage and inventory losses! 68 — — — 68
Store optimization 53 — — — 53
Adjusted operating income (Non-GAAP
measure) $4,099 $ 130 $980 $2 $5,.211

(in millions)
Twelve months ended Aungust 31, 2019
Retail Retail ‘Walgreens
Pharmacy Pharmacy Pharmacentical Boots

USA International ‘Wholesal Eliminati Alliance, Inc.
Operating income (GAAP) $4,088 $438 $471 $1 $4,998
Impairment of goodwill and intangible assets — 73 — — 73
Transformational cost management 189 133 155 — 477
Acquisition-related amortization? 315 100 78 — 493
Acquisition-related costs 300 3 1 — 303
Adjustments to equity earnings in
AmerisourceBergen — — 233 — 233
LIFO provision 136 — — — 136
Store optimization 196 — — — 196
Certain legal and regulatory accruals and
settlements 31 — — — 31
Adjusted operating income (Non-GAAP
measure) $5,255 $747 $939 $1 $6,942
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(in millions)
Twelve months ended August 31, 2018
Retail Retail ‘Walgreens
Pharmacy Pharmacy Pharmacentical Boots

USA International ‘Wholesal Eliminati Alliance, Inc.
Operating income (GAAP)? $4,787 $824 $678 $— $6,289
Acquisition-related amortization 260 105 83 — 448
Acquisition-related costs 231 — — — 231
Adjustments to equity earnings in
AmerisourceBergen — — 175 — 175
Store optimization 100 — — — 100
LIFO provision 84 — — — 84
Asset recovery (15) — — — (15)
Hurricane-related costs 83 — — — 83
Certain legal and regulatory accruals and
settlements 284 — — — 284
Adjusted operating income (Non-GAAP
measure)3 $5,814 $929 $936 $— $7,679

Store damage and inventory losses as a result of looting in the U.S., net of insurance recoveries.

Excludes impairment of $73 million for indefinite-lived pharmacy licenses intangible asset recorded during
the three months ended August 31, 2019, in the Boots reporting unit within the Retail Pharmacy
International segment, presented within “Impairment of goodwill and intangible assets”.

The Company adopted new accounting guidance in Accounting Standards Update 2017-07 as of
September 1, 2018 (fiscal 2019) on a retrospective basis for the Consolidated Statements of Earnings
presentation. This change resulted in reclassification of all the other net cost components (excluding service
cost component) of net pension cost and net postretirement benefit cost from selling, general and
administrative expenses to other income (expense) with no impact on the Company’s net earnings.
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Net earnings attributable to Walgreens Boots Alliance, Inc. {(GAAP)

Adjustments to operating income:

Impairment of goodwill and intangible assets
Transformational cost management
Acquisition-related amortization!
Acquisition-related costs

Adjustments to equity earnings in AmerisourceBergen
LIFO provision

Store damage and inventory losses?

Store optimization

Certain legal and regulatory accruals and settlements
Hurricane-related costs

Asset recovery

(in millions)
2020 2019 2018

$ 456 $3,982 $5,024

2,016 73 —
793 477 —
461 493 448
316 303 231

97 233 175

95 136 84
68 — —
53 196 100
— 31 284
— — 83
— — {s)

Total adjustments to operating income

Adjustments to other income (expense):
Impairment of equity method investment
Termination of option granted to Rite Aid
Gain on sale of equity method investment
Net investment hedging (gain) loss

3,868 1,944 1,350

71 — 178
— a7 —
(o)) — (322)

(11) 18 2N

Total adjustments to other income (expense)

Adjustments to interest expense, net:

59 (155)  (165)

Prefunded acquisition financing costs — — 29
Total adjustments to interest expense, net — — 29
Adjustments to income tax provision:

UK tax rate change? 139 — —
Equity method non-cash tax 60 18 25

U.S. tax law changes?
Tax impact of adjustments*

(6) 8 (125
458) (291)  (193)

Total adjustments to income tax provision

Adjustments to post tax equity earnings from other equity methed investments:

(265)  (281)  (293)

Adjustments to equity earnings in other equity method investments’ 54 40 —
Total adjustments to post tax equity earnings from other equity method investments 54 40 —
Adjustments to net earnings (loss) attributable to noncontrolling interests:

Impairment of goodwill and intangible assets (14) — —
Transformational cost management (10) — —
Acquisition-related amortization ) — —
LIFO provision (1) — —
Total adjustments to net earnings (loss) attributable to noncontrolling interests (29) — —

Adjusted net earnings attributable to Walgreens Boots Alliance, Inc.
(Non-GAAP measure)

$4,175 $5,529 $5,985
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2020 2019 2018

Diluted net earnings per common share (GAAP) $052 $ 431 $ 505
Adjustments to operating income 4.43 2.10 1.40
Adjustments to other income (expense) 0.07 ©0.17y  (0.17)
Adjustments to interest expense, net — — 0.03
Adjustments to income tax provision (0.30) (0.30) (0.29)
Adjustments to post tax equity earnings from other equity method investments 0.06 0.04 —
Adjustments to net earnings (loss) attributable to noncontrolling interests (0.03) — —
Adjusted diluted net earnings per common share (Non-GAAP measure) $474 $ 599 $ 6.02
Weighted average common shares outstanding, diluted 880.3 9235 995.0

1 Excludes impairment of $73 million for indefinite-lived pharmacy licenses intangible asset recorded during
the three months ended August 31, 2019, in the Boots reporting unit within the Retail Pharmacy
International segment, presented within “Impairment of goodwill and intangible assets”.

Store damage and inventory losses as a result of looting in the U.S., net of insurance recoveries.

Discrete tax-only items.

Represents the adjustment to the GAAP basis tax provision commensurate with non-GAAP adjustments.
Beginning in the quarter ended May 31, 2019, management reviewed and refined its practice to reflect the
proportionate share of certain equity method investees’ non-cash items or unusual or infrequent items
consistent with the Company’s non-GAAP measures in order to provide investors with a comparable view
of performance across periods. These adjustments include acquisition-related amortization and acquisition-
related costs and were immaterial for periods prior to the quarter ended May 31, 2019. Although the
Company may have shareholder rights and board representation commensurate with its ownership interests
in these equity method investees, adjustments relating to equity method investments are not intended to
imply that the Company has direct control over their operations and resulting revenue and expenses.
Moreover, these non-GAAP financial measures have limitations in that they do not reflect all revenue and
expenses of these equity method investees.

w

[N

The Company considers certain metrics presented in this Annual Report on Form 10-K, such as comparable store
sales, comparable pharmacy sales, comparable retail sales, comparable number of prescriptions, and comparable
30-day equivalent prescriptions, to be key performance indicators because the Company’s management has
evaluated its results of operations using these metrics and believes that these key performance indicators
presented provide additional perspective and insights when analyzing the core operating performance of the
Company from period to period and trends in its historical operating results. These key performance indicators
should not be considered superior to, as a substitute for or as an alternative to, and should be considered in
conjunction with, the GAAP financial measures presented herein. These measures, which are described in more
detail in this Annual Report on Form 10-K, may not be comparable to similarly-titled performance indicators
used by other companies.

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents were $0.5 billion (including $0.2 billion in non-U.S. jurisdictions) as of August 31,
2020, compared to $1.0 billion (including $0.4 billion in non-U.S. jurisdictions) as of August 31, 2019. Short-
term investment objectives are primarily to minimize risk and maintain liquidity. To attain these objectives,
investment limits are placed on the amount, type and issuer of securities. Investments are principally in U.S.
Treasury money market funds.

The Company’s long-term capital policy is to: maintain a strong balance sheet and financial flexibility; reinvest
in its core strategies; invest in strategic opportunities that reinforce its core strategies and meet return

requirements; and return surplus cash flow to stockholders in the form of dividends and share repurchases over
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the long term. In June 2018, the Company’s Board of Directors reviewed and refined the Company’s dividend
policy to set forth the Company’s current intention to increase its dividend each year.

Cash provided by operations and the incurrence of debt are the principal sources of funds for expansion,
investments, acquisitions, remodeling programs, dividends to stockholders and stock repurchases. Net cash
provided by operating activities was $5.5 billion in fiscal 2020 compared to $5.6 billion in fiscal 2019 and
$8.3 billion in fiscal 2018. The $0.1 billion decrease in cash provided by operating activities is mainly due to
lower cash inflows from net earnings and higher cash outflows from trade accounts payable, partially offset by
higher cash inflows from accrued expenses and other liabilities and accounts receivable. Changes in trade
accounts payable are mainly driven by timing of collections and payments and working capital initiatives.
Changes in accrued expenses and other liabilities are mainly driven by timing of accrual, prior year cash
payments for certain legal and regulatory settlements, and working capital initiatives. Changes in accounts
receivable are mainly driven by timing of collections and payments.

Net cash used for investing activities was $1.3 billion in fiscal 2020 compared to $2.3 billion in fiscal 2019 and
$5.5 billion in fiscal 2018. Business, investment and asset acquisitions in fiscal 2020 were $0.7 billion compared
to $0.7 billion in fiscal 2019 and $4.8 billion in fiscal 2018. Business, investment and asset acquisitions in fiscal
2018 include the acquisition of Rite Aid assets and the investment in GuoDa. Additions to property, plant and
equipment in fiscal 2020 were $1.4 billion compared to $1.7 billion in fiscal 2019 and $1.4 billion in fiscal 2018.
Capital expenditures by reporting segment were as follows (in millions):

2020 2019 2018

Retail Pharmacy USA $1,052 $1,323 51,022
Retail Pharmacy International 239 275 241
Pharmaceutical Wholesale 83 104 104
Total $1,374 $1,702 $1,367

Significant capital expenditures primarily relate to investments in our stores and information technology projects.

Net cash used for financing activities in fiscal 2020 was $4.6 billion compared to $3.0 billion in fiscal 2019 and
$5.3 billion in fiscal 2018. In fiscal 2020 there were $20.4 billion in net proceeds compared to $12.4 billion in
fiscal 2019 and $5.9 billion in fiscal 2018 primarily from revolving facilities described below and commercial
paper debt. In fiscal 2020 there were $21.4 billion payments of debt made primarily for revolving facilities and
commercial paper debt compared to $10.5 billion in fiscal 2019 and $4.9 billion in fiscal 2018. The Company
repurchased shares as part of the stock repurchase programs described below and to support the needs of the
employee stock plans totaling $1.6 billion in fiscal 2020 compared to $4.2 billion in fiscal 2019 and $5.2 billion
in fiscal 2018. Proceeds related to employee stock plans were $55 million in fiscal 2020 compared to

$174 million in fiscal 2019 and fiscal 2018. Cash dividends paid were $1.7 billion in fiscal 2020 compared to
$1.6 billion in fiscal 2019 and $1.7 billion in fiscal 2018.

The Company expects to fund its working capital needs, capital expenditures, pending acquisitions, dividend
payments and debt service obligations from liquidity sources including cash flow from operations, availability
under existing credit facilities, commercial paper programs, working capital financing arrangements and current
cash and investment balances. The Company believes that these sources, and the ability to obtain other financing
will provide adequate cash funds for the Company’s foreseeable working capital needs, capital expenditures,
pending acquisitions, dividend payments and debt service obligations for at least the next 12 months. The
Company’s cash requirements are subject to change as business conditions warrant and opportunities arise. The
timing and size of any new business ventures or acquisitions that the Company may complete may also impact its
cash requirements. Additionally, the Company’s cash requirements, and its ability to generate cash flow, have
been and may continue to be adversely affected by COVID-19 and the resulting market volatility and instability.
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As described in more detail below, during the second half of fiscal 2020, the Company took actions intended to
increase its cash position and preserve financial flexibility in light of COVID-19 and uncertainty in the global
markets, including issuing $1.0 billion of 4.10% notes due 2050 and $0.5 billion of 3.20% notes due 2030.
Additionally, the Company entered into several new credit facilities totaling $3.6 billion, increasing its total
undrawn committed credit facilities to $11.5 billion as of August 31, 2020. The Company has total borrowings of
approximately $2.6 billion outstanding under the credit facilities and commercial paper program described
herein, of which $1.5 billion was commercial paper, as of August 31, 2020.

Additionally, on August 10, 2020, a subsidiary of the Company established a new commercial paper program for
the purpose of issuing short term, unsecured commercial paper notes in an aggregate principal amount up to
€1.0 billion. These commercial paper notes are guaranteed by the Company. This subsidiary has been approved
as an eligible issuer under the Joint HM Treasury and Bank of England’s COVID Corporate Financing Facility
commercial paper program. For further information regarding the impact of COVID-19 on the Company,
including on its liquidity and capital resources, please see item 1A, risk factors in this report.

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

Stock repurchase program

In June 2018, the Company authorized a stock repurchase program (the “June 2018 stock repurchase program”),
which authorized the repurchase of up to $10.0 billion of the Company’s common stock of which the Company
had repurchased $8.0 billion as of August 31, 2020. The June 2018 stock repurchase program has no specified
expiration date. In July 2020, the Company announced that it is suspending activities under this program. The
Company may continue to repurchase stock to offset anticipated dilution from equity incentive plans.

The Company purchased 30 million and 57 million shares under stock repurchase programs in fiscal 2020 and
2019 at a cost of $1.5 billion and $3.8 billion, respectively. The Company determines the timing and amount of
repurchases, including repurchases to offset anticipated dilution from equity incentive plans, based on its
assessment of various factors, including prevailing market conditions, alternate uses of capital, liquidity and the
economic environment. The Company has repurchased, and may from time to time in the future repurchase,
shares on the open market through Rule 10b5-1 plans, which enable the Company to repurchase shares at times
when it otherwise might be precluded from doing so under federal securities laws.

Commercial paper

The Company periodically borrows under its commercial paper program and may borrow under it in future
periods. The Company had $1.5 billion commercial paper outstanding as of August 31, 2020 and $2.4 billion as
of August 31, 2019. The Company had average daily commercial paper outstanding of $2.5 billion, $2.7 billion
and $1.4 billion at a weighted average interest rate of 2.15%, 3.07% and 2.11% for the fiscal years ended
August 31, 2020, 2019 and 2018 respectively.

Financing actions

On August 29, 2018, the Company entered into a revolving credit agreement (the “August 2018 Revolving Credit
Agreement”) with the lenders and letter of credit issuers from time to time party thereto. The August 2018
Revolving Credit Agreement is an unsecured revolving credit facility with an aggregate commitment in the
amount of $3.5 billion, with a letter of credit subfacility commitment amount of $500 million. The facility
termination date is the earlier of (a) August 29, 2023, subject to extension thereof pursuant to the August 2018
Revolving Credit Agreement and (b) the date of termination in whole of the aggregate amount of the revolving
commitments pursuant to the August 2018 Revolving Credit Agreement. Borrowings under the August 2018
Revolving Credit Agreement will bear interest at a fluctuating rate per annum equal to, at the Company’s option,
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the alternate base rate or the Furocurrency rate, in each case, plus an applicable margin calculated based on the
Company’s credit ratings. As of August 31, 2020, there were no borrowings outstanding under the August 2018
Revolving Credit Agreement.

On November 30, 2018, the Company entered into a credit agreement with the lenders from time to time party
thereto on March 25, 2019, the Company entered into an amendment to such credit agreement (such credit
agreement, as so amended the “November 2018 Credit Agreement”) reflecting certain changes to the borrowing
notice provisions thereto and on April 2, 2020, the Company entered into a second amendment to the November
2018 Credit Agreement (such credit agreement as so further amended, the “Amended November 2018 Credit
Agreement”), which second amendment became effective as of May 29, 2020. As of May 29, 2020, the

$500 million revolving credit facility portion of the November 2018 Credit Agreement was converted into a term
loan facility, such that the Amended November 2018 Credit Agreement consists of a $1.0 billion senior
unsecured term loan facility. The facility termination date is the earlier of (a) May 29, 2021 and (b) the date of
acceleration of all loans under the Amended November 2018 Credit Agreement pursuant to its terms. Borrowings
under the Amended November 2018 Credit Agreement will bear interest at a fluctuating rate per annum equal to,
at the Company’s option, the alternate base rate or the Eurocurrency rate, plus an applicable margin of 1.25% in
the case of Eurocurrency rate loans and 0.125% in the case of alternative base rate loans. As of August 31, 2020,
there were $1.0 billion of borrowings outstanding under the Amended November 2018 Credit Agreement.

On December 5, 2018, the Company entered into a $1.0 billion term loan credit agreement with the lenders from
time to time party thereto and, on August 9, 2019, the Company entered into an amendment to such credit
agreement (such credit agreement as so amended, the “December 2018 Credit Agreement”) to permit the
Company to borrow, repay and reborrow amounts borrowed thereunder prior to the maturity date. On April 2,
2020, the Company amended and restated the December 2018 Credit Agreement (such credit agreement as so
amended and restated, the “A&R December 2018 Credit Agreement”). The A&R December 2018 Credit
Agreement governs a $2.0 billion senior unsecured revolving credit facility, consisting of the initial $1.0 billion
senior unsecured revolving facility (the “Initial Facility™) previously governed by the December 2018 Credit
Agreement and a new $1.0 billion senior unsecured revolving credit facility (the “New Facility™). The facility
termination date is the earlier of (a) January 29, 2021 (the “Initial Maturity Date”) (which date shall be extended
to February 26, 2021 or July 31, 2021 pursuant to the terms of the A&R December 2018 Credit Agreement if the
Company extends the maturity date of certain of its existing credit agreements or enters into new bank or bond
financings with a certain maturity date and above an aggregate principal amount as described in the A&R
December 2018 Credit Agreement) and (b) the date of termination in whole of the aggregate amount of the
commitments pursuant to the A&R December 2018 Credit Agreement. Borrowings under the A&R December
2018 Credit Agreement will bear interest at a fluctuating rate per annum equal to, at the Company’s option, the
alternate base rate or the Eurocurrency rate, plus an applicable margin of (i) in the case of the Initial Facility from
April 2, 2020 through and including the Initial Maturity Date, 0.75% in the case of Eurocurrency rate loans and
0.00% in the case of alternate base rate loans and (ii) in the case of the New Facility and the Initial Facility after
the Initial Maturity Date, 1.50% in the case of Eurocurrency rate loans and 0.50% in the case of alternate base
rate loans. As of August 31, 2020, there were $0.1 billion of borrowings outstanding under the A&R December
2018 Credit Agreement.

On December 21, 2018, the Company entered into a $1.0 billion revolving credit agreement (the “December
2018 Revolving Credit Agreement”) with the lenders from time to time party thereto. On July 27, 2020, the

December 2018 Revolving Credit Agreement matured and the Company paid all amounts due in connection
therewith.

On January 18, 2019, the Company entered into a $2.0 billion 364-day revolving credit agreement (as extended,
the “January 2019 364-Day Revolving Credit Agreement”) with the lenders from time to time party thereto. The
January 2019 364-Day Revolving Credit Agreement is a senior unsecured 364-day revolving credit facility, with
a facility termination date of the earlier of (a) 364 days following January 31, 2019, the date of the effectiveness
of the commitments pursuant to the January 364- Day Revolving Credit Agreement, subject to extension thereof
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pursuant to the January 2019 364-Day Revolving Credit Agreement and (b) the date of termination in whole of
the aggregate amount of the commitments pursuant to the January 2019 364-Day Revolving Credit Agreement.
On December 18, 2019, the Company entered into an Extension Agreement (the “Extension Agreement”)
relating to the January 2019 364-Day Revolving Credit Agreement with the lenders party thereto and Mizuho, as
administrative agent. The Extension Agreement extends the Maturity Date (as defined in the January 2019
364-Day Revolving Credit Agreement) for an additional period of 364 days to January 28, 2021. Such extension
became effective on January 30, 2020. Borrowings under the January 2019 364-Day Revolving Credit
Agreement will bear interest at a fluctuating rate per annum equal to, at the Company’s option, the alternate base
rate or the Eurocurrency rate, in each case, plus an applicable margin calculated based on the Company’s credit
ratings. As of August 31, 2020, there were no borrowings outstanding under the January 364-Day Revolving
Credit Agreement.

On August 30, 2019, the Company entered into three $500 million revolving credit agreements (together, the
“August 2019 Revolving Credit Agreements” and each individually, an “August 2019 Revolving Credit
Agreement”) with the lenders from time to time party thereto. Each of the August 2019 Revolving Credit
Agreements are senior unsecured revolving credit facilities, with facility termination dates of the earlier of (a) 18
months following August 30, 2019, subject to extension thereof pursuant to the applicable August 2019
Revolving Credit Agreement and (b) the date of termination in whole of the aggregate amount of the
commitments pursuant to the applicable August 2019 Revolving Credit Agreement. Borrowings under each of
the August 2019 Revolving Credit Agreements will bear interest at a fluctuating rate per annum equal to, at the
Company’s option, the alternate base rate or the Eurocurrency rate, plus an applicable margin of 0.95% in the
case of Eurocurrency rate loans. As of August 31, 2020, there were no borrowings outstanding under the August
2019 Revolving Credit Agreements.

The Company entered into a $750 million revolving credit agreement on April 1, 2020 (the “April 2020
Revolving Bilateral Credit Agreement™) and a $1.3 billion revolving credit agreement on April 2, 2020 (the
“April 2020 Revolving Club Credit Agreement” and together with the April 2020 Revolving Bilateral Credit
Agreement, the “Other April 2020 Revolving Credit Agreements”) with the lenders from time to time party
thereto. Each of the Other April 2020 Revolving Credit Agreements is a senior unsecured revolving credit
facility, with a facility termination dates of the earlier of (a) March 31, 2021 (which date shall be shortened
pursuant to the terms of the applicable Other April 2020 Revolving Credit Agreement if the Company does not
extend the maturity date of certain of its existing credit agreements or enter into new bank or bond financings
with a certain maturity date and above an aggregate principal amount as described in the applicable April 2020
Revolving Credit Agreement) and (b) the date of termination in whole of the aggregate amount of the
commitments pursuant to the applicable Other April 2020 Revolving Credit Agreement. Borrowings under the
Other April 2020 Revolving Credit Agreements will bear interest at a fluctuating rate per annum equal to, at the
Company’s option, the Eurocurrency rate or the alternate base rate, plus an applicable margin of 1.25% in the
case of Eurocurrency rate loans. As of August 31, 2020, there were no borrowings outstanding under the Other
April 2020 Revolving Credit Agreements.

On April 7, 2020, the Company entered into a $500 million revolving credit agreement (the “April 7, 2020
Revolving Credit Agreement”) with WBA Financial Services Limited, a private limited company incorporated
under the laws of England and Wales (“WBAFSL”), and the lenders from time to time party thereto. The April 7,
2020 Revolving Credit Agreement is a senior unsecured revolving credit facility, with a facility termination date
of the earlier of (a) 364-days from April 7, 2020 and (b) the date of termination in whole of the aggregate amount
of the commitments pursuant to the April 7, 2020 Revolving Credit Agreement. The Company and WBAFSL
will be the borrowers under the April 7, 2020 Revolving Credit Agreement. Pursuant to the terms of the April 7,
2020 Revolving Credit Agreement, the Company provides a guarantee of any obligations of WBAFSL under the
April 7, 2020 Revolving Credit Agreement. Borrowings under the April 7, 2020 Revolving Credit Agreement
will bear interest at a fluctuating rate per annum equal to, at the Company’s option, the Eurocurrency rate or the
alternate base rate, plus an applicable margin of 1.50% in the case of Eurocurrency rate loans. As of August 31,
2020, there were no borrowings outstanding under the April 7, 2020 Revolving Credit Agreement.
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On April 15, 2020, the Company issued in an underwritten public offering $0.5 billion of 3.20% notes due 2030
and $1.0 billion of 4.10% notes due 2050. Total issuance costs relating to the notes, including underwriting
discounts and estimated offering expenses were $13.3 million.

On September 17, 2020, the Company provided notice to the trustee and the holders of its 2.875% notes due
2020 issued by the Company on November 20, 2014 that it will redeem in full the £400 million aggregate
principal amount outstanding of the notes on October 20, 2020.

Debt covenants

Each of the Company’s credit facilities described above contain a covenant to maintain, as of the last day of each
fiscal quarter, a ratio of consolidated debt to total capitalization not to exceed 0.60:1.00, subject to increase in
certain circumstances set forth in the applicable credit agreement. As of August 31, 2020, the Company was in
compliance with all such applicable covenants.

Credit ratings

As of October 14, 2020, the credit ratings of Walgreens Boots Alliance were:

Rating agency Long-term debt rating Commercial paper rating Outlook
Fitch BBB- F3 Stable
Moody’s Baa2 P-2 Negative
Standard & Poor’s BBB A-2 Negative

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

Amerisource Bergen relationship

As of August 31, 2020, the Company owned 56,854,867 AmerisourceBergen common shares representing
approximately 28% of the outstanding common stock based on most recent share count publicly reported by
AmerisourceBergen and had designated one member of AmerisourceBergen’s board of directors. As of

August 31, 2020, the Company can acquire up to an additional 8,398,752 AmerisourceBergen shares in the open
market and thereafter designate another member of AmerisourceBergen’s board of directors, subject in each case
to applicable legal and contractual requirements. The amount of permitted open market purchases is subject to
increase or decrease in certain circumstances. Subject to applicable legal and contractual requirements, share
purchases may be made from time to time in open market transactions or pursuant to instruments and plans
complying with Rule 10b5-1. See note 5, equity method investments, to the Consolidated Financial Statements
included herein for further information.

COMMITMENTS AND CONTINGENCIES

The information set forth in note 10, commitments and contingencies, to the Consolidated Financial Statements
included in part II, item 8 of this Form 10-K is incorporated herein by reference.

CRITICAL ACCOUNTING POLICIES

The Consolidated Financial Statements are prepared in accordance with accounting principles generally accepted
in the United States of America and include amounts based on management’s prudent judgments and estimates.
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Actual results may differ from these estimates. Management believes that any reasonable deviation from those
judgments and estimates would not have a material impact on our consolidated financial position or results of
operations. To the extent that the estimates used differ from actual results, however, adjustments to the
Consolidated Statements of Earnings and corresponding Consolidated Balance Sheets accounts would be
necessary. These adjustments would be made in future periods. Some of the more significant estimates include
business combinations, goodwill and indefinite-lived intangible asset impairment, long-lived assets impairment,
cost of sales and inventory, equity method investments, pension and postretirement benefits and income taxes.
The Company uses the following methods to determine its estimates:

Business combinations — The Company accounts for business combinations using the acquisition method of
accounting, which requires that once control is obtained, all the assets acquired and liabilities assumed, including
amounts attributable to noncontrolling interests, be recorded at their respective fair values at the date of
acquisition. The determination of fair values of assets and liabilities acquired requires estimates and the use of
valuation techniques when market value is not readily available.

For intangible assets, the Company generally uses the income approach to determine fair value. The income
approach requires management to make significant estimates and assumptions. These estimates and assumptions
primarily include, but are not limited to: discount rates, terminal growth rates, royalty rates, forecasts of revenue,
operating income, depreciation, amortization and capital expenditures. The discount rates applied to the
projections reflect the risk factors associated with those projections.

Although the Company believes its estimates of fair value are reasonable, actual financial results could differ
from those estimates due to the inherent uncertainty involved in making such estimates. Changes in assumptions
concerning future financial results or other underlying assumptions could have a significant impact on the
determination of the fair value of the intangible assets acquired.

Judgment is also required in determining the intangible asset’s useful life.

Leases — The Company determines if an arrangement contains a lease at the inception of a contract. The lease
classification is determined at the commencement date. Right-of-use assets represent the Company’s right to use
an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease
payments arising from the lease during the lease term. Right-of-use assets and lease liabilities are recognized at
the commencement date based on the present value of the remaining future minimum lease payments during the
lease term. The commencement date of all lease terms is the earlier of the date the Company becomes legally
obligated to make rent payments or the date the Company has the right to control the property. The Company
utilizes its incremental borrowing rate to discount the lease payments. The incremental borrowing rate is based
on the Company’s estimated rate of interest for a collateralized borrowing over a similar term as the lease term.
The operating lease right-of-use assets also include lease payments made before commencement, lease incentives
and are recorded net of impairment. Operating leases are expensed on a straight line basis over the lease term.

The lease term of real estate leases includes renewal options that are reasonably certain of being exercised.
Options to extend are considered reasonably certain of being exercised based on evaluation if there is significant
investments within the leased property which have useful lives greater than the non-cancelable lease term,
performance of the underlying store and the Company’s economic and strategic initiatives. Short-term leases
with an initial term of 12 months or less are not recorded on the balance sheets.

The Company accounts for lease components and non-lease components as a single lease component. Variable
lease payment amounts that cannot be determined at the commencement of the lease such as increases in lease
payments based on changes in index rates or usage, are not included in the right-of-use assets or lease liabilities.
These are expensed as incurred. The Company has real estate leases which require additional payments based on
sales volume, as well as reimbursement for real estate taxes, common area maintenance and insurance, which are
expensed as incurred as variable lease costs and hence are not included in the lease payments used to calculate
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lease liability. Other real estate leases contain one fixed lease payment that includes real estate taxes, common
area maintenance and insurance. These fixed payments are considered part of the lease payment and included in
the right-of-use assets and lease liabilities. The Company does not separately account for the land portion of the
leases involving land and building.

Finance leases are recognized within property, plant and equipment and as a finance lease liability within accrued
expenses and other liabilities and other noncurrent liabilities.

Goodwill and indefinite-lived intangible assetf impairment — Goodwill and indefinite-lived intangible assets are
evaluated for impairment annually during the fourth quarter, or more frequently if an event occurs or
circumstances change that could more likely than not reduce the fair value of a reporting unit or intangible asset
below its carrying value. As part of the Company’s impairment analysis, fair value of a reporting unit is
determined using both the income and market approaches. The income approach requires management to
estimate a number of factors for each reporting unit, including projected future operating results, economic
projections, anticipated future cash flows and discount rates. The market approach estimates fair value using
comparable marketplace fair value data from within a comparable industry grouping.

Indefinite-lived intangible assets are tested for impairment by comparing the estimated fair value of the asset to
its carrying value. If the carrying value of the asset exceeds its estimated fair value, an impairment loss is
recognized and the asset is written down to its estimated fair value. Indefinite-lived intangible assets fair values
are estimated using the relief from royalty method and excess earnings method of the income approach. The
determination of the fair value of the indefinite-lived intangibles requires the Company to make significant
estimates and assumptions. These estimates and assumptions primarily include, but are not limited to: forecasts
of revenue, the selection of appropriate royalty rate and discount rates.

During the three months ended May 31, 2020, the Company completed a quantitative impairment analysis for
goodwill and certain indefinite-lived intangible assets related to its two reporting units within Retail Pharmacy
International division, Boots and Other international, as a result of the significant impact of COVID-19 on their
financial performance. Based on this analysis, the Company recorded impairment charges of $1.7 billion on
Boots goodwill and $0.3 billion on certain indefinite-lived Boots tradename assets.

Based on the annual evaluation as of June 1, 2020 valuation date, the fair values of the Company’s reporting
units exceeded their carrying amounts ranging from approximately 4% to approximately 239% excluding Boots
reporting unit for which the excess of fair value over carrying amount was nominal due to an impairment charge
recognized during the three months ended May 31, 2020. Other international reporting unit’s fair value was in
excess of its carrying value by approximately 4% compared to 16% on June 1, 2019. As of August 31, 2020, the
carrying values of goodwill were $1.1 billion and $0.5 billion for Boots reporting unit and Other international
reporting unit, respectively. The fair values of certain indefinite-lived intangibles within the Boots reporting unit
exceeded their carrying amounts ranging from approximately 4% to approximately 31%, excluding certain
indefinite-lived Boots tradename assets for which the excess of fair values over carrying amounts were nominal
due to impairment charges recognized during the three months ended May 31, 2020. As of August 31, 2020, the
carrying value of the indefinite-lived intangibles within the Boots reporting unit was $7.2 billion. During the
fiscal year ended August 31, 2019, the Company recorded an impairment of $73 million on its pharmacy licenses
in the Boots reporting unit.

The determination of the fair value of the reporting units requires the Company to make significant estimates and
assumptions including the business and financial performance of the Company’s reporting units, as well as how
such performance may be impacted by COVID-19. These estimates and assumptions primarily include, but are
not limited to: the selection of appropriate peer group companies, control premiums appropriate for acquisitions
in the industries in which we compete, discount rates, terminal growth rates, forecasts of revenue, operating
income, depreciation, amortization and capital expenditures, including considering the impact of COVID-19.
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Although the Company believes its estimates of fair value are reasonable, actual financial results could differ
from those estimates due to the inherent uncertainty involved in making such estimates. Changes in assumptions
concerning future financial results or other underlying assumptions, including the impact of COVID-19, could
have a significant impact on either the fair value of the reporting units and indefinite-lived intangibles, the
amount of any goodwill and indefinite-lived intangible impairment charges, or both. These estimates can be
affected by a number of factors including, but not limited to, the impact of COVID-19, its severity, duration and
its impact on global economies, general economic conditions as well as our profitability. The Company will
continue to monitor these potential impacts, including the impact of COVID-19 and economic, industry and
market trends and the impact these may have on Boots and Other international reporting units.

The Company also compares the sum of estimated fair values of reporting units to the Company’s fair value as
implied by the market value of its equity securities. This comparison provides an indication that, in total,
assumptions and estimates are reasonable. Future declines in the overall market value of the Company’s equity
securities may provide an indication that the fair value of one or more reporting units has declined below its
carrying value.

See note 6, goodwill and other intangible assets, to the Consolidated Financial Statements for additional
information.

Impairment of long lived assets — The Company evaluates the recoverability of long-lived assets whenever
events or changes in circumstances indicate that the carrying value of such an asset may not be recoverable. The
evaluation of long-lived assets is performed at the lowest level of identifiable cash flows. Long-lived assets
related to the Company’s retail operations include property, plant and equipment, definite-lived intangibles, right
of use asset as well as operating lease liability. If the asset group fails the recoverability test, then an impairment
charge is determined based on the difference between the fair value of the asset group compared to its carrying
value. Fair value of the asset group is generally determined using income approach based on cash flows expected
from the use and eventual disposal of the asset group.

The determination of the fair value of the asset group requires management to estimate a number of factors
including anticipated future cash flows and discount rates. Although we believe these estimates are reasonable,
actual results could differ from those estimates due to the inherent uncertainty involved in making such
estimates.

Cost of sales and inventory — Cost of sales includes the purchase price of goods and cost of services rendered,
store and warehouse inventory loss, inventory obsolescence and supplier rebates. In addition to product costs,
cost of sales includes warehousing costs for retail operations, purchasing costs, freight costs, cash discounts and
vendor allowances.

Cost of sales for our Retail Pharmacy USA segment is derived based upon point-of-sale scanning information
with an estimate for shrinkage and is adjusted based on periodic inventory counts. Inventories are valued at the
lower of cost or market determined by the last-in, first-out (“LLIFO”) method for the Retail Pharmacy USA
segment and primarily on a first-in first-out (“FIFO”) basis for inventory in the Retail Pharmacy International
and Pharmaceutical Wholesale segments.

Equity method investments — The Company uses the equity method of accounting for equity investments if the
investment provides the ability to exercise significant influence, but not control, over operating and financial
policies of the investee. The Company’s proportionate share of the net income or loss of these investees is
included in consolidated net earnings. Judgment regarding the level of influence over each equity method
investment includes considering key factors such as the Company’s ownership interest, legal form of the investee
(e.g. limited liability partnership), representation on the board of directors, participation in policy-making
decisions and material intra-entity transactions.
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The Company evaluates equity method investments for impairment whenever events or changes in circumstances
indicate that the carrying amount of the investment might not be recoverable. Factors considered by the
Company when reviewing an equity method investment for impairment include the length of time (duration) and
the extent (severity) to which the fair value of the equity method investment has been less than cost, the
investee’s financial condition and near-term prospects and the intent and ability to hold the investment for a
period of time sufficient to allow for anticipated recovery. An impairment that is other-than-temporary is
recognized in the period identified.

Pension and postretirement benefits — The Company has various defined benefit pension plans that cover some
of its non-U.S. employees. The Company also has a postretirement healthcare plan that covers qualifying U.S.
employees. Eligibility and the level of benefits for these plans vary depending on participants’ status, date of hire
and or length of service. Pension and postretirement plan expenses and valuations are dependent on assumptions
used by third-party actuaries in calculating those amounts. These assumptions include discount rates, healthcare
cost trends, long-term return on plan assets, retirement rates, mortality rates and other factors.

In determining long-term rate of return on plan assets assumption, the Company considers both the historical
performance of the investment portfolio as well as the long-term market return expectations based on the
investment mix of the portfolio. A change in any of these assumptions would have an effect on its pension
expense. A 25 basis point increase in the discount rate would result in a decline of $438.8 million to the
Company’s pension benefit obligation. A 25 basis point decrease on the expected return on plan assets
assumption would increase the Company’s pension expense by $23.7 million.

The Company funds its pension plans in accordance with applicable regulations. The postretirement healthcare
plan is not funded.

Income taxes — The Company is subject to routine income tax audits that occur periodically in the normal course
of business. U.S. federal, state, local and foreign tax authorities raise questions regarding the Company’s tax
filing positions, including the timing and amount of deductions and the allocation of income among various tax
Jjurisdictions. In evaluating the tax benefits associated with the various tax filing positions, the Company records
a tax benefit for uncertain tax positions using the highest cumulative tax benefit that is more likely than not to be
realized. Adjustments are made to the liability for unrecognized tax benefits in the period in which the Company
determines the issue is effectively settled with the tax authorities, the statute of limitations expires for the return
containing the tax position or when more information becomes available. The liability for unrecognized tax
benefits, including accrued penalties and interest, is primarily included in other non-current liabilities and current
income taxes on the Company’s Consolidated Balance Sheets and in income tax provision in its Consolidated
Statements of Farnings.

In determining its provision for income taxes, the Company uses income, permanent differences between book
and tax income and enacted statutory income tax rates. The provision for income taxes rate also reflects its
assessment of the ultimate outcome of tax audits in addition to any foreign-based income deemed to be taxable in
the United States. Discrete events such as audit settlements or changes in tax laws are recognized in the period in
which they occur.
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The following table lists the Company’s contractual obligations and commitments at August 31, 2020 (in
millions):

Payments due by period

Less than 1-3 3-5 Over 5

Total 1 year years years years
Operating lease obligation! $31.5890 $ 3,529 $ 6,584 $5917 $15559
Finance lease obligations 1,697 96 187 184 1,230
Purchase obligations: 4,728 2,840 756 700 432
Open inventory purchase orders* 2,227 2,226 — — —
Real estate development™ 137 137 — — —
Other obligations*? 2,364 476 755 700 432
Short-term debt and long-term debt™ 15,816 3,545 2,450 2,005 7816
Interest payment on short-term debt and long-term debt* 5,657 460 800 693 3,704
Retirement benefit obligations 730 48 93 64 495
Investment commitment™3 750 200 550 — —
Other liabilities reflected on the balance sheet* 1,136 138 500 188 311
Total $62,103 $10,855 $11,920 $9,781 $29,547

*  Notrecorded on balance sheet.

#%  Excluding debt discounts and issuance costs and finance lease obligations.

Amounts do not include certain operating expenses under these leases such as common area maintenance,

insurance, real estate taxes and rental payments based on sales volume, where appropriate. These expenses

were $761 million for the fiscal year ended August 31, 2020.

2 Primarily relates to obligations from information technology projects.

3 Commitment to invest in convertible debt securities of VillageMD.

4 Includes $552 million ($88 million in less than 1 year, $434 million in 1-3 years and $30 million in 3-5
years) of unrecognized tax benefits recorded under Accounting Standards Codification Topic 740, Income
Taxes. Includes $206 million ($102 million in 3-5 years and $104 million in over 5 years) of noncurrent
income taxes payable as a result of the U.S tax law changes enacted in December 2017.

The information in the foregoing table is presented as of August 31, 2020 and accordingly does not reflect
obligations under agreements the Company entered into after that date.

OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any unconsolidated special purpose entities and, except as described herein, the
Company does not have significant exposure to any off-balance sheet arrangements. The term “off-balance sheet
arrangement” generally means any transaction, agreement or other contractual arrangement to which an entity
unconsolidated with the Company is a party, under which the Company has: (i) any obligation arising under a
guarantee contract, derivative instrument or variable interest; or (ii) a retained or contingent interest in assets
transferred to such entity or similar arrangement that serves as credit, liquidity or market risk support for such
assets.

At August 31, 2020, the Company had $16 million of guarantees outstanding and no amounts issued under letters
of credit.

RECENT ACCOUNTING PRONOUNCEMENTS

See “new accounting pronouncements” within note 1, summary of major accounting policies, to the Consolidated
Financial Statements for information regarding recent accounting pronouncements.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report and other documents that we file or furnish with the SEC contain forward-looking statements that are
based on current expectations, estimates, forecasts and projections about our future performance, our business,
our beliefs and our management’s assumptions. In addition, we, or others on our behalf, may make forward-
looking statements in press releases or written statements, on the Company’s website or in our communications
and discussions with investors and analysts in the normal course of business through meetings, webcasts, phone
calls, conference calls and other communications. Some of such forward-looking statements may be based on
certain data and forecasts relating to our business and industry that we have obtained from internal surveys,
market research, publicly available information and industry publications. Industry publications, surveys and
market research generally state that the information they provide has been obtained from sources believed to be
reliable, but that the accuracy and completeness of such information is not guaranteed. Statements that are not
historical facts are forward-looking statements, including, without limitation, those regarding estimates of and
goals for future financial and operating performance as well as forward-looking statements concerning the
potential impacts on our business of the spread and impact of COVID-19, the expected execution and effect of
our business strategies, our cost-savings and growth initiatives, pilot programs, strategic partnerships and
initiatives, and restructuring activities and the amounts and timing of their expected impact and delivery of
estimated cost savings, the amount and timing of costs, synergies and savings related to our acquisition of Rite
Aid stores and related assets, our commercial agreement with AmerisourceBergen, the arrangements and
transactions contemplated by our framework agreement with AmerisourceBergen and their possible effects,
estimates of the impact of developments on our earnings, earnings per share and other financial and operating
metrics, cough, cold and flu season, prescription volume, pharmacy sales trends, prescription margins and
reimbursement rates, changes in generic prescription drug prices, retail margins, number and location of new
store openings, network participation, vendor, payer and customer relationships and terms, possible new
contracts or contract extensions, the withdrawal of the United Kingdom from the European Union and its
possible effects, competition, economic and business conditions, outcomes of litigation and regulatory matters,
the level of capital expenditures, industry trends, demographic trends, growth strategies, financial results, cost
reduction initiatives, impairment or other charges, acquisition and joint venture synergies, competitive strengths
and changes in legislation or regulations. All statements in the future tense and all statements accompanied by
words such as “expect,” “likely,” “outlook,” *“forecast,” “preliminary,” “pilot,” “would,” “could,” “should,”
“can,” “will,” “project, guidance,” “target,” “aim,” “continue,” “sustain,” “synergy,”
“transform,” “accelerate,” “model,” “long-term,” “on track,” “on schedule,” “headwind,” “tailwind,” “believe,”
“seek,” “estimate,” “anticipate,” “upcoming,” “to come,” “may,” “possible,” “assume,” and variations of such
words and similar expressions are intended to identify such forward-looking statements, which are made
pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995.

»
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»

intend,” “plan,” “goal

» o

» . @

These forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties
and assumptions, known or unknown, that could cause actual results to vary materially from those indicated or
anticipated, including, but not limited to, those relating to the spread and impact of COVID-19, including the
adverse impact on the global economy as well as our business, risks relating to the impact of private and public
third-party payers’ efforts to reduce prescription drug reimbursements, fluctuations in foreign currency exchange
rates, the timing and magnitude of the impact of branded to generic drug conversions and changes in generic drug
prices, our ability to realize synergies and achieve financial, tax and operating results in the amounts and at the
times anticipated, the inherent risks, challenges and uncertainties associated with forecasting financial results of
large, complex organizations in rapidly evolving industries, particularly over longer time periods, and during
periods with increased volatility and uncertainties, supply arrangements including our commercial agreement
with AmerisourceBergen, the arrangements and transactions contemplated by our framework agreement with
AmerisourceBergen and their possible effects, the risks associated with our equity method investment in
AmerisourceBergen, circumstances that could give rise to the termination, cross-termination or modification of
any of our contractual obligations, the amount of costs, fees, expenses and charges incurred in connection with
strategic transactions, whether the costs and charges associated with restructuring initiatives, including the
Transformational Cost Management Program and Store Optimization Program, will exceed estimates, our ability
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to realize expected savings and benefits from cost-savings initiatives, including the Transformational Cost
Management Program and Store Optimization Program, restructuring activities and acquisitions and joint
ventures in the amounts and at the times anticipated, the timing and amount of any impairment or other charges,
the timing and severity of cough, cold and flu season, risks relating to looting and vandalism in regions in which
we operate and the scope and magnitude of any property damage, inventory loss or other adverse impacts, risks
related to pilot programs and new business initiatives and ventures generally, including the risks that anticipated
benefits may not be realized, changes in management’s plans and assumptions, the risks associated with
governance and control matters, the ability to retain key personnel, changes in economic and business conditions
generally or in particular markets in which we participate, changes in financial markets, credit ratings and interest
rates, the risks relating to the terms, timing and magnitude of any share repurchase activity, the risks associated
with international business operations, including the risks associated with the withdrawal of the United Kingdom
from the European Union and international trade policies, tariffs, including tariff negotiations between the United
States and China, and relations, the risks associated with cybersecurity or privacy breaches related to customer
information, changes in vendor, customer and payer relationships and terms, including changes in network
participation and reimbursement terms and the associated impacts on volume and operating results, changes in
pharmaceutical manufacturers’ pricing or distribution policies or practices, risks related to competition including
changes in market dynamics, participants, product and service offerings, retail formats and competitive
positioning, risks associated with new business areas and activities, risks associated with acquisitions,
divestitures, joint ventures and strategic investments, including those relating to the asset acquisition from Rite
Aid, the risks associated with the integration of complex businesses, the impact of regulatory restrictions and
outcomes of legal and regulatory matters and risks associated with changes in laws, including those related to the
December 2017 U.S. tax law changes, regulations or interpretations thereof. These and other risks, assumptions
and uncertainties are described in Item 1A, Risk factors, above, which are incorporated herein by reference, and
in other documents that we file or furnish with the SEC. Should one or more of these risks or uncertainties
materialize, or should underlying assumptions prove incotrect, actual results may vary materially from those
indicated or anticipated by such forward-looking statements. Accordingly, you are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date they are made. Except to the extent
required by law, we do not undertake, and expressly disclaim, any duty or obligation to update publicly any
forward-looking statement after the date of this report, whether as a result of new information, future events,
changes in assumptions or otherwise.

Item 7A. Quantitative and qualitative disclosure about market risk

Interest rate risk

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

The Chief Executive of the UK Financial Conduct Authority (the “FCA™), which regulates the London Interbank
Offered Rate, or LIBOR, has announced that the FCA will no longer compel LIBOR panel banks to submit rates for
the calculation of LIBOR after 2021. That announcement indicates that the continuation of LIBOR on the current
basis will not be guaranteed after 2021. Moreover, it is possible that LIBOR may be discontinued prior to the end of
2021. Certain of our credit facilities provide that, under certain circumstances set forth in such credit facilities, we
and the administrative agent may amend the applicable credit facility to replace LIBOR with an alternate
benchmark rate, giving due consideration to any evolving or then existing convention for similar syndicated credit
facilities in the U.S. market for alternative benchmarks. Such alternative benchmark rate could include the secured
overnight financing rate, also known as SOFR, published by the Federal Reserve Bank of New York
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Information regarding the Company’s transactions are set forth in note 8, financial instruments, to the
Consolidated Financial Statements. These financial instruments are sensitive to changes in interest rates. On
August 31, 2020, the Company had no material long-term debt obligations that had floating interest rates. The
amounts exclude the impact of any associated derivative contracts.

Foreign currency exchange rate risk

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

The Company’s foreign currency derivative instruments are sensitive to changes in exchange rates. A
hypothetical 1% change in foreign currency exchange rates versus the U.S. dollar would change the fair value of
the foreign currency derivatives held as of August 31, 2020, by approximately $25 million. The foreign currency
derivatives are intended to partially hedge anticipated transactions, foreign currency trade payables and
receivables and net investments in foreign subsidiaries.

Equity price risk

Changes in AmerisourceBergen common stock price may have a significant impact on the fair value of the equity
investment in AmerisourceBergen described in note 5, equity method investments, to the Consolidated Financial
Statements. See “--Investment in AmerisourceBergen” above.
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Item 8. Financial statements and supplementary data

WALGREENS BOOTS ALLIANCE, INC, AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
At August 31, 2020 and 2019
(in millions, except shares and per share amounts)

2020 2019
Assets
Current assets:
Cash and cash equivalents $ 516 § 1,023
Accounts receivable, net 7,132 7,226
Inventories 3.451 3,333
Other current assets ﬂ ﬂ
Total current assets 18,073 18,700
Non-current assets:
Property, plant and equiptment, net 13,342 13,478
Operating lease right-of-use asset 21,724 —
Goodwill 15,268 16.560
Intangible assets, net 10,753 10.876
Equity method investments {see note 5) 7.338 6,851
Qther non-current assets 677 1,133
Total non-current assets 693,101 48,899
Total assets $ 87,174 $ 67,598
Liabilities and equity
Current liabilities:
Short-term debt $ 3538 $ 5738
Trade accounts payable (see note 18) 14,458 14,341
Operating lease obligation 2,426 —
Accrued expenses and other liabilities 6,539 5,474
Income taxes 110 216
Total current liabilities 27,070 25,769
Non-current liabilities:
Long-term debt 12,203 11,098
Operating lease obligation 21,973 —
Deferred income taxes 1,498 1,785
Other non-current liabilities 3,294 4,795
Total non-current liabilities 38,968 17,678
Commitments and contingencies (see note 10)
Equity:
Preferred stock $.01 par value; authorized 32 million shares, none issued — —
Common stock $.01 par value; authorized 3.2 billion shares; issued 1,172,513,618 at
August 31, 2020 and 2019 12 12
Paid-in capital 10,761 10.639
Retained earnings 34,210 35,815
Accumulated other comprehensive loss (3,771) (3.897)
Treasury stock, at cost; 306,910,099 shares at August 31, 2020 and 277,126,116 shares at
August 31, 2019 (20,575) (19,057
Total Walgreens Boots Alliance, Inc. shareholders’ equity 20,637 23,512
Noncontrolling interests 498 641
Total equity 21,136 24,152
Total liabilities and equity $ 87,174 $ 67,598

The accompanying notes to Consolidated Financial Statements are an integral part of these Statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EQUITY
For the years ended August 31, 2020, 2019 and 2018
(in millions, except shares)

Equity attributable to Walgreens Boots Alliance, Inc.

Employee Accumulated

Common Treasury stock other
Common stock  stock stock  Paid-in loan  comprehensive Retained Noncontrolling Total
shares t t ital receivable income (loss) earnings interests equity

August 31, 2017 1,023,849.070 $12 3 (9.971) $10,339 — $(3,051) $30,137 $ 808 528,274
Net earnings — — — — — — 5,024 7 5031
Other comprehensive

income (loss), net of

tax — — — — — 49 — 1 50
Dividends declared and

distributions — — — — — (1,610} (138) (1,748)
Treasury stock purchases (76,069,557) —  (5,228) — — — — — (5,228)
Employee stock

purchase and option

plans 4,353,905 — 152 22 — — — — 174
Stock-based

compensation — — 130 — — — — 130
Noncontrolling interests

acquired and arising

on business

combinations — — — 2 — — — 4 6
August 31, 2018 952,133,418 $12 $(15,047) $10,493 $— $(3,002) $33,551 $ 682 $26,689
Net earnings — — — — — — 3982 (20) 3962
Other comprehensive

income (loss}, net of

tax — — — — — (896} — (13)  (909)
Dividends declared and

distributions — — — — — — (1,629} (3) (1,632)
Treasury stock purchases  (61,723.,456) —  (4,160) — — — — — (4,160)
Employee stock

purchase and option

plans 4,977,540 — 150 24 — — — — 174
Stock-based

compensation — — — 119 — — — — 119
Adoption of new

accounting standards — — — — — — (88) — (88)
Noncontrolling interests

contribution and other — — — 3 — — (1} (5) (3)
August 31, 2019 895,387,502 $12 $(19.057) $10,639 — $(3,897) $35.815 $ 641 $24,152
Net earnings — — — — — — 456 (32) 424
Other comprehensive

income (loss}, net of

tax — — — — — 126 — 22 148
Dividends declared and

distributions — — — — — — (1,618} (133) (1,751)
Treasury stock purchases (32,055,576) —  (1,589) — — — — — (1,589
Employee stock

purchase and option

plans 2,271,593 — 72 (17) — — — — 55
Stock-based

compensation — — — 137 — — — — 137
Adoption of new

accounting standards — — — — — — (442) — (M2
Noncoentrolling interests

contribution and other — — — 2 — — — — 2
August 31, 2020 865,603,519 $12 $(20,575) $10.761 $— $(3,771) $34,210 498 $21.136

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

CONSOLIDATED STATEMENTS OF EARNINGS
For the years ended August 31, 2020, 2019 and 2018

(in millions, except per share amounts)

Sales
Cost of sales

Gross profit

Selling, general and administrative expenses
Equity earnings in AmerisourceBergen

Operating income
Other income

Earnings before interest and income tax provision

Interest expense, net

Earnings before income tax provision
Income tax provision
Post tax earnings from other equity method investments

Net earnings
Net (loss) earnings attributable to noncontrolling interests

Net earnings attributable to Walgreens Boots Alliance, Inc.

Net earnings per common share:
Basic
Diluted

‘Weighted average common shares cutstanding:
Basic
Diluted

2020 2019 2018
$139,537 $136,866 $131,537
111,520 106,790 100,745
28,017 30,076 30,792
27,045 25,242 24,694
341 164 191
1,312 4,998 6,289
70 233 302
1,382 5,231 6,591
639 704 616
743 4,527 5975
360 588 998
41 23 54

424 3,962 5,031
32) (20) 7
$ 456 $ 3982 $ 5,024
$ 052 8§ 432 $ 507
$ 052 § 431 $ 505
8794 921.5 991.0
8803 923.5 995.0

The accompanying notes to Consolidated Financial Statements are an integral part of these Statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the years ended August 31, 2020, 2019 and 2018
(in millions)

2020 2019 2018
Comprehensive income:
Net earnings $424  $3,962 $5,031
Other comprehensive income (loss), net of tax:
Pension/postretirement obligations (700) (149) 240
Unrealized gain on cash flow hedges (6) 5 3
Net investment hedges (see note 15) (90) 55 —
Share of other comprehensive income (loss) of equity method investments (14) (1) 5
Currency translation adjustments 958 (820) (198)
Total other comprehensive income (loss) 148 (909) 50
Total comprehensive income 572 3,053 5,081
Comprehensive income (loss) attributable to noncontrolling interests (10) (33) 8
Comprehensive income attributable to Walgreens Boots Alliance, Inc. $ 582 $3,086 $5,073

The accompanying notes to Consolidated Financial Statements are an integral part of these Statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended August 31, 2020, 2019 and 2018
(in millions)

2020 2019 2018
Cash flows from operating activities:
Net earnings $ 424 % 3962 $ 5,031
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and amortization 1,927 2,038 1,770
Gain on previously held equity interest — — (337)
Deferred income taxes 43) 100 (322)
Stock compensation expense 137 119 130
Equity earnings from equity method investments (382) (187) (244)
Goodwill and intangible asset impairment 2,016 — —
Other 464 302 296
Changes in operating assets and liabilities:
Accounts receivable, net 163 (789) 391
Inventories 63 141 331
Other current assets (31) (112) (22)
Trade accounts payable 25 954 1,352
Accrued expenses and other liabilities 1.008 (374) 287
Income taxes (221) (406) 694
Other non-current assets and liabilities (16) (154) 311
Net cash provided by operating activities 5,484 5,594 8,263
Cash flows from investing activities:
Additions to property, plant and equipment (1,374) (1,702) (1,367)
Proceeds from sale leaseback transactions 724 3 —
Proceeds from sale of other assets 30 117 655
Business, investment and asset acquisitions, net of cash acquired (718) (741)  (4.793)
Other (19 16 4
Net cash used for investing activities (1,297) (2,307) (5,501
Cash flows from financing activities:
Net change in short-term debt with maturities of 3 months or less (161) 536 586
Proceeds from debt 20,367 12,433 5,900
Payments of debt 21414y  (10461)  (4,890)
Stock purchases (1,589) (4,160) (5,228)
Proceeds related to employee stock plans 55 174 174
Cash dividends paid (1,747) (1,643) (1,739
Other (157 75 (98)
Net cash used for financing activities (4,647) (3.047)  (5,295)
Effect of exchange rate changes on cash, cash equivalents and restricted cash ) [C))] 11
Changes in cash, cash equivalents and restricted cash
Net increase (decrease) in cash, cash equivalents, and restricted cash (460) 232 (2,522)
Cash, cash equivalents and restricted cash at beginning of period 1,207 975 3,49
Cash, cash equivalents and restricted cash at end of period $ 746 $ 1,207 § 975

The accompanying notes to Consolidated Financial Statements are an integral part of these Statements.
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WALGREENS BOOTS ALLIANCE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Summary of major accounting policies

Organization

Walgreens Boots Alliance and its subsidiaries are a global leader in retail and wholesale pharmacy. Its operations
are conducted through three reportable segments: Retail Pharmacy USA, Retail Pharmacy International and
Pharmaceutical Wholesale. See note 16, segment reporting and note 17, sales, for further information.

Basis of presentation

The Consolidated Financial Statements include all subsidiaries in which the Company holds a controlling
interest. The Company uses the equity-method of accounting for equity investments in less than majority-owned
companies if the investment provides the ability to exercise significant influence. All intercompany transactions
have been eliminated.

The preparation of financial statements in accordance with accounting principles generally accepted in the United
States of America (“GAAP”) requires management to use judgment in the application of accounting policies,
including making estimates and assumptions. The Company bases its estimates on the information available at
the time, its experiences and various other assumptions believed to be reasonable under the circumstances
including estimates of the impact of COVID-19. The extent to which COVID-19 impacts the Company’s
business and financial results will depend on numerous evolving factors discussed throughout this Annual Report
on Form 10-K including, but not limited to, the severity and duration of COVID-19, the extent to which it will
impact our customers, team members, suppliers, vendors, business partners and distribution channels. The
Company assessed certain accounting matters that require consideration of estimates and assumptions in context
with the information reasonably available to the Company and the unknown future impacts of COVID-19 as of
August 31, 2020 and through the date of this report. The accounting matters assessed included, but were not
limited to, the Company’s carrying value of goodwill, intangible and other long-lived assets including operating
lease right-of-use assets. These estimates and assumptions, including the severity and duration of COVID-19,
resulted in a material impact to the Company’s consolidated financial statements as of and for the fiscal year
ended August 31, 2020. Refer to note 6, goodwill and other intangible assets for details. The Company’s future
assessment of the magnitude and duration of COVID-19, as well as other factors, could result in material impacts
to the Company’s consolidated financial statements in future reporting periods. Adjustments may be made in
subsequent periods to reflect more current estimates and assumptions about matters that are inherently uncertain.
Actual results may differ.

The COVID-19 pandemic has severely impacted the economies of the U.S., the UK and other countries around
the world. The impact of COVID-19 on the Company’s businesses, financial position, results of operations and
cash flows for the fiscal year ended August 31, 2020, as well as information regarding certain expected or
potential impacts of COVID-19 on the Company, is discussed throughout this Annual Report on Form 10-K.

The impact of COVID-18, the influence of certain holidays, seasonality, foreign currency rates, changes in
vendor, payer and customer relationships and terms, strategic transactions including acquisitions, changes in laws
and general economic conditions in the markets in which the Company operates and other factors on the
Company’s operations and net earnings for any period may not be comparable to the same period in previous
years.

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

Cash and cash equivalents include cash on hand and highly liquid investments with an original maturity of three
months or less. Credit and debit card receivables, which generally settle within one to seven business days, of
$101 million and $90 million were included in cash and cash equivalents at August 31, 2020 and 2019,
respectively.

Restricted cash and other cash flows from operating activities
Restricted cash

The Company is required to maintain cash deposits with certain banks which consist of deposits restricted under
contractual agency agreements and cash restricted by law and other obligations. At August 31, 2020 and 2019,
the amount of such restricted cash was $230 million and $184 million, respectively, and is reported in other
current assets on the Consolidated Balance Sheets.

The following represents a reconciliation of cash and cash equivalents in the Consolidated Balance Sheets to total
cash, cash equivalents and restricted cash in the Consolidated Statements of Cash Flows as of August 31, 2020
and 2019, (in millions):

August 31, 2020  August 31, 2019

Cash and cash equivalents $516 $1,023
Restricted cash (included in other current assets) 230 184
Cash, cash equivalents and restricted cash $746 $1,207

Other cash flows from operating activities

Other cash flows from operating activities of $464 million for fiscal 2020 include asset impairments of

$462 million offset by gains on sales-leaseback transactions of $308 million. Other cash flows from operating
activities of $302 million for fiscal 2019 and $296 million for fiscal 2018 include asset impairments of

$328 million and $240 million, respectively.

Accounts receivable

Accounts receivable are stated net of allowances for doubtful accounts. Accounts receivable balances primarily
consist of trade receivables due from customers, including amounts due from third-party payers (e.g., pharmacy
benefit managers, insurance companies and governmental agencies), clients and members. Trade receivables
were $6.0 billion and $6.0 billion at August 31, 2020 and 2019, respectively. Other accounts receivable balances,
which consist primarily of receivables from vendors and manufacturers, including receivables from
AmerisourceBergen (see note 18, related parties), were $1.2 billion and $1.2 billion at August 31, 2020 and 2019,
respectively.

Charges to allowance for doubtful accounts are based on estimates of recoverability using both historical write-
offs and specifically identified receivables. The allowance for doubtful accounts for trade receivables at
August 31, 2020 and 2019 were $61 million and $95 million, respectively.

Inventories

The Company values inventories on a lower of cost and net realizable value or market basis. Inventories include
product costs, inbound freight, direct labor, warehousing costs for retail pharmacy operations and distribution of
products and vendor allowances not classified as a reduction of advertising expense.

The Company’s Retail Pharmacy USA segment inventory is accounted for using the last-in-first-out (“LIFO™)
method. The total carrying value of the segment inventory accounted for under the LIFO method was $6.4 billion
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and $6.6 billion at August 31, 2020 and 2019, respectively. At August 31, 2020 and 2019, Retail Pharmacy USA
segment inventory would have been greater by $3.3 billion and $3.2 billion, respectively, if they had been valued
on a lower of first-in-first-out (“FIFO”) cost and net realizable value.

The Company’s Retail Pharmacy International and Pharmaceutical Wholesale segments’ inventory is primarily
accounted for using the FIFO method. The total carrying value of the inventory for Retail Pharmacy International
and Pharmaceutical Wholesale segments was $3.0 billion and $2.7 billion at August 31, 2020 and 2019,
respectively.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation. Major repairs, which extend the
useful life of an asset, are capitalized; routine maintenance and repairs are charged against earnings. Depreciation
is provided on a straight-line basis over the estimated useful lives of owned assets. Leasehold improvements,
equipment under finance lease and finance lease properties are amortized over their respective estimate of useful
life or over the term of the lease, whichever is shorter. The majority of the Company’s fixtures and equipment
uses the composite method of depreciation. The following table summarizes the Company’s property, plant and
equipment (in millions) and estimated useful lives (in years):

Estimated useful life 2020 2019

Land and land improvements 20 $ 3,253 § 3,507
Buildings and building improvements 3t0 50 8,023 8,023
Fixtures and equipment 31020 10,290 9,786
Capitalized system development costs and software 3t010 3,215 2,770
Finance lease properties 1,016 703

257797 24,789
Less: accumulated depreciation and amortization 12,456 11,310
Balance at end of year $13,342 $13478

The Company capitalizes application development stage costs for internally developed software. These costs are
amortized over a three to ten year period. Amortization expense for capitalized system development costs and
software was $314 million in fiscal 2020, $273 million in fiscal 2019 and $254 million in fiscal 2018.
Unamortized costs were $1.7 billion and $1.5 billion at August 31, 2020 and 2019, respectively.

Depreciation and amortization expense for property, plant and equipment including capitalized system
development costs and software was $1.5 billion in fiscal 2020, $1.5 billion in fiscal 2019 and $1.4 billion in
fiscal 2018.

Leases

The Company determines if an arrangement contains a lease at the inception of a contract. The lease
classification is determined at the commencement date. Right-of-use assets represent the Company’s right to use
an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make lease
payments arising from the lease during the lease term. Right-of-use assets and lease liabilities are recognized at
the commencement date based on the present value of the remaining future minimum lease payments during the
lease term. The commencement date of all lease terms is the earlier of the date the Company becomes legally
obligated to make rent payments or the date the Company has the right to control the property. The Company
utilizes its incremental borrowing rate to discount the lease payments. The incremental borrowing rate is based
on the Company’s estimated rate of interest for a collateralized borrowing over a similar term as the lease term.
The operating lease right-of-use assets also include lease payments made before commencement, lease incentives
and are recorded net of impairment. Operating leases are expensed on a straight line basis over the lease term.
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Initial terms for leased premises in the United States are typically 15 to 25 years, followed by additional terms
containing renewal options at five-year intervals, and may include rent escalation clauses. Non-U.S. leases are
typically for shorter terms and may include cancellation clauses or renewal options. The lease term of real estate
leases includes renewal options that are reasonably certain of being exercised. Options to extend are considered
reasonably certain of being exercised based on evaluation if there is significant investments within the leased
property which have useful lives greater than the non-cancelable lease term, performance of the underlying store
and the Company’s economic and strategic initiatives. Short-term leases with an initial term of 12 months or less
are not recorded on the balance sheets.

The Company accounts for lease components and non-lease components as a single lease component. Variable
lease payment amounts that cannot be determined at the commencement of the lease such as increases in lease
payments based on changes in index rates or usage, are not included in the right-of-use assets or lease liabilities.
These are expensed as incurred. The Company has real estate leases which require additional payments based on
sales volume, as well as reimbursement for real estate taxes, common area maintenance and insurance, which are
expensed as incurred as variable lease costs and hence are not included in the lease payments used to calculate
lease liability. Other real estate leases contain one fixed lease payment that includes real estate taxes, common
area maintenance and insurance. These fixed payments are considered part of the lease payment and included in
the right-of-use assets and lease liabilities. The Company does not separately account for the land portion of the
leases involving land and building.

Finance leases are recognized within property, plant and equipment and as a finance lease liability within accrued
expenses and other liabilities and other noncurrent liabilities.

See note 4, leases, for further information.

Business combinations

The Company allocates the fair value of purchase consideration to the tangible and intangible assets purchased
and the liabilities assumed on the basis of their fair values at the date of acquisition. The determination of fair
values of assets acquired and liabilities assumed requires estimates and the use of valuation techniques when a
market value is not readily available. Any excess of purchase price over the fair value of net tangible and
intangible assets acquired is allocated to goodwill. If the Company obtains new information about facts and
circumstances that existed as of the acquisition date during the measurement period, which may be up to one year
from the acquisition date, the Company may record adjustments to the assets acquired and liabilities assumed.

Goodwill and indefinite-lived intangible assets

Goodwill represents the excess of the purchase price over the fair value of assets acquired and liabilities assumed
in business combinations. Acquired intangible assets are recorded at fair value.

Goodwill and indefinite-lived intangible assets are evaluated for impairment annually during the fourth quarter,
or more frequently if an event occurs or circumstances change that could more likely than not reduce the fair
value of a reporting unit or intangible asset below its carrying value. As part of the Company’s impairment
analysis, fair value of a reporting unit is determined using both the income and market approaches. The income
approach requires management to estimate a number of factors for each reporting unit, including projected future
operating results, economic projections, anticipated future cash flows and discount rates. The market approach
estimates fair value using comparable marketplace fair value data from within a comparable industry grouping.
Indefinite-lived intangible assets are tested for impairment by comparing the estimated fair value of the asset to
its carrying value. If the carrying value of the asset exceeds its estimated fair value, an impairment loss is
recognized and the asset is written down to its estimated fair value See note 6, goodwill and other intangible
assets, for additional disclosure regarding the Company’s intangible assets.
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Equity method investments

The Company uses the equity method of accounting for equity investments if the investment provides the ability
to exercise significant influence, but not control, over operating and financial policies of the investee. The
Company’s proportionate share of the net income or loss of these investees is included in consolidated net
earnings. Judgment regarding the level of influence over each equity method investment includes considering
key factors such as the Company’s ownership interest, legal form of the investee (e.g. limited liability
partnership), representation on the board of directors, participation in policy-making decisions and material intra-
entity transactions.

The Company evaluates equity method investments for impairment whenever events or changes in circumstances
indicate that the carrying amount of the investment might not be recoverable. Factors considered by the
Company when reviewing an equity method investment for impairment include the length of time (duration) and
the extent (severity) to which the fair value of the equity method investment has been less than cost, the
investee’s financial condition and near-term prospects and the intent and ability to hold the investment for a
period of time sufficient to allow for anticipated recovery. An impairment that is other-than-temporary is
recognized in the period identified.

See note 5, equity method investments, for further information.

Financial instruments

The Company uses derivative instruments to hedge its exposure to interest rate and currency risks arising from
operating and financing activities. In accordance with its risk management policies, the Company does not hold
or issue derivative instruments for trading or speculative purposes.

Derivatives are recognized on the Consolidated Balance Sheets at their fair values. When the Company becomes
a party to a derivative instrument and intends to apply hedge accounting, it formally documents the hedge
relationship and the risk management objective for undertaking the hedge which includes designating the
instrument for financial reporting purposes as a fair value hedge, a cash flow hedge, or a net investment hedge.
The accounting for changes in fair value of a derivative instrument depends on whether the Company had
designated it in a qualifying hedging relationship and on the type of hedging relationship. The Company applies
the following accounting policies:

s Changes in the fair value of a derivative designated as a fair value hedge, along with the gain or loss on
the hedged asset or liability attributable to the hedged risk, are recorded in the Consolidated Statements
of Earnings in the same line item, generally interest expense, net.

s Changes in the fair value of a derivative designated as a cash flow hedge are recorded in accumulated
other comprehensive income (loss) in the Consolidated Statements of Comprehensive Income and
reclassified into earnings in the period or periods during which the hedged item affects earnings and is
presented in the same line item as the earnings effect of the hedged item.

* Changes in the fair value of a derivative designated as a hedge of a net investment in a foreign
operation are recorded in cumulative translation adjustments within accumulated other comprehensive
income (loss) in the Consolidated Statements of Comprehensive Income. Recognition in earnings of
amounts previously recorded in cumulative translation adjustments is limited to circumstances such as
complete or substantially complete liquidation of the net investment in the hedged investments in
foreign operations.

* Changes in the fair value of a derivative not designated in a hedging relationship are recognized in the
Consolidated Statements of Earnings.

Cash receipts or payments on a settlement of a derivative contract are reported in the Consolidated Statements of
Cash Flows consistent with the nature of the underlying hedged item.
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For derivative instruments designated as hedges, the Company assesses, both at the hedge’s inception and on an
ongoing basis, whether the derivatives that are used in hedging transactions are highly effective in offsetting
changes in fair values or cash flows of hedged items. Highly effective means that cumulative changes in the fair
value of the derivative are between 80% and 125% of the cumulative changes in the fair value of the hedged
item. In addition, when the Company determines that a derivative is not highly effective as a hedge, hedge
accounting is discontinued. When it is probable that a hedged forecasted transaction will not occur, the Company
discontinues hedge accounting for the affected portion of the forecasted transaction and reclassifies any gains or
losses in accumulated other comprehensive income (loss) to earnings in the Consolidated Statement of Earnings.
When a derivative in a hedge relationship is terminated or the hedged item is sold, extinguished or terminated,
hedge accounting is discontinued prospectively.

Pension and postretirement benefits

The Company has various defined benefit pension plans that cover some of its non-U.S. employees. The
Company also has a postretirement healthcare plan that covers qualifying U.S. employees. Eligibility and the
level of benefits for these plans vary depending on participants’ status, date of hire and or length of service.
Pension and postretirement plan expenses and valuations are dependent on assumptions used by third-party
actuaries in calculating those amounts. These assumptions include discount rates, healthcare cost trends, long-
term return on plan assets, retirement rates, mortality rates and other factors.

The Company funds its pension plans in accordance with applicable regulations. The Company records the
service cost component of net pension cost and net postretirement benefit cost in selling, general and
administrative expenses. The Company records all other net cost components of net pension cost and net
postretirement benefit cost in other income (expense). The postretirement healthcare plan is not funded.

See note 13, retirement benefits, for further information.

Noncontrolling interests

The Company presents noncontrolling interests as a component of equity on its Consolidated Balance Sheets and
reports the portion of its earnings or loss for noncontrolling interest as net earnings attributable to noncontrolling
interests in the Consolidated Statements of Earnings.

Currency

Assets and liabilities of non-1.8. dollar functional currency operations are translated into U.S. dollars at
end-of-period exchange rates while revenues, expenses and cash flows are translated at average monthly
exchange rates over the period. Equity is translated at historical exchange rates and the resulting cumulative
translation adjustments are included as a component of accumulated other comprehensive income (loss) in the
Consolidated Balance Sheets.

Assets and liabilities not denominated in the functional currency are remeasured into the functional currency at
end-of-period exchange rates, except for nonmonetary balance sheet amounts, which are remeasured at historical
exchange rates. Revenues and expenses are recorded at average monthly exchange rates over the period, except
for those expenses related to nonmonetary balance sheet amounts, which are remeasured at historical exchange
rates. Gains or losses from foreign currency remeasurement are generally included in selling, general and
administrative expenses within the Consolidated Statements of Earnings.

Commitments and contingencies

On a quarterly basis, the Company assesses its liabilities and contingencies for outstanding legal proceedings and
reserves are established on a case-by-case basis for those legal claims for which management concludes that it is
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probable that a loss will be incurred and that the amount of such loss can be reasonably estimated. Substantially
all of these contingencies are subject to significant uncertainties and, therefore, determining the likelihood of a
loss and/or the measurement of any loss can be complex. With respect to litigation and other legal proceedings
where the Company has determined that a loss is reasonably possible, the Company may be unable to estimate
the amount or range of reasonably possible loss due to the inherent difficulty of predicting the outcome of and
uncertainties regarding such litigation and legal proceedings. The Company’s assessments are based on estimates
and assumptions that have been deemed reasonable by management, but that may prove to be incomplete or
inaccurate, and unanticipated events and circumstances may occur that might cause the Company to change those
estimates and assumptions. Therefore, it is possible that an unfavorable resolution of one or more pending
litigation or other contingencies could have a material adverse effect on the Company’s Consolidated Financial
Statements in a future fiscal period. Management’s assessment of current litigation and other legal proceedings,
including the corresponding accruals, could change because of the discovery of facts with respect to legal actions
or other proceedings pending against the Company which are not presently known. Adverse rulings or
determinations by judges, juries, governmental authorities or other parties could also result in changes to
management’s assessment of current liabilities and contingencies. Accordingly, the ultimate costs of resolving
these claims may be substantially higher or lower than the amounts reserved. See note 10, commitments and
contingencies, for further information.

Revenue recognition

Sales are recognized at an amount that reflects the consideration to which the Company expects to be entitled in
exchange for transferring control of goods or services to the customer. Sales are reported on the gross amount
billed to a customer less discounts if it has earned revenue as a principal from the sale of goods and services.
Sales are reported on the net amount retained (that is, the amount billed to the customer less the amount paid to a
vendor) if it has earned a commission or a fee as an agent.

Retail Pharmacy USA and Retail Pharmacy International

The Company recognizes revenue, net of taxes and expected returns, at the time it sells merchandise or dispenses
prescription drugs to the customer. The Company estimates revenue based on expected reimbursements from
third-party payers (e.g., pharmacy benefit managers, insurance companies and governmental agencies) for
dispensing prescription drugs. The estimates are based on all available information including historical
experience and are updated to actual reimbursement amounts.

Pharmaceutical Wholesale

Wholesale revenue is recognized, net of taxes and expected returns, upon shipment of goods, which is generally
also the day of delivery.

Loyalty programs and gift cards

The Company’s loyalty rewards programs represent a separate performance obligation and are accounted for
using the deferred revenue approach. When goods are sold, the transaction price is allocated between goods sold
and loyalty points awarded based upon the relative standalone selling price. The revenue allocated to the loyalty
points is recognized upon redemption. Loyalty programs breakage is recognized as revenue based on the
redemption pattern.

Customer purchases of gift cards are not recognized as revenue until the card is redeemed. Gift card breakage
(i.e., unused gift card) is recognized as revenue based on the redemption pattern.
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Cost of sales

Cost of sales includes the purchase price of goods and cost of services rendered, store and warehouse inventory
loss, inventory obsolescence and supplier rebates. In addition to product costs, cost of sales includes warehousing
costs for retail operations, purchasing costs, freight costs, cash discounts and vendor allowances.

Vendor allowances and supplier rebates

Vendor allowances are principally received as a result of purchases, sales or promotion of vendors’ products.
Allowances are generally recorded as a reduction of inventory and are recognized as a reduction of cost of sales
when the related merchandise is sold. Allowances received for promoting vendors® products are offset against
advertising expense and result in a reduction of selling, general and administrative expenses to the extent of
advertising costs incurred, with the excess treated as a reduction of inventory costs.

Rebates or refunds received by the Company from its suppliers, mostly in cash, are considered as an adjustment
of the prices of the supplier’s products purchased by the Company.

Selling, general and administrative expenses

Selling, general and administrative expenses mainly consist of salaries and employee costs, occupancy costs,
depreciation and amortization, credit and debit card fees and expenses directly related to stores. In addition, other
costs included are headquarters’ expenses, advertising costs (net of vendor advertising allowances), wholesale
warehousing costs and insurance.

Advertising costs

Adpvertising costs, which are reduced by the portion funded by vendors, are expensed as incurred or when
services have been received. Net advertising expenses, which are included in selling, general and administrative
expenses, were $534 million in fiscal 2020, $585 million in fiscal 2019 and $665 million in fiscal 2018.

Impairment of long-lived assets

The Company evaluates the recoverability of long-lived assets whenever events or changes in circumstances
indicate that the carrying value of such an asset may not be recoverable. The evaluation of long-lived assets is
performed at the lowest level of identifiable cash flows. Long-lived assets related to the Company’s retail
operations include property, plant and equipment, definite-lived intangibles, right of use asset as well as
operating lease liability. If the asset group fails the recoverability test, then an impairment charge is determined
based on the difference between the fair value of the asset group compared to its carrying value. Fair value of the
asset group is generally determined using income approach based on cash flows expected from the use and
eventual disposal of the asset group.

Impairment charges for definite-lived assets included in selling, general and administrative expenses were
$422 million, $260 million and $57 million for fiscal years 2020, 2019 and 2018 respectively.

The determination of the fair value of the asset group requires management to estimate a number of factors
including anticipated future cash flows and discount rates. Although we believe these estimates are reasonable,
actual results could differ from those estimates due to the inherent uncertainty involved in making such
estimates.

Stock compensation plans

Stock based compensation is measured at fair value at the grant date. The Company grants stock options,
performance shares and restricted units to the Company’s non-employee directors, officers and employees. The
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Company recognizes compensation expense on a straight-line basis over the substantive service period. The fair

value of each performance share granted assumes that performance goals will be achieved at 100 percent. If such
goals are not met, no compensation expense is recognized and any recognized compensation expense is reversed.
See note 12, stock compensation plans, for more information on the Company’s stock-based compensation plans.

Insurance

The Company obtains insurance coverage for catastrophic exposures as well as those risks required by law to be
insured. In general, the Company’s U.S. subsidiaries retain a significant portion of losses related to workers’
compensation, property, comprehensive general, pharmacist and vehicle liability, while non-U.S. subsidiaries
manage their exposures through insurance coverage with third-party carriers. Management regularly reviews the
probable outcome of claims and proceedings, the expenses expected to be incurred, the availability and limits of
the insurance coverage and the established accruals for liabilities. Liabilities for losses are recorded based upon
the Company’s estimates for both claims incurred and claims incurred but not reported. The provisions are
estimated in part by considering historical claims experience, demographic factors and other actuarial
assumptions.

Income taxes

The Company accounts for income taxes according to the asset and liability method. Under this method, deferred
tax assets and liabilities are recognized based upon the estimated future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their respective
tax basis. Deferred tax assets and liabilities are measured pursuant to tax laws using rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rate is recognized in income in the period that
includes the enactment date. Valuation allowances are established when necessary to reduce deferred tax assets
to the amounts more likely than not to be realized.

In determining the provision for income taxes, the Company uses income, permanent differences between book
and tax income, the relative proportion of foreign and domestic income, enacted statutory income tax rates,
projections of income subject to Subpart F rules and unrecognized tax benefits related to current year results.
Discrete events such as the assessment of the ultimate outcome of tax audits, audit settlements, recognizing
previously unrecognized tax benefits due to lapsing of the applicable statute of limitations, recognizing or
de-recognizing benefits of deferred tax assets due to future year financial statement projections and changes in
tax laws are recognized in the period in which they occur.

The Company is subject to routine income tax audits that occur periodically in the normal course of business.
U.S. federal, state, local and foreign tax authorities raise questions regarding the Company’s tax filing positions,
including the timing and amount of deductions and the allocation of income among various tax jurisdictions. In
evaluating the tax benefits associated with the various tax filing positions, the Company records a tax benefit for
uncertain tax positions using the highest cumulative tax benefit that is more likely than not to be realized.
Adjustments are made to the liability for unrecognized tax benefits in the period in which the Company
determines the issue is effectively settled with the tax authorities, the statute of limitations expires for the return
containing the tax position or when more information becomes available.

Earnings per share

The dilutive effect of outstanding stock options on earnings per share is calculated using the treasury stock
method. Stock options are anti-dilutive and excluded from the earnings per share calculation if the exercise price
exceeds the average market price of the common shares. Qutstanding options to purchase common shares that
were anti-dilutive and excluded from earnings per share totaled 19.0 million, 14.9 million and 10.1 million in
fiscal 2020, 2019 and 2018, respectively.
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New accounting pronouncements
Adoption of new accounting pronouncements
Financial instruments — hedging and derivatives

In October 2018, the Financial Accounting Standards Board (“FASB”™) issued Accounting Standards Update
(“ASU") 2018-16, Derivatives and Hedging (Topic 815): Inclusion of the Secured Overnight Financing Rate
(“SOFR”) Overnight Index Swap (“OIS”) Rate as Benchmark Interest Rate for Hedge Accounting Purposes. This
ASU permits use of the OIS rate based on the SOFR as a U.S. benchmark interest rate for hedge accounting
purposes. The Company adopted this new accounting standard on September 1, 2019 on a prospective basis. The
adoption of this ASU had no impact on the Company’s results of operations, cash flows or financial position.

Intangibles — goodwill and other — internal-use software

In August 2018, the FASB issued ASU 2018-15, Intangibles-Goodwill and Other- Internal-Use Software
(Subtopic 350-40). This ASU addresses customer’s accounting for implementation costs incurred in a cloud
computing arrangement that is a service contract and also adds certain disclosure requirements related to
implementation costs incurred for internal-use software and cloud computing arrangements. The amendment
aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service
contract with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use
software (and hosting arrangements that include an internal-use software license). The Company early adopted
this new accounting standard on September 1, 2019 on a prospective basis. The adoption of this ASU did not
have a material impact on the Company’s results of operations or financial position.

Contributions made

In June 2018, the FASB issued ASU 2018-08, Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made (Topic 958). This ASU clarifies and improves guidance about
whether a transfer of assets (or reduction of liabilities) is a contribution or an exchange transaction, and whether
a contribution is conditional. The ASU applies to all entities, including business entities, that receive or make
contributions of cash or other assets, including promises to give. The Company adopted this new accounting
standard on September 1, 2019 on a prospective basis. The adoption of this ASU did not have a material impact
on the Company’s results of operations or financial position.

Compensation — stock compensation

In June 2018, the FASB issued ASU 2018-07, Compensation-Stock Compensation (Topic 718). This ASU
eliminated most of the differences between accounting guidance for share-based compensation granted to
nonemployees and the guidance for share-based compensation granted to employees. The ASU supersedes the
guidance for nonemployees and expands the scope of the guidance for employees to include both. The Company
adopted this new accounting standard on September 1, 2019. The adoption of this ASU had no impact on the
Company’s results of operations, cash flows or financial position.

Accounting for reclassification of certain tax effects from accumulated other comprehensive income

In February 2018, the FASB issued ASU 2018-02, Income Statement-Reporting Comprehensive Income (Topic
220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income. This ASU
addresses the income tax effects of items in accumulated other comprehensive income (“AOCI”) which were
originally recognized in other comprehensive income, rather than in income from continuing operations.
Specifically, it permits a reclassification from AOCT to retained earnings for the adjustment of deferred taxes due
to the reduction of the historical corporate income tax rate to the newly enacted corporate income tax rate
resulting from the U.S. tax law changes enacted in December 2017. It also requires certain disclosures about
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these reclassifications. The Company adopted this new accounting standard on September 1, 2019 on a
prospective basis. The Company elected not to reclassify the income tax effects of change in historical corporate
tax rate from AOCI to retained earnings. The adoption of this ASU had no impact on the Company’s results of
operations, cash flows or financial position.

Leases

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes Topic 840, Leases.
Subsequently, the FASB issued additional ASUs which further clarify this guidance. This ASU increases the
transparency and comparability of organizations by requiring the capitalization of substantially all leases on the
balance sheet and disclosures of key information about leasing arrangements. Under this new guidance, at the
lease commencement date, a lessee recognizes a right-of-use asset and lease liability, which is initially measured
at the present value of the future lease payments. For income statement purposes, a dual model was retained for
lessees, requiring leases to be classified as either operating or finance leases. Under the operating lease model,
lease expense is recognized on a straight-line basis over the lease term. Under the finance lease model, interest on
the lease liability is recognized separately from amortization of the right-of-use asset. In addition, a new ASU
was issued in July 2018, to provide relief to companies from restating the comparative periods.

The Company adopted this new accounting standard on September 1, 2019 on a modified retrospective basis and
applied the new standard to all leases through a cumulative-effect adjustment to beginning retained earnings. As
a result, comparative financial information has not been restated and continues to be reported under the
accounting standards in effect for those periods. The Company elected the package of practical expedients
permitted under the transition guidance, which among other things, allows the carryforward of historical lease
classification. The adoption of this new accounting standard resulted in recognition of lease liabilities of

$24 billion and recognition of right-of-use assets of $22 billion net of liabilities for facility closing, deferred rent,
favorable lease interest intangible asset, unfavorable lease interest liability, lease incentives and prepaid rent as of
August 31, 2019. The adoption also resulted in a decrease to retained earnings of $0.4 billion due to transition
date impairment of right-of-use assets related to previously impaired long-lived assets of $0.8 billion, net of tax,
partially offset by de-recognition of deferred gains on historical sale-leaseback transactions of $0.4 billion, net of
tax. See note 4. Leases for further information.

The impact to the Company’s opening Consolidated Balance Sheets as of September 1, 2019 was as follows (in
millions):

As reported As revised
August 31,2019 Adjustments September 1, 2019

Consolidated Balance Sheets

Other current assets $ 1,118 $ (123 $ 995

Total current assets 18,700 (123) 18,577
Property, plant and equipment, net 13,478 267 13,745
Operating lease right-of-use asset — 21,600 21,600
Intangible assets, net 10,876 (220) 10,656
Total assets 67,598 21,524 89,122
Operating lease obligation—current — 2,267 2,267
Accrued expenses and other liabilities 5,474 (538) 4,936

Total current liabilities 25,769 1,729 27,498
Operating lease obligation—non-current — 21,858 21,858
Deferred income taxes 1,785 (142) 1,643
Other non-current liabilities 4,795 (1,479) 3,316

Total non-current liabilities 17,678 20,237 37915
Retained earnings 35,815 (442) 35,373
Total liabilities and equity $67,598 $21,524 $89,122
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According to the guidance provided in the FASB staff Q&A Topic 842 Leases — Accounting for lease
concessions related to the effects of COVID-19, released on April 2020, the Company elected to account for
certain lease concessions related to COVID-19 as a reduction to rent expense for the period. During the fiscal
year ended August 31, 2020, these rent concessions related to COVID-19 were not material.

New accounting pronouncements not yet adopted
Effects of Reference Rate Reform on Financial Reporting

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects
of Reference Rate Reform on Financial Reporting. This ASU provides optional expedient and exceptions for
applying generally accepted accounting principles to contracts, hedging relationships, and other transactions
affected by reference rate reform if certain criteria are met. In response to the concerns about structural risks of
interbank offered rates (“IBORs™) and, particularly, the risk of cessation of the London Interbank Offered Rate
(“LIBOR"), regulators in several jurisdictions around the world have undertaken reference rate reform initiatives
to identify alternative reference rates that are more observable or transaction based and less susceptible to
manipulation. The ASU provides companies with optional guidance to ease the potential accounting burden
associated with transitioning away from reference rates that are expected to be discontinued. The ASU can be
adopted no later than December 1, 2022 (fiscal 2023) with early adoption permitted. The Company is evaluating
the effect of adopting this new accounting guidance.

Financial Instruments

In March 2020, FASB issued ASU 2020-03. This ASU improves and clarifies various financial instruments
topics, including the current expected credit losses (“CECL”) standard issued in 2016. The ASU includes seven
different issues that describe the areas of improvement and the related amendments to GAAP, intended to make
the standards easier to understand and apply by eliminating inconsistencies and providing clarifications. The
amendments have different effective dates. The Company is evaluating the effect of adopting this new
accounting guidance, but does not expect adoption will have a material impact on the Company’s financial
statements.

[nvestments — equity securities; Investments — Equity Method and Joint Ventures; Derivatives and Hedging

In January 2020, the FASB issued ASU 2020-01, Investments-Equity Securities (Topic 321), Investments-Equity
Method and Joint Ventures (Topic 323), and Derivatives and Hedging (Topic 815). The amendments in this ASU
clarify the interaction between the accounting for investments in equity securities, investment in equity method
and certain derivatives instruments. The ASU is expected to reduce diversity in practice and increase
comparability of the accounting for these interactions. This ASU is effective for fiscal years beginning after
December 15, 2021 (fiscal 2023). The adoption of this ASU is not expected to have any impact on the
Company’s results of operations, cash flows or financial position.

Income taxes — simplifying the accounting for income taxes

In December 2019, the FASB issued ASU 2019-12: Simplifying the Accounting for Income Taxes (Topic 740),
which removes certain exceptions to the general principles in Topic 740 and improves consistent application of
and simplifies GAAP for other areas of Topic 740 by clarifying and amending existing guidance. This ASU is
effective for fiscal years beginning after December 15, 2020 (fiscal 2022), and interim periods within those fiscal
years, with early adoption permitted. The Company is evaluating the effect of adopting this new accounting
guidance but does not expect adoption will have a material impact on the Company’s disclosures.

Investments — equity securities

In April 2019, the FASB issued ASU 2019-04, Codification Improvements to Financial Instruments-Credit
Losses (Topic 326), Derivatives and Hedging (Topic 815), and Financial Instruments (Topic 825). This extensive
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ASU provides clarifications for three topics related to financial instruments accounting, some of which apply to
the Company. For example, this ASU clarifies the disclosure requirements that apply to equity securities without
a readily determinable fair value for which the measurement alternative is elected. This ASU is effective for
fiscal years beginning after December 15, 2019 (fiscal 2021). The adoption of this ASU is not expected to have a
significant impact on the Company’s results of operations, cash flows or financial position.

Collaborative arrangements

In November 2018, the FASB issued ASU 2018-18, Collaborative Arrangements (Topic 808). This ASU clarifies
the interaction between Topic 808, Collaborative Arrangements, and Topic 606, Revenue from Contracts with
Customers. This ASU is effective for fiscal years beginning after December 15, 2019 (fiscal 2021). The adoption
of this ASU is not expected to have a significant impact on the Company’s results of operations, cash flows or
financial position.

Compensation — retirement benefits — defined benefit plans

In August 2018, the FASB issued ASU 2018-14, Compensation — Retirement benefits (Topic 715-20). This ASU
amends ASC 715 to add, remove and clarify disclosure requirements related to defined benefit pension and other
postretirement plans. The ASU eliminates the requirement to disclose the amounts in accumulated other
comprehensive income expected to be recognized as part of net periodic benefit cost over the next year. The ASU
also removes the disclosure requirements for the effects of a one-percentage-point change on the assumed health
care costs and the effect of this change in rates on service cost, interest cost and the benefit obligation for
postretirement health care benefits. This ASU is effective for fiscal years ending after December 15, 2020 (fiscal
2021) and must be applied on a retrospective basis. The Company is evaluating the effect of adopting this new
accounting guidance, but does not expect adoption will have a material impact on the Company’s financial
position.

Fair value measurement

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820). The ASU eliminates such
disclosures as the amount of and reasons for transfers between Level 1 and Level 2 of the fair value hierarchy.
The ASU adds new disclosure requirements for Level 3 measurements. This ASU is effective for fiscal years
beginning after December 15, 2019 (fiscal 2021), and interim periods within those fiscal years, with early
adoption permitted for any eliminated or modified disclosures. The Company is evaluating the effect of adopting
this new accounting guidance, but does not expect adoption will have a material impact on the Company’s
disclosures.

Financial instruments — credit losses

In June 2016, the FASB issued ASU 2016-13: Measurement of Credit Losses on Financial Instruments (Topic
326), which amends the Board’s guidance on the impairment of financial instruments. The ASU adds to U.S.
GAAP an impairment model that is based on expected losses rather than incurred losses, which is known as the
CECL model. The CECL model applies to most debt instruments (other than those measured at fair value), trade
and other receivables, financial guarantee contracts, and loan commitments. This ASU is effective for fiscal years
beginning after December 15, 2019 (fiscal 2021), and interim periods within those fiscal years, with early
adoption permitted. The Company is evaluating the effect of adopting this new accounting guidance, but does not
expect adoption will have a material impact on the Company’s financial position or results of operations.

Note 2. Acquisitions
Acquisition of certain Rite Aid assets
During the fiscal year ended August 31, 2020, pursuant to the amended and restated asset purchase agreement

entered into with Rite Aid Corporation (“Rite Aid™) in September 2017, the Company acquired the remaining
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two of three distribution centers including related inventory for cash consideration of $91 million. The Company
acquired the other distribution center and related inventory from Rite Aid for cash consideration of $61 million in
fiscal 2019.

During the fiscal year ended August 31, 2018, the Company purchased 1,932 stores for total cash consideration
of $4.2 billion. The purchases of these stores were accounted for as business combinations and occurred in waves
during fiscal 2018. As of May 31, 2019, the Company completed the analysis to assign fair values for assets
acquired and liabilities assumed for the acquired stores. During the fiscal year ended August 31, 2019, the
Company recorded certain measurement period adjustments based on additional information primarily to other
non-current liabilities, intangible assets and deferred income taxes, which did not have a material impact on
goodwill. The following table summarizes the consideration paid and the amounts of identified assets acquired
and liabilities assumed for purchase of 1,932 stores as of the fiscal year ended August 31, 2019.

August 31, 2019

Consideration $4,330

Identifiable assets acquired and liabilities assumed

Inventories $1,171

Property, plant and equipment 490

Intangible assets 2,039

Accrued expenses and other liabilities (55)
Deferred income taxes 291

Other non-current liabilities (937)
Total identifiable net assets $2,999

Goodwill $1,331

The identified definite-lived intangible assets were as follows:

‘Weighted-average useful life

Definite-lived intangible assets (in years) Amount {in millions)
Customer relationships 12 $1,800
Favorable lease interests 10 219
Trade names 2 20
Total $2,039

Consideration included cash of $4,157 million and the fair value of the option granted to Rite Aid to become a
member of the Company’s group purchasing organization, Walgreens Boots Alliance Development GmbH. The
fair value for this option was determined using the income approach methodology. The fair value estimates were
based on the market compensation for such services and appropriate discount rate, as relevant, that market
participants would consider when estimating fair values. During fiscal 2019, this option was terminated resulting
in recognition of a gain in other income (expense).

The goodwill of $1,331 million arising from the business combinations primarily reflects the expected
operational synergies and cost savings generated from the Store Optimization Program as well as the expected
growth from new customers. See note 3, exit and disposal activities, for additional information. The goodwill
was allocated to the Retail Pharmacy USA segment. Substantially all of the goodwill recognized is expected to
be deductible for income tax purposes.

The fair value for customer relationships was determined using the multi-period excess earnings method, a form
of the income approach. Real property fair values were determined using primarily the income approach and

sales comparison approach. The fair value measurements of the intangible assets are based on significant inputs
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not observable in the market and thus represent Level 3 measurements. The fair value estimates for the intangible
assets are based on projected discounted cash flows, historical and projected financial information and attrition
rates, as relevant, that market participants would consider when estimating fair values.

The following table presents supplemental unaudited pro forma consolidated sales for the fiscal year ended 2018
as if all 1,932 stores were acquired on September 1, 2016. Pro forma net earnings of the Company, assuming
these purchases had occurred at the beginning of each period presented, would not be materially different from
the results reported. See note 3, exit and disposal activities, for additional information. The unaudited pro forma
information has been prepared for comparative purposes only and is not intended to be indicative of what the
Company’s results would have been had the purchases occurred at the beginning of the periods presented or
results which may occur in the future.

(in millions) 2018
Sales $135,503

1T Impacted by store closures due to the Store Optimization Program.

Actual sales from acquired Rite Aid stores for the fiscal year ended 2018 included in the Consolidated Statement
of Earnings are as follows:

(in millions) 2018
Sales $5,112

The 1,932 Rite Aid stores acquired did not have a material impact on net earnings of the Company for the fiscal
year ended 2018.

Other acquisitions

The Company acquired certain prescription files and related pharmacy inventory primarily in Retail Pharmacy
USA for the aggregate purchase price of $258 million and $304 million during the fiscal year ended 2020 and
2019, respectively.

Note 3. Exit and disposal activities

Transformational Cost Management Program

On December 20, 2018, the Company announced a transformational cost management program that was
expected to deliver in excess of $1.0 billion of annual cost savings by fiscal 2022 (the “Transformational Cost
Management Program”). As of the date of this report, the Company expects annual cost savings to be in excess of
$2.0 billion by fiscal 2022, an increase from the previously reported expectations of annual cost savings in excess
of $1.8 billion in October 2019 and $1.5 billion in April 2019. The Transformational Cost Management Program,
which is multi-faceted and includes divisional optimization initiatives, global smart spending, global smart
organization and the transformation of the Company’s information technology (IT) capabilities, is designed to
help the Company achieve increased cost efficiencies. To date, the Company has taken actions across all aspects
of the Transformational Cost Management Program. The actions under the Transformational Cost Management
Program focus on all reportable segments and the Company’s global functions. Divisional optimization within
each of the Company’s segments includes activities such as optimization of stores including plans to exit
approximately 200 Boots stores in the United Kingdom and approximately 250 stores in the United States, as
compared to the 200 stores previously reported in July 2020.

The Company currently estimates that the Transformational Cost Management Program will result in cumulative
pre-tax charges to its GAAP financial results of approximately $2.1 billion to $2.4 billion, of which $1.8 billion
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to $2.1 billion are expected to be recorded as exit and disposal activities. In addition to these impacts, as a result
of the actions related to store closures taken under the Transformational Cost Management Program, the
Company recorded $508 million of transition adjustments to decrease retained earnings due to the adoption of the
new lease accounting standard (Topic 842) that became effective on September 1, 2019. See note 1, summary of
major accounting policies, for additional information.

Since the inception of the Transformational Cost Management Program to August 31, 2020, the Company has
recognized cumulative pre-tax charges to its financial results in accordance with GAAP of $1.2 billion, which
were primarily recorded within selling, general and administrative expenses. These charges included

$242 million related to lease obligations and other real estate costs, $350 million in asset impairments,

$420 million in employee severance and business transition costs and $140 million of information technology
transformation and other exit costs.

Costs related to exit and disposal activities under the Transformational Cost Management Program for the fiscal
year ended August 31, 2020 and 2019 were as follows (in millions):

Retail Retail Pharmacy Pharmacentical Walgreens Boots
Twelve Months Ended August 31, 2020 Pharmacy USA International lesal Alliance, Inc.
Lease obligations and other real estate costs! $204 $ 10 $2 $217
Asset impairments? 51 21 19 90
Employee severance and business transition
costs 159 85 42 295
Information technology transformation and
other exit costs 72 42 4 118
Total pre-tax exit and disposal charges $486 $168 $66 $720

1 Includes $166 million of impairments relating to operating lease right-of-use and finance lease assets. Refer

to note 4, leases for additional information.
2 Primarily includes write down of leasehold improvements, certain software and inventory.

Retail Retail Pharmacy Pharmaceutical Walgreens Boots
Twelve Months Ended August 31,2019 Pharmacy USA  International ‘Wholesal Alliance, Inc.
Lease obligations and other real estate costs $ s $ 19 $ 1 $25
Asset impairments! 95 67 98 260
Employee severance and business transition
costs 42 34 49 125
Information technology transformation and
other exit costs 5 10 7 22
Total pre-tax exit and disposal charges $147 $130 $154 $432

! Primarily includes write down of leasehold improvements, certain software and inventory.
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The changes in liabilities and assets related to the exit and disposal activities under Transformational Cost
Management Program include the following (in millions):

Information
Lease technology
obligations Employee transformation
and other real Asset severance and and other exit
estate costs Impairments business transition costs costs Total
Balance at August 31, 2018 5 — 5 — 5 — $ — § —
Costs 25 260 125 22 432
Payments (8) — (69) (13) (90)
Other—non cash — (260) — (6) (265
Currency — — 1 — 1
Balance at August 31, 2019 $ 17 $ — $ 57 § 4 % 78
Costs 217 90 295 118 720
Payments (43) — (142) (102) (286)
Other! (166) (50) 13 (11) (255)
ASC 842 Leases adoption? ) — — — )
Currency 1 — 4 — 5
Balance at August 31, 2020 22 $ — $ 227 $ 8 $257

1 Includes $166 million of impairments relating to operating lease right-of-use and finance lease assets. Refer
to note 4, leases for additional information.

2 Represents liability for facility closings and related lease termination charges recorded as an offset to
right-of-use assets upon the adoption of ASC 842. Refer to note 1, summary of major accounting policies
and note 4, leases for additional information.

Store Optimization Program

On October 24, 2017, the Company’s Board of Directors approved a plan to implement a program (the “Store
Optimization Program”) to optimize store locations through the planned closure of approximately 600 stores and
related assets within the Company’s Retail Pharmacy USA segment upon completion of the acquisition of certain
stores and related assets from Rite Aid. The Company closed 769 stores and related assets, as compared to its
previous estimate of 750 stores and related assets. The actions under the Store Optimization Program commenced
in March 2018 and were completed in the fourth quarter of fiscal 2020.

The Company recognized cumulative pre-tax charges to its GAAP financial results of approximately

$349 million, primarily within selling, general and administrative expenses, including costs associated with lease
obligations and other real estate costs and employee severance and other exit costs. The Company incurred
approximately $160 million for lease obligations and other real estate costs, and approximately $189 million for
employee severance and other exit costs. All these cumulative pre-tax charges mostly resulted in cash
expenditures for the Company.

Costs related to the Store Optimization Program for the twelve months ended August 31, 2020, 2019 and 2018
were as follows (in millions):

2020 2019 2018
$119

Lease obligations and other real estate costs! § 22 $1
Employee severance and other exit costs 31 77 8
Total costs $ 53 $196 $100

1 Includes $11 million operating lease right-of-use impairments for the fiscal year ended August 31, 2020.
Refer to note 4, leases for additional information.
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The changes in liabilities related to the Store Optimization Program for the fiscal years ended August 31, 2020
and 2019 include the following (in millions):

Lease
obligations Employee
and other real  severance and

estate costs other exit costs Total
Balance at August 31, 2018 $ 308 $21 $ 329
Costs 119 77 196
Payments (171) (69) (240)
Other—non cash! 152 (7 144
Balance at August 31, 2019 $ 407 $22 § 429
Costs 22 31 53
Payments (36) (40) (76)
Other—non cash? (11) (12) (23)
ASC 842 Leases adoption? (378) — (378)
Balance at August 31, 2020 5 $1 $ 6

1 Primarily represents unfavorable lease liabilities from acquired Rite Aid stores.

Includes write down of operating lease right-of-use assets and inventory.

Represents liability for facility closings and related lease termination charges recorded as an offset to
right-of-use assets upon the adoption of ASC 842. Refer to note 1, summary of major accounting policies
and note 4, leases for additional information.

Cost Transformation Program

On April 8, 2015, the Walgreens Boots Alliance Board of Directors approved a plan to implement a restructuring
program (the “Cost Transformation Program”) as part of an initiative to reduce costs and increase operating
efficiencies. The Cost Transformation Program implemented and built on the cost-reduction initiative previously
announced by the Company on August 6, 2014 and included plans to close stores across the United States;
reorganize corporate and field operations; drive operating efficiencies; and streamline information technology
and other functions. The actions under the Cost Transformation Program focused primarily on the Retail
Pharmacy USA segment, but included activities from all segments. The Company completed the Cost
Transformation Program in the fourth quarter of fiscal 2017.

During fiscal 2020, the liabilities related to the Cost Transformation Program declined by $382 million representing
liability for facility closings and related lease termination charges recorded as an offset to right-of-use assets upon
the adoption of ASC 842 on September 1, 2019. The remaining liabilities as of August 31, 2020 were not material.

Note 4. Leases

The Company leases certain retail stores, warehouses, distribution centers, office space, land and equipment. For
leases in the United States, the initial lease term is typically 15 to 25 years, followed by additional terms
containing renewal options typically at five-year intervals, and may include rent escalation clauses. Non-U.S.
leases are typically for shorter terms and may include cancellation clauses or renewal options. The
commencement date of all lease terms is the earlier of the date the Company becomes legally obligated to make
rent payments or the date the Company has the right to control the property. The Company recognizes operating
lease rent expense on a straight-line basis over the term of the lease. In addition to minimum fixed rentals, some
leases provide for contingent rentals based upon a portion of sales. See note 1, summary of major accounting
policies for additional information.
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Supplemental balance sheet information related to leases were as follows (in millions):

Operating Leases:
Operating lease right-of-use assets

Operating lease obligations—current
Operating lease obligations—non current
Total operating lease obligations

Finance Leases:
Right-of-use assets included in:

Property, plant and equipment, net

Lease obligations included in:
Accrued expenses and other liabilities
Other non-current liabilities

Total finance lease obligations

Supplemental income statement information related to leases were as follows (in millions):

Operating lease cost

Fixed

Variable!
Finance lease cost

Amortization

Interest
Sublease income
Impairment of right-of-use assets?
Impairment of finance lease assets 2
Gains on sale-leaseback transactions?

August 31, 2020

$21,724

$ 2426
21,973

$24,399

$ 769

$ 34
1,020

$ 1,054

August 31, 2020

$3,332
761

$ 40
56

76

214
24

308

1 Includes real estate property taxes, common area maintenance, insurance and rental payments based on sales

volume.

2 For the fiscal year August 31, 2020, total impairments include $177 million to Transformational Cost

Management and Store Optimization programs. See note 3, exit and disposal activities.

3 Recorded within selling, general and administrative expenses.

Other supplemental information were as follows (in millions):

Cash paid for amounts included in the measurement of lease obligations
Operating cash flows from operating leases
Operating cash flows from finance leases
Financing cash flows from finance leases
Total

Right-of-use assets obtained in exchange for new lease obligations:
Operating leases
Finance leases

Total

-99 .
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$3,315
48
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$3.414

$2,494
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Average lease term and discount rate as of August 31, 2020 were as follows:

Weighted average remaining lease term in years:
Operating leases
Finance leases
Weighted average discount rate
Operating leases
Finance leases

August 31, 2020

10.7
20.7

4.95%
5.39%

The aggregate future lease payments for operating and finance leases as of August 31, 2020 were as follows (in

millions):

Fiscal year
2021
2022
2023
2024
2025
Later

Total undiscounted minimum lease payments
Less: Present value discount

Lease liability

Comparative disclosures prior to the adoption of ASC 842 Leases

Finance lease  Operating lease
$ 96 $ 3,529

94 3,374

93 3,210

93 3,049

91 2,868

1,230 15,559
$1,697 $31,589
(643) (7,150)
$1,054 $24,399

On September 1, 2019, upon adoption of ASC 842 Leases, the liability for facility closings and related
termination charges were transferred as an offset to right-of-of use assets . In fiscal 2019 and 2018, prior to the
adoption of ASC 842 Leases, the Company recorded charges of $185 million and $129 million, respectively, for
closed or relocated facilities. These charges are reported in selling, general and administrative expenses in the

Consolidated Statements of Earnings.

The changes in liability for facility closings and related lease termination charges include the following (in

millions):

Balance at beginning of period

Provision for present value of non-cancelable lease payments on closed facilities
Changes in assumptions

Accretion expense

Other—non cash!

Cash payments, net of sublease income

Balance at end of period

1 Primarily unfavorable lease liabilities from acquired Rite Aid stores.
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2019

$ 964
50

56

39
160
(316)

$ 993
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Rental expense prior to the adoption of ASC 842 Leases, which includes common area maintenance, insurance
and taxes, where appropriate, was as follows (in millions):

2019 2018
Minimum rentals $3,622 $3.447
Contingent rentals 74 68
Less: sublease rental income (66) (67)

$3,631 $3,448

Note 5. Equity methoed investments

Equity method investments as of August 31, 2020 and 2019 were as follows (in millions, except percentages):

2020 2019
Carrying Ownership Carrying Ownership
value percentage value percentage
AmerisourceBergen $5,446 28% $5,211 27%
Others 1,892 8% -50% 1,640 8% -50%
Total $7,338 $6,851

AmerisourceBergen Corporation ( “AmerisourceBergen” ) investment

As of August 31, 2020 and 2019, the Company owned 56,854,867 AmerisourceBergen common shares,
representing approximately 28% and 27% of the outstanding AmerisourceBergen common stock, respectively, in
each case based on the most recent share count information publicly reported by AmerisourceBergen as of that
date. The Company accounts for its equity investment in AmerisourceBergen using the equity method of
accounting, with the net earnings attributable to the Company’s investment being classified within the operating
income of its Pharmaceutical Wholesale segment. Due to the timing and availability of financial information of
AmerisourceBergen, the Company accounts for this equity method investment on a financial reporting lag of two
months. Equity earnings from AmerisourceBergen are reported as a separate line in the Consolidated Statements
of Earnings. The financial performance of AmerisourceBergen, including any charges which may arise relating
to its ongoing opioid litigation, will impact the Company’s results of operations.

The Level 1 fair market value of the Company’s equity investment in AmerisourceBergen common stock at
August 31, 2020 and 2019 were $5.5 billion and $4.7 billion, respectively. As of August 31, 2020, the
Company’s investment in AmerisourceBergen carrying value exceeded its proportionate share of the net assets of
AmerisourceBergen by $4.4 billion. This premium of $4.4 billion was recognized as part of the carrying value in
the Company’s equity investment in AmerisourceBergen. The difference was primarily related to goodwill and
the fair value of AmerisourceBergen intangible assets.

Other investments

The Company’s other equity method investments include its investments in Guangzhou Pharmaceuticals
Corporation (“Guangzhou Pharmaceuticals”) and Nanjing Pharmaceutical Corporation Limited, the Company’s
pharmaceutical wholesale investments in China; its investment in Sinopharm Holding Guoda Drugstores Co.,
Ltd., the Company’s retail pharmacy investment in China, the Company’s investment in VillageMD, PharMerica
Corporation, Shields Health Solutions and BioScrip (resulting from its merger with Option Care Inc.) in the
United States.
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The Company reported $41 million, $23 million and $53 million of post-tax equity earnings from other equity
method investments, including equity method investments classified as operating, for the fiscal years ended
August 31, 2020, 2019 and 2018, respectively.

During the fiscal year ended August 31, 2020, the Company recorded within other income (expense) impairment
charges of $86 million in its other equity method investments using fair values primarily based on level 1 inputs.
During the fiscal year ended August 31, 2018, the Company recorded an impairment of $170 million in its equity
interest in Guangzhou Pharmaceuticals, which was included in other income (expense) in the Consolidated
Statement of Earnings. The fair value of the Company’s equity interest in Guangzhou Pharmaceuticals was
determined using the proposed sale price and thus represented Level 3 measurement. During the fiscal year ended
August 31, 2018, the Company completed the sale of a 30 percent interest in Guangzhou Pharmaceuticals to its
joint venture partner Guangzhou Baiyunshan Pharmaceutical Holdings resulting in a $172 million reduction in
carrying value and a $8 million cumulative translation adjustment loss. In July 2018, the Company completed the
sale of its minority equity interest in Premise Health Holding Corp., resulting in an after-tax gain on disposition
of $245 million and a reduction in carrying value of $76 million.

Summarized financial information

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

Balance sheet (in millions)

Year ended August 31,

00 201
Current assets $40,038  $36,523
Non-current assets 18,313 15,710
Current liabilities 38,779 35,857
Non-current liabilities 10,628 9,633
Shareholders’ equity! 8,944 6,743
Statements of earnings (in millions)

Year ended August 31,
2020 2019 2018

Sales $210,306 $197,237 $179,887
Gross profit 8,896 7,516 6,875
Net earnings 1,647 1,037 1315
Share of earnings from equity method investments 382 187 245

1 Shareholders’ equity at August 31, 2020 and 2019 includes $387 million and $411 million, respectively,
related to noncontrolling interests.

The summarized financial information for equity method investments has been included on an aggregated basis
for all investments as reported at the end of each fiscal year end.

Note 6. Goodwill and other intangible assets

Goodwill and indefinite-lived intangible assets are evaluated for impairment annually during the fourth quarter,
or more frequently if an event occurs or circumstances change that would more likely than not reduce the fair
value of a reporting unit or intangible asset below its carrying value. During the three months ended May 31,
2020, the Company completed a quantitative impairment analysis for goodwill and certain indefinite-lived
intangible assets related to its two reporting units within Retail Pharmacy International division, Boots and Other
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international, as a result of the significant impact of COVID-19 on their financial performance. Based on this
analysis, the Company recorded impairment charges of $1.7 billion on Boots goodwill and $0.3 billion on certain
indefinite-lived Boots tradename assets.

Based on the annual evaluation as of June 1, 2020 valuation date, the fair values of the Company’s reporting
units exceeded their carrying amounts ranging from approximately 4% to approximately 239% excluding Boots
reporting unit for which the excess of fair value over carrying amount was nominal due to an impairment charge
recognized during the three months ended May 31, 2020. Other international reporting unit’s fair value was in
excess of its carrying value by approximately 4% compared to 16% on June 1, 2019. As of August 31, 2020, the
carrying values of goodwill were $1.1 billion and $0.5 billion for Boots reporting unit and Other international
reporting unit, respectively. The fair values of certain indefinite-lived intangibles within the Boots reporting unit
exceeded their carrying amounts ranging from approximately 4% to approximately 31%, excluding certain
indefinite-lived Boots tradename assets for which the excess of fair values over carrying amounts were nominal
due to impairment charges recognized during the three months ended May 31, 2020. As of August 31, 2020, the
carrying value of the indefinite-lived intangibles within the Boots reporting unit was $7.2 billion.

During the fiscal year ended August 31, 2019, the Company recorded an impairment of $73 million on its
pharmacy licenses in the Boots reporting unit.

As part of the Company’s impairment analysis, fair value of a reporting unit is determined using both the income
and market approaches. The income approach requires management to estimate a number of factors for each
reporting unit, including the projected future operating results, economic projections, anticipated future cash
flows and discount rates considering the impact of COVID-19, among other potential impacts. The market
approach estimates fair value using comparable marketplace fair value data from within a comparable industry

grouping.

The determination of the fair value of the reporting units requires the Company to make significant estimates and
assumptions including the business and financial performance of the Company’s reporting units, as well as how
such performance may be impacted by COVID-19. These estimates and assumptions primarily include, but are
not limited to: the selection of appropriate peer group companies, control premiums appropriate for acquisitions
in the industries in which we compete, discount rates, terminal growth rates, and forecasts of revenue, operating
income, depreciation, amortization and capital expenditures, including considering the impact of COVID-19.

Indefinite-lived intangible assets fair values are estimated using the relief from royalty method and excess
earnings method of the income approach. The determination of the fair value of the indefinite-lived intangibles
requires the Company to make significant estimates and assumptions. These estimates and assumptions primarily
include, but are not limited to: forecasts of revenue, the selection of appropriate royalty rate and discount rates.

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

Definite-lived intangible assets are evaluated for impairment whenever events or circumstances indicate that a
certain asset or asset group may be impaired. During the year ended August 31, 2020, the Company evaluated
certain definite-lived intangibles for impairment resulting in impairment charge of $47 million.
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Changes in the carrying amount of goodwill by reportable segment consist of the following activity (in millions):

Retail Pharmacy Retail Pharmacy Pharmacentical Walgreens Boots
‘Wholesal

USA International Alhance, Inc.
August 31, 2018 $10,483 $ 3,370 $3,061 $16,914
Acquisitions 8 — — 8
Dispositions — (&) — &)
Currency translation adjustments — (182) (171) (353)
August 31, 2019 $10,491 $ 3,179 $2,890 $16,560
Acquisitions $ 62 $ — $ — 5 62
Impairment — (1,675) — (1,675)
Currency translation adjustments — 90 231 321
August 31, 2020 $10,553 $ 1,593 $3,122 $15,268

During the fiscal year ended August 31, 2020, the Company acquired the remaining two of three Rite Aid
distribution centers including related inventory for cash consideration of $91 million resulting in an increase to
goodwill of $62 million. During fiscal year ended August 31, 2019, the Company completed the analysis to
assign fair values for assets acquired and liabilities assumed for the 1,932 Rite Aid stores acquired in fiscal 2018
resulting in a decrease to goodwill of $13 million. See note 2, acquisitions, for additional information.

The carrying amount and accumulated amortization of intangible assets consists of the following (in millions):

August 31,2020  August 31, 2019

Gross amortizable intangible assets

Customer relationships and loyalty card holders! $ 4,389 $ 4,290
Favorable lease interests and non-compete agreements? 61 654
Trade names and trademarks 410 461
Purchasing and payer contracts 337 382
Total gross amortizable intangible assets 5,187 5,187
Accumulated amortization
Customer relationships and loyalty card holders! $ 1,511 $ 1,262
Favorable lease interests and non-compete agreements? 26 410
Trade names and trademarks 228 250
Purchasing and payer contracts 95 99
Total accumulated amortization 1,860 2,021
Total amortizable intangible assets, net $ 3,337 $ 3,766
Indefinite-lived intangible assets
Trade names and trademarks $ 5,388 $ 5232
Pharmacy licenses 2,028 1,878
Total indefinite-lived intangible assets $ 7416 $ 7,110
Total intangible assets, net $10,753 $10,876

1 Includes purchased prescription files.
2 Transferred favorable lease interest to right-of-use assets upon adoption of ASC 842. Refer to note 1,
summary of major accounting policies for additional information.
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Amortization expense for intangible assets was $461 million, $552 million and $493 million in fiscal 2020, 2019
and 2018, respectively.

Estimated future annual amortization expense for the next five fiscal years for intangible assets recorded at
August 31, 2020 is as follows (in millions):

2021 2022 2023 2024 2025
Estimated annual amortization expense $445 $426 $391 $371 $336

Note 7. Debt

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

August 31,2020 August 31, 2019

Short-term debt

Commercial paper $ 1,517 $ 2,400
Credit facilities 1,071 1,624
$8 billion note issuance’

2.700% unsecured notes due 2019 — 1,250
£700 million note issuance!

2.875% unsecured Pound sterling notes due 2020 533 —
Other? 418 464
Total short-term debt $ 3,538 $ 5,738

Long-term debt
$ 1.5 billion note issuance’

3.200% unsecured notes due 2030 $ 497 $ —

4.100% unsecured notes due 2050 9950 —
3 6 billion note issuance’

3.450% unsecured notes due 2026 1,891 1,890

4.650% unsecured notes due 2046 591 591
$ 8 billion note issuance!

3.300% unsecurad notes due 2021 1,248 1,247

3.800% unsecured notes due 2024 1,993 1,992

4.500% unsecured notes due 2034 496 495

4.800% unsecured notes due 2044 1,493 1,492
£ 700 million note issuance!

2.875% unsecured Pound sterling notes due 2020 — 488

3.600% unsecured Pound sterling notes due 2025 398 365
€ 750 million note issuance!

2.125% unsecured Euro notes due 2026 891 824
$ 4 billion note issuance’

3.100% unsecured notes due 2022 1,198 1,197

4.400% unsecured notes due 2042 493 493
Other? 24 25
Total long-term debt, less current portion $12,203 $11,098
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1 Notes are unsubordinated debt obligations of Walgreens Boots Alliance and rank equally in right of
payment with all other unsecured and unsubordinated indebtedness of Walgreens Boots Alliance from time
to time outstanding. On September 17, 2020, the Company provided notice to the trustee and the holders of
its 2.875% notes due 2020 issued by the Company on November 20, 2014 that it will redeem in full the
£400 million aggregate principal amount outstanding of the notes on October 20, 2020.

2 Other short-term debt represents a mix of fixed and variable rate debt with various maturities and working
capital facilities denominated in various currencies.

3 Notes are senior debt obligations of Walgreen Co. and rank equally with all other unsecured and

unsubordinated indebtedness of Walgreen Co. On December 31, 2014, Walgreens Boots Alliance fully and

unconditionally guaranteed the outstanding notes on an unsecured and unsubordinated basis. The guarantee,
for so long as it is in place, is an unsecured, unsubordinated debt obligation of Walgreens Boots Alliance
and will rank equally in right of payment with all other unsecured and unsubordinated indebtedness of

‘Walgreens Boots Alliance.

Other long-term debt represents a mix of fixed and variable rate debt in various currencies with various

maturities.

At August 31, 2020, the future maturities of short-term and long-term debt, excluding debt discounts and
issuance costs and finance lease obligations (see note 4, leases, for the future lease payments), consisted of the
following (in millions):

Amount
2021 $ 3545
2022 1,250
2023 1,200
2024 —
2025 2,005
Later 7816
Total estimated future maturities w

$1.5 Billion Note Issuance

On April 15, 2020, the Company issued in an underwritten public offering $0.5 billion of 3.20% notes due 2030
and $1.0 billion of 4.10% notes due 2050. Total issuance costs relating to the notes, including underwriting
discounts and offering expenses were $13.3 million.

Credit facilities
April 7, 2020 Revolving Credit Agreement

On April 7, 2020, the Company entered into a $500 million revolving credit agreement (the “April 7, 2020
Revolving Credit Agreement”) with WBA Financial Services Limited, a private limited company incorporated
under the laws of England and Wales (“WBAFSL"), and the lenders from time to time party thereto. The April 7,
2020 Revolving Credit Agreement is a senior unsecured revolving credit facility, with a facility termination date
of the earlier of (a) 364-days from April 7, 2020 and (b) the date of termination in whole of the aggregate amount
of the commitments pursuant to the April 7, 2020 Revolving Credit Agreement. The Company and WBAFSL
will be the borrowers under the April 7, 2020 Revolving Credit Agreement. Pursuant to the terms of the April 7,
2020 Revolving Credit Agreement, the Company provides a guarantee of any obligations of WB AFSL under the
April 7, 2020 Revolving Credit Agreement. As of August 31, 2020, there were no borrowings outstanding under
the April 7, 2020 Revolving Credit Agreement.
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April 2020 Revolving Bilateral and Club Credit Agreements

The Company entered into a $750 million revolving credit agreement on April 1, 2020 (the “April 2020
Revolving Bilateral Credit Agreement™) and a $1.325 billion revolving credit agreement on April 2, 2020 (the
“April 2020 Revolving Club Credit Agreement” and together with the April 2020 Revolving Bilateral Credit
Agreement, the “Other April 2020 Revolving Credit Agreements”) with the lenders from time to time party
thereto. Each of the Other April 2020 Revolving Credit Agreements is a senior unsecured revolving credit
facility, with a facility termination date of the earlier of (a) March 31, 2021 (which date shall be shortened
pursuant to the terms of the applicable Other April 2020 Revolving Credit Agreement if the Company does not
extend the maturity date of certain of its existing credit agreements or enter into new bank or bond financings
with a certain maturity date and above an aggregate principal amount as described in the applicable Other April
2020 Revolving Credit Agreement) and (b) the date of termination in whole of the aggregate amount of the
commitments pursuant to the applicable Other April 2020 Revolving Credit Agreement. As of August 31, 2020,
there were no borrowings outstanding under the Other April 2020 Revolving Credit Agreements.

August 2019 Revolving Credit Agreements

On August 30, 2019, the Company entered into three $500 million revolving credit agreements (together, the
“August 2019 Revolving Credit Agreements” and each individually, an “August 2019 Revolving Credit
Agreement”) with the lenders from time to time party thereto. Each of the August 2019 Revolving Credit
Agreements are senior unsecured revolving credit facilities, with facility termination dates of the earlier of (a) 18
months following August 30, 2019, subject to extension thereof pursuant to the applicable August 2019
Revolving Credit Agreement and (b) the date of termination in whole of the aggregate amount of the
commitments pursuant to the applicable August 2019 Revolving Credit Agreement. As of August 31, 2020, there
were no borrowings outstanding under the August 2019 Revolving Credit Agreements.

January 2019 364-Day Revolving Credit Agreement

On January 18, 2019, the Company entered into a $2.0 billion 364-day revolving credit agreement (as extended,
the “January 2019 364-Day Revolving Credit Agreement”) with the lenders from time to time party thereto. The
January 2019 364-Day Revolving Credit Agreement is a senior unsecured 364-day revolving credit facility, with
a facility termination date of the earlier of (a) 364 days following January 31, 2019, the date of the effectiveness
of the commitments pursuant to the January 364-Day Revolving Credit Agreement, subject to extension thereof
pursuant to the January 2019 364-Day Revolving Credit Agreement and (b) the date of termination in whole of
the aggregate amount of the commitments pursuant to the January 2019 364-Day Revolving Credit Agreement.
On December 18, 2019, the Company entered into an Extension Agreement (the “Extension Agreement”)
relating to the January 2019 364-Day Revolving Credit Agreement with the lenders party thereto and Mizuho, as
administrative agent. The Extension Agreement extends the Maturity Date (as defined in the January 2019
364-Day Revolving Credit Agreement) for an additional period of 364 days to January 28, 2021. Such extension
became effective on January 30, 2020. As of August 31, 2020, there were no borrowings outstanding under the
January 364-Day Revolving Credit Agreement.

December 2018 Revolving Credit Agreement

On December 21, 2018, the Company entered into a $1.0 billion revolving credit agreement (the “December
2018 Revolving Credit Agreement”) with the lenders from time to time party thereto. On July 27, 2020, the

December 2018 Revolving Credit Agreement matured and the Company paid all amounts due in connection
therewith.

A&R December 2018 Credit Agreement

On December 5, 2018, the Company entered into a $1.0 billion term loan credit agreement with the lenders from
time to time party thereto and, on August 9, 2019, the Company entered into an amendment to such credit
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agreement (such credit agreement as so amended, the “December 2018 Credit Agreement”) to permit the
Company to borrow, repay and reborrow amounts borrowed thereunder prior to the maturity date. On April 2,
2020, the Company amended and restated the December 2018 Credit Agreement (such credit agreement as so
amended and restated, the “A&R December 2018 Credit Agreement”). The A&R December 2018 Credit
Agreement governs a $2.0 billion senior unsecured revolving credit facility, consisting of the initial $1.0 billion
senior unsecured revolving facility previously governed by the December 2018 Credit Agreement and a new
$1.0 billion senior unsecured revolving credit facility. The facility termination date is the earlier of

(a) January 29, 2021 (which date shall be extended to February 26, 2021 or July 31, 2021 pursuant to the terms of
the A&R December 2018 Credit Agreement if the Company extends the maturity date of certain of its existing
credit agreements or enters into new bank or bond financings with a certain maturity date and above an aggregate
principal amount as described in the A&R December 2018 Credit Agreement ) and (b) the date of termination in
whole of the aggregate amount of the commitments pursuant to the A&R December 2018 Credit Agreement. As
of August 31, 2020, there were $0.1 billion borrowings outstanding under the A&R December 2018 Credit
Agreement.

Amended November 2018 Credit Agreement

On November 30, 2018, the Company entered into a credit agreement with the lenders from time to time party
thereto, on March 25, 2019, the Company entered into an amendment to such credit agreement (such credit
agreement as so amended, the “November 2018 Credit Agreement”) reflecting certain changes to the borrowing
notice provisions thereto, and on April 2, 2020, the Company entered into a second amendment to the November
2018 Credit Agreement (such credit agreement as so further amended, the “Amended November 2018 Credit
Agreement”) which second amendment became effective as of May 29, 2020. As of May 29, 2020, the

$500 million revolving credit facility portion of the November 2018 Credit Agreement was converted into a term
loan facility, such that the Amended November 2018 Credit Agreement consists of a $1.0 billion senior
unsecured term loan facility. The facility termination date is the earlier of (a) May 29, 2021 and (b) the date of
acceleration of all loans under the Amended November 2018 Credit Agreement pursuant to its terms. As of
August 31, 2020, there were $1.0 billion borrowings outstanding under the Amended November 2018 Credit
Agreement.

August 2018 Revolving Credit Agreement

On August 29, 2018, the Company entered into a revolving credit agreement (the “August 2018 Revolving Credit
Agreement”) with the lenders and letter of credit issuers from time to time party thereto. The August 2018
Revolving Credit Agreement is an unsecured revolving credit facility with an aggregate commitment in the
amount of $3.5 billion, with a letter of credit subfacility commitment amount of $500 million. The facility
termination date is the earlier of (a) August 29, 2023, subject to extension thereof pursuant to the August 2018
Revolving Credit Agreement and (b) the date of termination in whole of the aggregate amount of the revolving
commitments pursuant to the August 2018 Revolving Credit Agreement. As of August 31, 2019, there were no
borrowings outstanding under the August 2018 Revolving Credit Agreement.

Debt covenants

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

Commercial paper

The Company periodically borrows under its commercial paper program and may borrow under it in future
periods. The Company had average daily commercial paper outstanding of $2.5 billion at a weighted average
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interest rate of 2.15% for the fiscal year ended August 31, 2020. The Company had average daily commercial
paper outstanding of $2.7 billion at a weighted average interest rate of 3.07% for the fiscal year ended August 31,
2019.

Interest

Interest paid was $584 million in fiscal 2020, $676 million in fiscal 2019 and $577 million in fiscal 2018.

Note 8. Financial instruments

The Company uses derivative instruments to manage its exposure to interest rate and foreign currency exchange
risks.

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

foreign currency risk.

The notional amounts and fair value of derivative instruments outstanding were as follows (in millions):

Location in Consolidated

Allgllsl 31, 2020 Notional Fair value Balance Sheets
Derivatives designated as hedges:

Cross currency interest rate swaps $ 722 $16 Other non-current assets

Foreign currency forwards 100 1 Other current assets

Cross currency interest rate swaps 50 —  Other current assets

Foreign currency forwards 49 1 Other non-current liabilities

Cross currency interest rate swaps 318 13 Other non-current liabilities

Interest rate swaps 1,000 10 Other non-current liabilities

Foreign currency forwards 671 23 Other current liabilities

Cross currency interest rate swaps 103 3 Other current liabilities
Derivatives not designated as hedges:

Foreign currency forwards 1,930 19 Other current assets

Foreign currency forwards 2,934 56  Other current liabilities

Total return swap 205 1 Other current liabilities

Location in Consolidated

August 31, 2019 Notional Fair value Balance Sheets
Derivatives designated as hedges:

Cross currency interest rate swaps $ 800 $73 Other non-current assets

Foreign currency forwards 18 1 Other current assets
Derivatives not designated as hedges:

Foreign currency forwards 3,485 87 Other current assets

Foreign currency forwards 707 6  Other current liabilities

Net investment hedges

The Company uses cross currency interest rate swaps as hedges and foreign currency forward contracts to hedge
net investments in subsidiaries with non-U.S. dollar functional currencies. For qualifying net investment hedges,
changes in the fair value of the derivatives are recorded in the currency translation adjustment within
accumulated other comprehensive income (loss).
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Cash flow hedges

The Company uses interest rate swaps to hedge the variability in forecasted cash flows of certain floating-rate
debt. For qualifying cash flow hedges, changes in the fair value of the derivatives are recorded in accumulated
other comprehensive income (loss), and released to the Consolidated Statements of Farnings when the hedged
cash flows affect earnings.

Derivatives not designated as hedges

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

Location in Consolidated Statements of Earnings 2020 2019 2018
Foreign currency forwards Selling, general and administrative expense $(63) $139 $17
Total return swap Selling, general and administrative expense 24 — —
Foreign currency forwards Other income (expense) 11 (18) 22

Derivatives credit risk

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

Derivatives offsetting

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

Note 9. Fair value measurements

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

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

Level 2 - Observable inputs other than quoted prices in active markets.

Level 3 - Unobservable inputs for which there is little or no market data available. The fair value hierarchy
gives the lowest priority to Level 3 inputs.

Assets and liabilities measured at fair value on a recurring basis were as follows (in millions):

August 31,2020 Levell Level2 Level3

Assets:
Money market funds! $6 $6 $— $—
Investments in equity securities? 1 1 — —
Foreign currency forwards? 20 — 20 —
Cross Currency interest rate swaps* 16 — 16 —
Liabilities:
Foreign currency forwards? 80 — 80 —
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August 31,2020 Levell Level2 Level3

Cross currency interest rate swaps* $16 $— $16 $—
Interest rate swaps®* 10 — 10 —
Total return swap 1 — 1 —

August 31,2019 Levell Level2 Level3

Assets:
Money market funds! $217 $217 $— $—
Investments in equity securities? 5 5 — —
Foreign currency forwards? 88 — 88 —
Cross currency interest rate swaps* 73 — 73 —
Liabilities:
Foreign currency forwards? 6 — 6 —

Money market funds are valued at the closing price reported by the fund sponsor.

Fair values of quoted investments are based on current bid prices as of August 31, 2020 and 2019.

The fair value of forward currency contracts is estimated by discounting the difference between the
contractual forward price and the current available forward price for the residual maturity of the contract
using observable market rates.

The fair value of interest rate swaps and cross currency interest rate swaps is calculated by discounting the
estimated future cash flows based on the applicable observable yield curves. See note 8, financial
instruments, for additional information.

There were no transfers between Levels in fiscal 2020 or 2019.

The carrying value of the Company’s commercial paper and credit facilities approximated their respective fair
values due to their short-term nature.

The Company reports its debt instruments under the guidance of ASC Topic 825, Financial Instruments, which
requires disclosure of the fair value of the Company’s debt in the footnotes to the Consolidated Financial
Statements. As of August 31, 2020, the carrying amounts and estimated fair values of long term notes
outstanding including the current portion were $12.7 billion and $13.7 billion, respectively. The fair values of the
notes outstanding are Level 1 fair value measures and determined based on quoted market price and translated at
the August 31, 2020 spot rate, as applicable. The fair values and carrying values of these issuances do not include
notes that have been redeemed or repaid as of August 31, 2020. See note 7, debt, for further information.

The carrying values of accounts receivable and trade accounts payable approximated their respective fair values
due to their short-term nature.

Note 10. Commitments and contingencies

The Company is involved in legal proceedings, including litigation, arbitration and other claims, and
investigations, inspections, subpoenas, audits, claims, inquiries and similar actions by pharmacy, healthcare, tax
and other governmental authorities, arising in the normal course of the Company’s business, including the
matters described below. Legal proceedings, in general, and securities, class action and multi-district litigation, in
particular, can be expensive and disruptive. Some of these suits may purport or may be determined to be class
actions and/or involve parties seeking large and/or indeterminate amounts, including punitive or exemplary
damages, and may remain unresolved for several years. From time to time, the Company is also involved in legal
proceedings as a plaintiff involving antitrust, tax, contract, intellectual property and other matters. Gain
contingencies, if any, are recognized when they are realized.

Like other companies in the retail pharmacy and pharmaceutical wholesale industries, the Company is subject to
extensive regulation by national, state and local government agencies in the United States and other countries in
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which it operates. There continues to be a heightened level of review and/or audit by regulatory authorities of,
and increased litigation regarding, the Company’s and the rest of the health care and related industry’s business,
compliance and reporting practices. As a result, the Company regularly is the subject of government actions of
the types described above. The Company also may be named from time to time in qui tam actions initiated by
private third parties. In such actions, the private parties purport to act on behalf of federal or state governments,
allege that false claims have been submitted for payment by the government and may receive an award if their
claims are successful. After a private party has filed a qui tam action, the government must investigate the private
party’s claim and determine whether to intervene in and take control over the litigation. These actions may
remain under seal while the government makes this determination. If the government declines to intervene, the
private party may nonetheless continue to pursue the litigation on his or her own purporting to act on behalf of
the government.

The results of legal proceedings, including government investigations, are often uncertain and difficult to predict,
and the costs incurred in these matters can be substantial, regardless of the outcome. With respect to litigation
and other legal proceedings where the Company has determined that a material loss is reasonably possible, the
Company is unable to estimate the amount or range of reasonably possible loss due to the inherent difficulty of
predicting the outcome of and uncertainties regarding such litigation and legal proceedings. The Company
believes that its defenses and assertions in pending legal proceedings have merit and does not believe that any of
these pending matters, after consideration of applicable reserves and rights to indemnification, will have a
material adverse effect on the Company’s consolidated financial position. However, substantial unanticipated
verdicts, fines and rulings do sometimes occur. As a result, the Company could from time to time incur
judgments, enter into settlements or revise its expectations regarding the outcome of certain matters, and such
developments could have a material adverse effect on its results of operations in the period in which the amounts
are accrued and/or its cash flows in the period in which the amounts are paid. In addition, as a result of
governmental investigations or proceedings, the Company may be subject to damages, civil or criminal fines or
penalties, or other sanctions, including the possible suspension or loss of licensure and/or suspension or
exclusion from participation in government programs.

On December 29, 2014, a putative shareholder filed a derivative action in federal court in the Northern District of
Illinois against certain current and former directors and officers of Walgreen Co. and Walgreen Co., as a nominal
defendant, arising out of certain public statements the Company made regarding its former fiscal 2016 goals.
(Cutler v. Wasson et al., No. 1:14-cv-10408 (N.D. 111.)) The action asserts claims for breach of fiduciary duty,
waste and unjust enrichment. On May 18, 2015, the case was stayed in light of a securities class action that was
filed on April 10, 2015, described below. On November 3, 2016, the Court entered a stipulation and order
extending the stay until the resolution of the securities class action.

On April 10, 2015, a putative shareholder filed a securities class action in federal court in the Northern District of
Illinois against Walgreen Co. and certain former officers of Walgreen Co. (Washtenaw County Employees’
Retirement System v. Walgreen Co. et al., No. 1:15-cv-3187 (N.D. IlL.)) The action asserts claims for violation of
the federal securities laws arising out of certain public statements the Company made regarding its former fiscal
2016 goals. A motion to dismiss a consolidated class action complaint filed on August 17, 2015 was granted in
part and denied in part on September 30, 2016. The court granted plaintiff’s motion for class certification on
March 29, 2018 and plaintiff filed a first amended complaint on December 19, 2018. A motion to dismiss the
first amended complaint was granted in part and denied in part on September 23, 2019. Discovery is proceeding.

On December 11, 2017, purported Rite Aid shareholders filed an amended complaint in a putative class action
lawsuit in the United States District Court for the Middle District of Pennsylvania (the “M.D. Pa. action”) arising
out of transactions contemplated by the merger agreement between the Company and Rite Aid. The amended
complaint alleged that the Company and certain of its officers made false or misleading statements regarding the
transactions. The Court denied the Company’s motion to dismiss the amended complaint on April 15, 2019. The
Company filed an answer and affirmative defenses, discovery commenced, and the Court granted plaintiffs’
motion for class certification.
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In June 2019, a Fred’s, Inc. shareholder filed a nearly identical lawsuit to the M.I). Pa. action in the United States
District Court for the Western District of Tennessee, except naming Fred’s, Inc. and one of its former officers
along with the Company and certain of its officers. Lead plaintiffs filed an amended complaint on November 4,
2019, which is substantially the same as the original complaint. The Company’s motion to dismiss to the
amended complaint is fully briefed and awaits the Court’s ruling.

In December 2017, the United States Judicial Panel on Multidistrict Litigation consolidated numerous cases filed
against an array of defendants by various plaintiffs such as counties, cities, hospitals, Indian tribes, and others,
alleging claims generally concerning the impacts of widespread opioid abuse. The consolidated multidistrict
litigation, captioned In re National Prescription Opiate Litigation (MDL No. 2804, Case No. 17-md-2804), is
pending in the U.S. District Court for the Northern District of Ohio (“N.D. Ohio™). The Company is involved in
the following MDL bellwether cases: (1) two consolidated cases in N.D. Ohio (County of Summit, Ohio, et al. v.
Purdue Pharma L.P., et al., Case No. 18-0p-45090; County of Cuyahoga, Ohio, et al. v. Purdue Pharma L.P.,
Case No. 18-0p-45004), previously scheduled for trial in November 2020 but postponed indefinitely; (2) one
remanded to the U. S. District Court for the Eastern District of Oklahoma (The Cherokee Nation v. McKesson
Corp., et al., Case No. 18-CV-00056-RAW-SPS); (3) one remanded to the U. S. District Court for the Northern
District of California (City and County of San Francisco, et al. v. Purdue Pharma L.P., et al., Case No.
3:18-cv-07591-CRB), scheduled for trial in June 2021; and (4) two additional consolidated cases in N.ID. Ohio
(County of Lake, Ohio v. Purdue Pharma L.P., et al., Case No. 18-0p-45032; County of Trumbull, Ohio v.
Purdue Pharma L.P., et al., Case No. 18-0p-45079), scheduled for trial in May 2021.

The Company also has been named as a defendant in numerous lawsuits brought in state courts relating to opioid
matters. Trial dates have been set in cases pending in state courts in New Mexico (State of New Mexico, ex rel.
Hector Balderas, Attorney General v. Purdue Pharma L.P., et al., Case No. D-101-cv-2017-02541, First Judicial
District Court, Santa Fe County, New Mexico—September 2021); West Virginia (In re: Opioid Litigation,
Circuit Court of Kanawha County, West Virginia, Civil Action No. 19-C-9000—November 2021); Missouri
(Jefferson County, Missouri v. Dannie E. Williams, M.D., et al., Cause No. 20JE-CC00029, Twenty-Third
Judicial Circuit, Jefferson County, Missouri—November 2021); Maryland (Anne Arundel County, Maryland v.
Purdue Pharma L.P., et al., Case No. C-02-cv-18-000021, Circuit Court for Anne Arundel County, Maryland—
December 2021); Florida (State of Florida, Office of the Attorney General, Department of Legal Affairs v.
Purdue Pharma L.P., et al., Case No. 2018-CA-001438, Sixth Judicial Circuit in and for Pasco County,
Florida—April 2022); and Nevada (State of Nevada v. McKesson Corporation, et al., Case No. A-19-796755-B,
Eighth Judicial District Court, Clark County, Nevada—April 2022). A trial in two consolidated cases in New
York state court (County of Suffolk v. Purdue Pharma L.P., et al., Index No. 400001/2017; County of Nassau v.
Purdue Pharma L.P., et al., Index No. 400008/2017, Supreme Court of the State of New York, Suffolk County,
NY) that had been scheduled for March 2021 was postponed, and no new trial date has been set.

The relief sought by various plaintiffs in these matters is compensatory and punitive damages, as well as
injunctive relief. Additionally, the Company has received from the Department of Justice and the Attorney
Generals of numerous states subpoenas, civil investigative demands, and/or other requests concerning opioid
matters. The Company has also had communications with the Department of Justice with respect to purported
violations of the federal Controlled Substances Act and the federal False Claims Act in dispensing prescriptions
at certain Walgreens locations. As discussed above, legal proceedings, including government investigations, are
often uncertain and difficult to predict, and the costs and penalties incurred in these matters can be substantial.

On January 22, 2019, the Company announced that it had reached an agreement to resolve a civil investigation
involving allegations under the False Claims Act by a United States Attorney’s Office, working in conjunction
with several states, regarding certain dispensing practices. Pursuant to the agreement, the Company paid

$209 million to the United States and the various states involved in the matter, substantially all of which was
reserved for in the Company’s Consolidated Financial Statements as of November 30, 2018.
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Note 11. Income taxes

U.S. tax law changes

The U.S. tax law changes, enacted in December 2017, include broad and complex changes. Among other things,
the U.S. tax law changes reduced the federal corporate tax rate from 35% to 21% effective January 1, 2018 and
required companies to immediately accrue for a one-time transition tax on certain un-repatriated earnings of
foreign subsidiaries, which is generally payable over an eight-year period. The U.S. tax law changes modified the
taxation of foreign earnings, repealed the deduction for domestic production activities, limited interest
deductibility and established a global intangible low tax income (GILTI) regime.

The lower corporate income tax rate of 21% became effective January 1, 2018 and was phased in as a result of
our August 31 fiscal year-end. This resulted in a blended U.S. statutory federal tax rate of approximately 26% for
fiscal 2018. This statutory federal tax rate is 21% for fiscal 2019 and subsequent fiscal years, which provided a
benefit to the Company’s fiscal 2019 tax provision of approximately $89 million.

In fiscal 2018, as a direct result of the U.S. tax law changes, the Company performed preliminary analysis and
recorded a provisional estimated net tax benefit of $125 million. This provisional net tax benefit arose from a
benefit of $648 million from re-measuring the Company’s net U.S. deferred tax liabilities, partially offset by the
Company’s accrual for the transition tax and other U.S. tax law changes of $523 million. In fiscal 2019, in
accordance with SEC Staff Accounting Bulletin 118 (SAB 118), the Company finalized its provisional estimates
and recognized incremental net income tax expense, which was not material to our Consolidated Financial
Statements.

During 2019, the U.S. Treasury Department issued regulations to apply retroactively covering certain
components of the 2017 U.S. tax law changes. Certain guidance included in these regulations is inconsistent with
the Company’s interpretation that led to the recognition of $247 million of tax benefits in prior periods. Despite
this guidance, the Company remains confident in its interpretation of the U.S. tax law changes and intends to
defend this position through litigation, if necessary. However, if the Company is ultimately unsuccessful in
defending its position, it may be required to reverse all or a portion of the benefits previously recorded.

By establishing the GILTI regime, the Act created a minimum tax on certain foreign sourced earnings. The
taxability of the foreign earnings and the applicable tax rates are dependent on future events. The Company’s
accounting policy for the minimum tax on foreign sourced earnings is to report the tax effects on the basis that
the minimum tax will be recognized in tax expense in the year it is incurred as a period expense.

As the Company repatriates the undistributed earnings of its foreign subsidiaries for use in the United States, the
earnings from its foreign subsidiaries will generally not be subject to U.S. federal tax. The Company
continuously evaluates the amount of foreign earnings that are not necessary to be permanently reinvested in its
foreign subsidiaries.

United Kingdom tax law changes

On July 22, 2020 the UK Finance Bill 2020 was enacted increasing the UK tax rate from 17% to 19% effective
April 1, 2020. The Company recorded tax expense of $139 million from re-measuring the net UK deferred tax
liability.

The components of earnings before income tax provision were (in millions):

2020 2019 2018

U.S. $759  $1,898 $3,292

Non-U.S. (16) 2,629 2,683

Total $743  $4,527 $5,975
S114-

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 139 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

The provision for income taxes consists of the following (in millions):

2020 2019 2018
Current provision
Federal $ 150 $201 $ 866
State 49 46 103
Non-1.8. 204 241 353
403 488 1,322
Deferred provision
Federal - tax law change — — (648)
Federal - excluding tax law change 83) 151 304
State 2 4 78
Non-U.S. — tax law change 139 — —
Non-U.S. — excluding tax law change (101) (55) (58)
43) 100 (324)
Income tax provision $ 360 $588 $ 998

The difference between the statutory federal income tax rate and the effective tax rate is as follows:

2020 2019 2018
Federal statutory rate 21.0% 21.0% 25.7%
State income taxes, net of federal benefit 53 0.9 2.3
Foreign income taxed at non-U.S. rates (12.0) 2.1) (12.2)
Non-taxable income (28.5) 3.9 (5.2)
Non-deductible expenses 59 0.5 2.1
Transition tax — — 12.4
Tax law changes 18.8 0.4) (10.9)
Change in valuation allowance! 12 1.9 8.7
Goodwill impairment 43.5 — —
Tax credits (9.8) 4.8) 6.9)
Other 3.1 (0.5) 0.7
Effective income tax rate 48.5% 13.0% 16.7%

T Net of changes in related tax attributes.
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The deferred tax assets and liabilities included in the Consolidated Balance Sheets consist of the following (in

millions):
2020 2019
Deferred tax assets:
Compensation and benefits $ 177 $ 133
Postretirement benefits 105 —
Insurance 98 80
Accrued rent & lease obligations 5,187 219
Allowance for doubtful accounts 12 13
Tax attributes 6,909 6,687
Stock compensation 47 45
Deferred income 18 115
Other 80 78
12,633 7,380
Less: valuation allowance 6,608 6,638
Total deferred tax assets 6,025 742
Deferred tax liabilities:
Accelerated depreciation 722 475
Inventory 344 394
Intangible assets 1,274 1,116
Equity method investment 548 481
Lease right-of-use asset 4,589 —
7,477 2,466
Net deferred tax labilities $ 1,452 $1,724

As of August 31, 2020, the Company has recorded deferred tax assets for tax attributes of $6.9 billion, primarily
reflecting the benefit of $2.9 billion in U.S. federal, $276 million in state and $24.1 billion in non-U.S. ordinary
and capital losses. In addition, these deferred tax assets include $71 million of income tax credits. Of these
deferred tax assets, $6.2 billion will expire at various dates from 2021 through 2037. The residual deferred tax
assets of $692 million have no expiration date.

The Company believes it is more likely than not that the benefit from certain deferred tax assets will not be
realized. The assessment of realization of deferred tax assets is performed based on the weight of the positive and
negative evidence available to indicate whether the asset is recoverable, including tax planning strategies that are
prudent and feasible. In recognition of this risk, the Company has recorded a valuation allowance of $6.6 billion
against those deferred tax assets as of August 31, 2020.

Income taxes paid, net of refunds were $0.6 billion, $0.9 billion and $0.6 billion for fiscal years 2020, 2019 and
2018, respectively.

ASC Topic 740, Income Taxes, provides guidance regarding the recognition, measurement, presentation and
disclosure in the financial statement of tax positions taken or expected to be taken on a tax return, including the
decision whether to file in a particular jurisdiction. As of August 31, 2020, unrecognized tax benefits of

$552 million were reported as long-term liabilities on the Consolidated Balance Sheets while an immaterial
amount is reported as current tax liabilities. Both of these amounts include interest and penalties, when
applicable.
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The following table provides a reconciliation of the total amounts of unrecognized tax benefits (in millions):

2020 2019 2018

Balance at beginning of year $455 $456 $409
Gross increases related to tax positions in a prior period 60 33 123
Gross decreases related to tax positions in a prior period (23)  (53) (15)
Gross increases related to tax positions in the current period 9 26 29
Settlements with taxing authorities 4) 2y (87
Lapse of statute of limitations 3) (5) 3
Balance at end of year $494 $455 $456

At August 31, 2020, 2019 and 2018, $353 million, $311 million and $331 million, respectively, of unrecognized
tax benefits would favorably impact the effective tax rate if recognized. During the next twelve months, based on
current knowledge, it is reasonably possible the amount of unrecognized tax benefits could decrease by up to

$2 million due to anticipated tax audit settlements and the expirations of statutes of limitations associated with
tax positions related to multiple tax jurisdictions.

The Company recognizes interest and penalties in the income tax provision in its Consolidated Statements of
Earnings. At August 31, 2020 and August 31, 2019, the Company had accrued interest and penalties of

$58 million and $47 million, respectively. For the year ended August 31, 2020, the amount reported in income
tax expense related to interest and penalties was $11 million income tax expense.

The Company files a consolidated U.S. federal income tax return as well as income tax returns in various states
and multiple foreign jurisdictions. It is generally no longer under audit examinations for U.S. federal income tax
purposes for any years prior to fiscal 2014. With few exceptions, it is no longer subject to state and local income
tax examinations by tax authorities for years before fiscal 2008. In foreign tax jurisdictions, the Company is
generally no longer subject to examination by the tax authorities in the United Kingdom prior to 2015,
Luxembourg prior to 2016, in Germany prior to 2014, in France prior to 2016 and in Turkey prior to 2015.

The Company has received tax holidays from Swiss cantonal income taxes relative to certain of its Swiss
operations. The income tax holidays are set to expire in September 2022. Upon expiration, a reduced tax rate will
extend through December 2029. The holidays had a beneficial impact of $124 million and $127 million
(inclusive of capital GILTI tax cost) during fiscal 2020 and 2019, respectively. This benefit is primarily included
as part of the foreign income taxed at non-U.S. rates line in the effective tax rate reconciliation table above.

At August 31, 2020, it is not practicable for the Company to determine the amount of the unrecognized deferred

tax liability it has with respect to temporary differences related to investments in foreign subsidiaries and foreign
corporate joint ventures that are essentially permanent in duration.

Note 12. Stock compensation plans

The Walgreens Boots Alliance, Inc. 2013 Omnibus Incentive Plan (the “Omnibus Plan™), which became effective
in fiscal 2013, provides for incentive compensation to the Company’s non-employee directors, officers and
employees and consolidates several previously existing equity compensation plans into a single plan.

The Company grants stock options, performance shares and restricted units under the Omnibus Plan.
Performance shares issued under the Omnibus Plan offer performance-based incentive awards to certain
employees. Restricted stock units are also equity-based awards with vesting requirements that are granted to key
employees. The performance shares and restricted stock unit awards are both subject to restrictions as to
continuous employment except in the case of death, normal retirement or total and permanent disability.
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Total stock-based compensation expense for fiscal 2020, 2019 and 2018 was $137 million, $119 million and
$130 million, respectively. Unrecognized compensation cost related to non-vested awards at August 31, 2020
was $188 million, which will be fully recognized over the next three years.

Note 13. Retirement benefits

The Company sponsors several retirement plans, including defined benefit plans, defined contribution plans and
a postretirement health plan.

Defined benefit pension plans (non-U.S. plans)

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

The investment strategy of the principal defined benefit pension plan is to hold the majority of its assets ina
diverse portfolio (“Matching Portfolio”) which aims to broadly match the characteristics of the plan’s liabilities
by investing in bonds, derivatives and other fixed income assets, with the remainder invested in predominantly
return-seeking assets. Interest rate and inflation rate swaps are also employed to complement the role of fixed and
index-linked bond holdings in liability risk management. During 2020, the target strategic allocation to the
Matching Portfolio was changed from 85% to 75%, with a corresponding increase in the allocation to return
seeking assets.

The following tables present classes of defined benefit pension plan assets by fair value hierarchy (in millions):

August 31,2020 Levell Level2 Level3

Equity securities:

Equity securities! $1,505 $ — 81505 $ —
Debt securities:

Fixed interest government bonds? 515 111 404 —

Index linked government bonds? 4,168 2,936 1232 —

Corporate bonds? 2,730 1 2729 —
Real estate:

Real estate* 492 — — 492
Other:

Other investments, net® 204 152 347 399
Total $9.614 $3,200 $5,523 $891
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August 31,2019  Levell Level2 Level3

Equity securities:

Equity securities! $1,006 $ — 81005 $ —
Debt securities:

Fixed interest government bonds? 489 148 341 —

Index linked government bonds? 3,861 3,824 37 —

Corporate bonds? 2,390 1 2389 —
Real estate:

Real estate* 471 — — 471
Other:

Other investments, net’ 914 63 516 335
Total $9.131 $4,036 $4.288 $806

1 Equity ‘securities, which mainly comprise of investments in commingled funds, are valued based on quoted
prices and are primarily exchange-traded. Securities for which official close or last trade pricing on an
active exchange is available are classified as Level 1 investments. If closing prices are not available, or the
investments are in a commingled fund,securities are valued at the last quoted bid price and typically are
categorized as Level 2 investments.

2 Debt securities: government bonds comprise of fixed interest and index linked bonds issued by central
governments and are valued based on quotes received from independent pricing services or from dealers
who make markets in such securities. Pricing services utilize pricing which considers readily available
inputs such as the yield or price of bonds of comparable quality, coupon, maturity and type, as well as
dealer-supplied prices.

3 Debt securities: corporate bonds comprise bonds issued by corporations in both segregated and commingled
funds and are valued using recently executed transactions, or quoted market prices for similar assets and
liabilities in active markets, or for identical assets and liabilities in markets that are not active. If there have
been no market transactions in a particular fixed income security, its fair value is calculated by pricing
models that benchmark the security against other securities with actual market prices.

4 Real estate comprise of investments in certain property funds which are valued based on the underlying
properties. These properties are valued using a number of standard industry techniques such as cost,
discounted cash flows, independent appraisals and market based comparable data. Real estate investments
are categorized as Level 3 investments. Changes in Level 3 investments during fiscal 2020 were driven by
actual return on plan assets still held at August 31, 2020 and purchases during the year.

5 Other investments mainly comprise of net receivable (payable) amounts for unsettled transactions, cash and
cash equivalents, derivatives and direct private placements. Cash is categorized as a Level 1 investment and
cash in commingled funds is categorized as Level 2 investments. Amounts receivable (payable) are
categorized as level 2 investments. Cash equivalents are valued using observable yield curves, discounting
and interest rates and are categorized as Level 2 investments. Derivatives which are exchange-traded and for
which market quotations are readily available are valued at the last reported sale price or official closing
price as reported by an independent pricing service on the primary market, or exchange on which they are
traded, and are categorized as Level 1 investments. Over-the-counter derivatives typically are valued by
independent pricing services and are categorized as Level 2 investments. Direct private placements are
typically bonds valued by reference to comparable bonds and are categorized as Level 3 investments.
Changes in Level 3 investments during fiscal 2020 were primarily driven by purchases during the year.

-119-

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 144 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

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

Boots and other
pension plans
2020 2019 2018
Service costs $ 5 % 4 $ 5
Interest costs 143 196 193
Expected returns on plan assets/other (285)  (246)  (209)
Total net periodic pension (income) cost $(137) $ d6) $ (11)
Change in benefit obligations for the defined benefit pension plans (in millions):
2020 2019
Benefit obligation at beginning of year $8,834  $8,293
Service costs 5 4
Interest costs 143 156
Amendments/other — 22
Net actuarial loss 495 1,212
Benefits paid (333) (363)
Currency translation adjustments 805 (530)
Benefit obligation at end of year $9,949 $8,834
Change in plan assets for the defined benefit pension plans (in millions):
2020 2019
Plan assets at fair value at beginning of year $9,131 $8,676
Employer contributions 38 38
Benefits paid (333) (363)
Return on assets/other (31) 1,333
Currency translation adjustments 810 (552)
Plan assets at fair value at end of year $9,614 $9,131
Amounts recognized in the Consolidated Balance Sheets (in millions):
2020 2019
Other non-current assets $ — $486
Accrued expenses and other liabilities (€] ©)
Other non-current liabilities (327) (183)
Net asset (liability) recognized at end of year $(335) $297
Cumulative pre-tax amounts recognized in accumulated other comprehensive (income) loss (in millions):
2020 2019
Net actuarial loss $858 $ 92
Prior service cost (1) 24
Total $857 $116
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The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for all pension
plans, including accumulated benefit obligations in excess of plan assets, at August 31 were as follows (in

millions):

2020 2019
Projected benefit obligation $6,949 $8.834
Accumulated benefit obligation 9,937 8,823
Fair value of plan assets 9,614 9,131

Pension plans with projected benefit obligation and accumulated benefit obligations in excess of plan assets were
not material for periods presented.

Estimated future benefit payments for the next 10 years from defined benefit pension plans to participants are as
follows (in millions):

Estimated future
benefit
— Ppayments
2021 $ 289
2022 282
2023 263
2024 302
2025 318
2026-2030 1,774
The assumptions used in accounting for the defined benefit pension plans were as follows:
2020 2019
Weighted-average assumptions used to determine benefit obligations
Discount rate 1.63% 1.80%
Rate of compensation increase 3.10% 291%
Weighted-average assumptions used to determine net periodic benefit cost
Discount rate 1.58% 1.58%
Expected long-term return on plan assets 3.10% 3.10%
Rate of compensation increase 2.91% 268%

Based on current actuarial estimates, the Company plans to make contributions of $39 million to its defined
benefit pension plans in fiscal 2021 and expects to make contributions beyond 2021, which will vary based upon
many factors, including the performance of the defined benefit pension plan assets.

Defined contribution plans

The principal retirement plan for U.S. employees is the Walgreen Profit-Sharing Retirement Trust, to which both
the Company and participating employees contribute. The Company’s contribution is in the form of a guaranteed
match which is made pursuant to the applicable plan document approved by the Walgreen Co. Board of Directors.
Plan activity is reviewed periodically by certain Committees of the Walgreens Boots Alliance Board of Directors.
The profit-sharing provision was an expense of $227 million, $239 million and $217 million in fiscal 2020, 2019
and 2018, respectively. The Company’s contributions were $226 million, $234 million and $366 million in fiscal
2020, 2019 and 2018, respectively.

The Company also has certain contract based defined contribution arrangements. The principal one is the
Alliance Healthcare & Boots Retirement Savings Plan, which is United Kingdom based and to which both the
Company and participating employees contribute. The cost recognized in the Consolidated Statement of Earnings
was $119 million in fiscal 2020, $124 million in fiscal 2019 and $142 million in fiscal 2018.
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Postretirement healthcare plan

The Company provides certain health insurance benefits to retired U.S. employees who meet eligibility
requirements, including age, years of service and date of hire. The costs of these benefits are accrued over the
service life of the employee. An amendment to this plan during the fourth quarter of fiscal 2018 resulted in a
reduction in the benefit plan obligation of $201 million and the recognition of a curtailment gain of $112 million.
The Company’s postretirement health benefit plan obligation was $182 million and $161 million in fiscal 2020
and 2019, respectively and is not funded. The expected benefit to be paid net of the estimated federal subsidy
during fiscal 2021 is $10.6 million.

Note 14. Capital stock

In June 2018, Walgreens Boots Alliance authorized a new stock repurchase program, which authorized the
repurchase of up to $10.0 billion of Walgreens Boots Alliance common stock, which program has no specified
expiration date. The Company purchased 30 million and 57 million shares under stock repurchase programs in
fiscal 2020 and 2019 at a cost of $1.5 billion and $3.8 billion, respectively. In July 2020, the Company
announced that it had suspended activities under this program.

The Company determines the timing and amount of repurchases based on its assessment of various factors
including prevailing market conditions, alternate uses of capital, liquidity, the economic environment and other
factors. The timing and amount of these purchases may change at any time and from time to time. The Company
has repurchased, and may from time to time in the future repurchase, shares on the open market through Rule
10b5-1 plans, which enable a company to repurchase shares at times when it otherwise might be precluded from
doing so under insider trading laws.

In addition, the Company continued to repurchase shares to support the needs of the employee stock plans.
Shares totaling $103 million were purchased to support the needs of the employee stock plans during fiscal 2020
as compared to $339 million and $289 million in fiscal 2019 and fiscal 2018, respectively. At August 31, 2020,
16 million shares of common stock were reserved for future issuances under the Company’s various employee
benefit plans.

-122 -

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 147 av 181



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

Note 15. Accumulated other comprehensive income (loss)

The following is a summary of net changes in accumulated other comprehensive income by component and net
of tax for fiscal 2020, 2019 and 2018 (in millions):

Pension/ Unrealized Share of OCI
post- gain (loss) Net of equity Cumulative
retirement oncash flow investment method translation
obligations hedges hedges? investments  adjustments Total

Balance at August 31, 2017 $(139) $(33) $ — $ (2) $(2.877)  $(3,051)
Other comprehensive income (loss)

before reclassification adjustments 417 — — 4) 207) 206
Amounts reclassified from AOCI! (120) — 11 8 97)
Tax benefit (provision) ﬂ ) D = ) = —(60)
Net change in other comprehensive

income (loss) 240 — 5 (199) 49
Balance at August 31, 2018 § 101 560§ — $3 $ 3.076) § (3,002)
Other comprehensive income (loss)

before reclassification adjustments (162) 1 73 (1) (801) (889)
Amounts reclassified from AOCI 17y — — — (12)
Tax benefit (provision) 30 (1) (18) — (6) 5
Net change in other comprehensive

income (loss) (149) 55 (1) (807) (856)
Balance at August 31, 2019 $ (48) $(24) $ 55 $ 3 $(3.884) $(3.897)
Other comprehensive income (loss)

before reclassification adjustments (861) (12) (113) (16) 934 (69)
Amounts reclassified from AOCI (&) 5 — — 3 —
Tax benefit (provision) 169 1 23 3 ) 195
Net change in other comprehensive

income (loss) (700) (6) (90) (13) 936 126
Balance at August 31, 2020 $ (748) $(31) $ (34) $(10) $(2,948) $ (3,771)

T Includes amendment to U.S. postretirement healthcare plan resulting in a curtailment gain. See note 13,
retirement benefits.
2 Previously disclosed as Unrealized gain (loss) on cash flow hedges.

Note 16. Segment reporting

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

Retail Pharmacy USA

The Retail Pharmacy USA segment consists of the Walgreens business, which includes the operation of retail
drugstores, health and wellness services, and mail and central specialty pharmacy services. Sales for the segment
are principally derived from the sale of prescription drugs and a wide assortment of retail products, including
health and wellness, beauty and personal care and consumables and general merchandise.
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Retail Pharmacy International

The Retail Pharmacy International segment consists of pharmacy-led health and beauty retail businesses and
optical practices. These businesses include Boots branded stores in the United Kingdom, Thailand, Norway, the
Republic of Ireland and the Netherlands, Benavides in Mexico and Ahumada in Chile. Sales for the segment are
principally derived from the sale of prescription drugs and health and wellness, beauty and personal care and
other consumer products.

Pharmaceutical Wholesale

The Pharmaceutical Wholesale segment consists of the Alliance Healthcare pharmaceutical wholesaling and
distribution businesses and an equity method investment in AmerisourceBergen. Wholesale operations are
located in the United Kingdom, Germany, France, Turkey, Spain, the Netherlands, Egypt, Norway, Romania,
Czech Republic and Lithuania. Sales for the segment are principally derived from wholesaling and distribution of
a comprehensive offering of brand-name pharmaceuticals (including specialty pharmaceutical products) and
generic pharmaceuticals, health and beauty products, home healthcare supplies and equipment and related
services to pharmacies and other healthcare providers.

The results of operations for each reportable segment includes procurement benefits and an allocation of
corporate-related overhead costs. The “Eliminations” column contains items not allocable to the reportable
segments, as the information is not utilized by the chief operating decision maker to assess segment performance
and allocate resources.

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

For the years ending August 31,

2020 2019 218

Sales:

Retail Pharmacy USA $107,701 $104,532 $ 98,392

Retail Pharmacy International 10,004 11,462 12,281

Pharmaceutical Wholesale 23,958 23,053 23,006

Eliminations! (2,126) (2,180) (2,142)
Walgreens Boots Alliance, Inc. $139,537 $136,866 $131,537
Adjusted Operating income:2

Retail Pharmacy USA $ 4099 $ 5255 $ 5814

Retail Pharmacy International 130 747 929

Pharmaceutical Wholesale 980 939 936

Eliminations! 2 1 —
Walgreens Boots Alliance, Inc. $ 5211 $ 6942 § 7,679
Depreciation and amortization:

Retail Pharmacy USA $ 1385 $ 1459 $§ 1,196

Retail Pharmacy International 397 429 419

Pharmaceutical Wholesale 145 150 155
Walgreens Boots Alliance, Inc. $ 1927 $ 2038 §$ 1,770
Capital expenditures:

Retail Pharmacy USA $ 1,052 $ 1,323 § 1,022

Retail Pharmacy International 239 275 241

Pharmaceutical Wholesale 83 104 104
Walgreens Boots Alliance, Inc. $ 1374 $ 1,702 $ 1,367
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The following table reconciles adjusted operating income to operating income (in millions):

For the years ending Angust 31,

2020 2019 2018
Adjusted operating income? $5211  $6,942 $7,679
Impairment of goodwill and intangible assets (2,016) (73) —
Transformational cost management (793) 477) —
Acquisition-related amortization? (461) (493) (448)
Acquisition-related costs (316) (303) 231)
Adjustments to equity earnings in AmerisourceBergen (97) (233) (175)
LIFO provision (95) (136) (84)
Store damage and inventory losses? (68) — —
Store optimization (53) (196) (100)
Certain legal and regulatory accruals and settlements — 3D (284)
Hurricane-related costs — — (83)
Asset recovery — — 15
Operating income? $ 1,312 $4,998 $6,289

1 FEliminations relate to intersegment sales between the Pharmaceutical Wholesale and the Retail Pharmacy
International segments.

2 The Company adopted ASU 2017-07 Topic 715 as of September 1, 2018 (fiscal 2019) on a retrospective
basis. The impact on our previously reported net periodic costs as a result of the retrospective adoption of
this standard results in a reclassification from selling, general and administrative expenses to other income
(expense) of $125 million for the fiscal year ended August 31, 2018,

3 Excludes impairment of $73 million for indefinite-lived pharmacy licenses intangible asset recorded during

the three months ended August 31, 2019, in the Boots reporting unit within the Retail Pharmacy

International segment, which has been presented as “Impairment of goodwill and intangible asset” line.

Store damage and inventory losses as a result of looting in the 1.S., net of insurance recoveries.

No single customer accounted for more than 10% of the Company’s consolidated sales for any of the periods
presented. Substantially all of our retail pharmacy sales are to customers covered by third-party payers (e.g.,
pharmacy benefit managers, insurance companies and governmental agencies) that agree to pay for all or a
portion of a customer’s eligible prescription purchases. In the Retail Pharmacy USA segment, one third-party
payer accounted for approximately 11% of the consolidated sales in fiscal 2020, two third-party payers, in the
aggregate accounted for approximately 22% of the Company’s consolidated sales in fiscal 2019 and three third-
party payers, in the aggregate accounted for approximately 32% of the Company’s consolidated sales in fiscal
2018.

Geographic data for sales is as follows (in millions):

2020 2019 2018
United States $107,701 $104,532 § 98,392
United Kingdom 12,099 12,729 13,297
Europe (excluding the United Kingdom) 17,270 17,009 17,594
Other 2,467 2,597 2,254
Sales $139,537 $136,866 $131,537
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Geographic data for long-lived assets, defined as property, plant and equipment, is as follows (in millions):

2020 2019
United States $10,344  $10,598
United Kingdom 2,294 2,162
Europe (excluding the United Kingdom) 540 521
Other 164 197
Total long-lived assets $13.342 $13478

Note 17. Sales

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

For the years ending August 31,

2020 2019 2018

Retail Pharmacy USA

Pharmacy $ 80481 $ 77,192 §$ 71,055

Retail 27,220 27,340 27,337

Total 107,701 104,532 08,392
Retail Pharmacy International

Pharmacy 3,906 4,080 4,360

Retail 6,098 7,382 7,921

Total 10,004 11,462 12,281
Pharmaceutical Wholesale 23,958 23,053 23,006
Eliminations! (2,126)  (2,180)  (2,142)
Walgreens Boots Alliance, Inc. $139,537 $136,866 $131,537

1 FEliminations relate to intersegment sales between the Pharmaceutical Wholesale and the Retail Pharmacy
International segments.

Contract balances with customers

Contract liabilities primarily represent the Company’s obligation to transfer additional goods or services to a
customer for which the Company has received consideration, for example the Company’s Balance Rewards® and
Boots Advantage Card loyalty programs. Under such programs, customers earn reward points on purchases for
redemption at a later date. See note 1, summary of major accounting policies, for further information on
receivables from contracts with customers.

Note 18. Related parties

The Company has a long-term pharmaceutical distribution agreement with AmerisourceBergen pursuant to
which the Company sources branded and generic pharmaceutical products from AmerisourceBergen principally
for its U.8. operations. Additionally, AmerisourceBergen receives sourcing services for generic pharmaceutical
products.
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Related party transactions with AmerisourceBergen (in millions):

Purchases, net

Trade accounts payable, net

Note 19. Supplementary financial information

2020 2019

2018

$59,569 $57,429 $53,161
$ 6390 $ 6484 $ 6274

Summary of Quarterly Results (Unaudited)
(in millions, except per share amounts)

Fiscal 2020

Sales

Gross profit

Net earnings attributable to Walgreens Boots
Alliance, Inc.

Net earnings per common share:
Basic
Diluted

Cash dividends declared per common share

Fiscal 2019

Sales

Gross profit

Net earnings attributable to Walgreens Boots
Alliance, Inc.

Net earnings per common share:
Basic
Diluted

Cash dividends declared per common share
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Quarter ended
November Febrnary May August  Fiscal year
$34,339  $35820 $34,631 $34,746 $139,537
7,263 7,513 6,438 6,803 28,017
845 946  (1,708) 373 456
$ 095 $ 1.07 $ (195 $ 043 $ 052
0.95 1.07 (1.95) 0.43 0.52
$0.4575 $0.4575 $0.4575 $04675 §$ 1.8400
$33,793  $34,528 $34,591 $33,954 $136,866
7,641 7,754 7,453 7,228 30,076
1,123 1,156 1,025 677 3,982
$ 118 $ 125 § 113 § 075 § 432
1.18 1.24 1.13 0.75 4.31
$0.4400 $0.4400 $0.4400 $0.4580 § 1.7780
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Management’s Report on Internal Control

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rule 13a-15(f). Under the supervision and with the
participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting based on the
framework in fnternal Control — Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). As permitted by the SEC, our assessment of internal
controls over financial reporting excludes internal control over financial reporting of equity method investees.
However, our assessment of internal control over financial reporting with respect to equity method investees did
include controls over the recording of amounts related to our investment that are recorded in the Consolidated
Financial Statements, including controls over the selection of accounting methods for our investments, the
recognition of equity method earnings and losses and the determination, valuation and recording of our
investment account balances.

Based on our evaluation, management concluded that our internal control over financial reporting was effective
as of August 31, 2020. Deloitte & Touche LLP, the Company’s independent registered public accounting firm,
has audited our internal control over financial reporting, as stated in its report which is included herein.

/s/  Stefano Pessina /s/  James Kehoe
Stefano Pessina James Kehoe
Executive Vice Chairman and Chief Executive Vice President and Global Chief
Executive Officer Financial Officer

October 15, 2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of Walgreens Boots Alliance, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Walgreens Boots Alliance, Inc. and
subsidiaries (the “Company”) as of August 31, 2020 and 2019, the related consolidated statements of earnings,
comprehensive income, equity, and cash flows for each of the three years in the period ended August 31, 2020,
and the related notes (collectively referred to as the “financial statements™). In our opinion, the financial
statements present fairly, in all material respects, the financial position of the Company as of August 31, 2020
and 2019, and the results of its operations and its cash flows for each of the three years in the period ended
August 31, 2020, in conformity with accounting principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (PCAOB), the Company’s internal control over financial reporting as of August 31, 2020, based
on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated October 15, 2020, expressed an
unqualified opinion on the Company’s internal control over financial reporting.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, effective September 1, 2019, the Company adopted FASB
Accounting Standards Update 2016-02, Leases (Topic 842), using the modified retrospective approach which
does not require prior periods to be restated.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Qur responsibility is to express
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm
registered with the PCAOB and are required to be independent with respect to the Company in accordance with
the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of
material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Qur audits also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current-period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our
opinion on the financial statements, taken as a whole, and we are not, by communicating the critical audit matters
below, providing separate opinions on the critical audit matters or on the accounts or disclosures to which they
relate.
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Goodwill and Indefinite-Lived Intangible Assets Impairment Evaluation — Boots Reporting Unit, Retail
Pharmacy International-Other Markets {“RPI-Other’’) Reporting Unit, and Boots Indefinite-lived
Intangible Assets — Refer to Notes 1 and 6 to the financial statements

Critical Audit Matter Description

The Company’s evaluation of goodwill and indefinite-lived intangible assets for impairment involves the
comparison of the fair value of each reporting unit or asset to its carrying value. The Company uses the income
and the market approaches to estimate the fair value of its reporting units in its goodwill impairment analysis.
The income approach requires management to make a number of assumptions for each reporting unit including
annual assumptions on future revenue growth, earnings before interest, taxes, depreciation and amortization
(EBITDA) margins and discount rates. The market approach requires management to estimate fair value using
comparable marketplace fair value data from within a comparable industry group. The Company primarily uses
the multi-period excess earnings model and the relief from royalty model to estimate the fair value of the
indefinite-lived intangible assets. Changes in assumptions or the selection of companies in the comparable
industry group could have a significant impact on the valuation of the reporting units and the amount of a
goodwill or indefinite-lived intangible asset impairment charge, if any.

The Company’s goodwill balance was $15.3 billion as of August 31, 2020, of which $1.1 billion relates to the
Boots Reporting Unit and $0.5 billion relates to the RPI-Other (collectively, the Reporting Units). During the 3rd
quarter, management recorded a $1.7 billion impairment charge of Boots goodwill. Management performed its
annual impairment test as of June 1, 2020 and determined that its estimate of the fair value of the Boots
Reporting Unit was in excess of its revised carrying value by a nominal amount and, therefore, no additional
impairment was recognized for the year ended August 31, 2020. Management also concluded the RPI-Other
Reporting Unit fair value was in excess of its carrying value by approximately 4% as of August 31, 2020
compared to 16% as of August 31, 2019.

The Company’s indefinite-lived intangible assets balance was $7.4 billion as of August 31, 2020, of which

$7.2 billion represented Boots indefinite-lived intangible assets. During the 3rd quarter, management recorded a
$0.3 billion impairment charge related to certain of these intangible assets. Management performed its annual
impairment test as of June 1, 2020 and determined that its estimate of the fair value of the Boots indefinite-lived
intangible assets were in excess of their carrying amounts, certain of which by nominal amounts. Management
concluded no additional impairment was recognized for the year ended August 31, 2020.

Management has made significant judgments to estimate the fair value of the Reporting Units and the Boots
indefinite-lived intangible assets. Given the small difference between their fair values and carrying values,
performing audit procedures to evaluate the reasonableness of management’s estimates and assumptions of future
revenue growth, EBITDA margins, the selection of the discount rate, the selection of the royalty rates for the
Boots trade name indefinite-lived intangible assets, and the market multiple selected for the Reporting Units,
specifically due to the current economic environment and the impact of the COVID-19 pandemic, requires a high
degree of auditor judgment and an increased extent of effort, including the need to involve our fair value
specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the fair value of goodwill for the Reporting Units and the Boots indefinite-lived
intangible assets included the following, among others:

s We tested the effectiveness of controls over the goodwill and intangible asset impairment analyses,
including those over the development of forecasts of future revenues, EBITDA margins, and the
selection of royalty rates, market multiples, and discount rates.

*  We evaluated management’s ability to accurately forecast future revenues and EBITDA margins by
comparing actual results to management’s historical forecasts.
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s We evaluated the reasonableness of management’s forecasts of future revenues and EBITDA margins
by performing certain procedures, including:

* Comparing the forecasts to internal communications to management and the Board of Directors.

* Comparing the forecasts to third-party economic research, including discussions with our
economic and industry specialists.

s We performed sensitivity analyses to evaluate the risk of impairment if key assumptions are changed.

*  We evaluated, with the assistance of our fair value specialists, the (1) valuation methodology used for
the Reporting Units’ goodwill and the Boots indefinite-lived intangible assets and (2) the
reasonableness of the related discount rates, by performing certain procedures, including:

+ Comparing the valuation methodologies used to generally accepted valuation practices for each
asset type.

* Evaluating the appropriateness of the Company’s selection of companies in its industry
comparable group for comparability to the Reporting Units.

+ Testing the source information underlying the determination of the discount rate and the
mathematical accuracy of the calculation.

* Developing an independent discount rate and comparing it to the discount rate selected by
management.

Income Taxes — Uncertain Tax Positions — Refer to Notes 1 and 11 to the financial statements
Critical Audit Matter Description

The Company has a complex legal structure involving numerous domestic and foreign locations with constantly
changing tax laws and regulations. The Company’s management is required to interpret and apply these tax laws
and regulations in determining the amount of its income tax liability and provision. When an uncertain tax
position is identified by management, the Company must evaluate whether it is more likely to be sustained than
not on the basis of its technical merits. The Company recognizes a benefit for tax positions using the highest
cumulative tax benefit that is more likely than not to be realized. The Company establishes a liability for
unrecognized tax benefits that do not meet this threshold. The evaluation of each uncertain tax position requires
management to apply specialized skill, knowledge, and significant judgment related to the identified position.
The Company’s liability for unrecognized tax benefits as of August 31, 2020 was $494 million.

Because of the numerous taxing jurisdictions in which the Company files its tax returns and the complexity of tax
laws and regulations, auditing uncertain tax positions and the determination of whether the more likely than not
threshold was met requires a high degree of auditor judgment and increased extent of effort, including the
involvement of our income tax specialists.

How the Critical Audit Matter Was Addressed in the Aundit
Our audit procedures related to unrecognized tax benefits included the following, among others:
s We tested the effectiveness of controls over income taxes, including those over identifying uncertain
tax positions and measuring liabilities.

s We evaluated, with the assistance of our tax specialists, a selection of underlying tax positions to
evaluate the more likely than not principle as it applied to the specific underlying tax position.

s We evaluated, with the assistance of our tax specialists, the Company’s unrecognized tax positions by
performing the following:

* Obtaining management and third-party opinions or memoranda regarding the analysis of uncertain
tax positions and identifying the key judgments and evaluating whether the analysis was
consistent with our interpretation of the relevant laws and regulations.
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* Evaluating the basis for certain intercompany transactions, such as transfer pricing, by comparison
to economic studies performed by management and third-party data.

* Evaluating the matters raised by tax authorities in former and ongoing tax audits and considering
the implications of these matters on open tax years.

* Assessing changes and interpretation of applicable tax law.
/s/ DELOITTE & TOUCHE LLP

Chicago, Illinois
October 15, 2020

We have served as the Company’s auditor since 2002.

-132-

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 157 av 181



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of Walgreens Boots Alliance, Inc.

Opinion on Internal Control over Financial Reporting

We have audited the internal control over financial reporting of Walgreens Boots Alliance, Inc. and subsidiaries
(the “Company™) as of August 31, 2020, based on criteria established in Infernal Control — Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of August 31, 2020, based on criteria established in Internal Control — Integrated Framework (2013)
issued by COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (PCAOB), the consolidated financial statements as of and for the year ended August 31, 2020, of the
Company and our report dated October 15, 2020, expressed an unqualified opinion on those financial statements.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control. Gur responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and
are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and
the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting
was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatemenits.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

/s/ DELOITTE & TOUCHE LLP

Chicago, Illinois
October 15, 2020
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Item 9. Changes in and disagreements with accountants on accounting and financial disclosure

None.

Item 9A. Controls and procedures

Evaluation of disclosure controls and procedures

Management conducted an evaluation of the effectiveness of the design and operation of our disclosure controls
and procedures as of the end of the period covered by this Form 10-K. The controls evaluation was conducted
under the supervision and with the participation of the Company’s management, including its Chief Executive
Officer (“CEO”) and Chief Financial Officer (“CFO”). Based upon the controls evaluation, our CEO and CFO
have concluded that, as of the end of the period covered by this report, our disclosure controls and procedures
were effective to provide reasonable assurance that information required to be disclosed in our Exchange Act
reports is recorded, processed, summarized and reported within the time periods specified by the SEC, and that
such information is accumulated and communicated to management, including the CEQ and CFO, as appropriate
to allow timely decisions regarding required disclosure.

Report on internal control over financial reporting

Management’s report on internal control over financial reporting and the report of Deloitte & Touche LLP, the
Company’s independent registered public accounting firm, related to their assessment of the effectiveness of
internal control over financial reporting are included in Part IT, Item 8 of this Form 10-K and are incorporated in
this Item 9A by reference.

Changes in internal control over financial reporting

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

As aresult of COVID-19, a portion of our global workforce, including employees and extended workforce,
rapidly shifted to a working from home environment beginning in March 2020 and many continue to work
remotely. While our controls were not developed and designed to facilitate or accommodate this shift, we have
evaluated and concluded that these changes to the working environment did not have a material effect on the
Company’s internal control over financial reporting during the most recent quarter.

As we transform our business processes, we continue to make strategic changes in how we perform certain key
business functions. These changes include the continued leveraging of extended workforces via third-party
outsource arrangements as well as our continued implementation of new information systems. Specifically, the
Company is currently implementing a new enterprise resource planning (ERP) system. This project is a multi-
year initiative and is intended to improve the efficiency and effectiveness of certain financial and business
transaction processes, as well as the underlying systems environment. These initiatives are not being
implemented in response to any identified internal control deficiency or weakness. As these changes occur, we
will evaluate quarterly whether such changes materially affect, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

In connection with the evaluation pursuant to Exchange Act Rule 13a-15(d) of the Company’s internal control
over financial reporting (as defined in Exchange Act Rule 13a-15(f)) by the Company’s management, including
its CEO and CFO, no changes during the quarter ended August 31, 2020 were identified that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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Inherent limitations on effectiveness of controls

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

Item 9B. Other information

None.
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PART III

The Company intends to file with the SEC a definitive proxy statement for its next Annual Meeting of
Stockholders (the “Proxy Statement”) pursuant to Regulation 14A not later than 120 days after August 31, 2020.
The information required by Part III (Items 10, 11, 12, 13 and 14) is incorporated by reference to the disclosure
in that Proxy Statement. The Company’s next Annual Meeting of Stockholders is scheduled to be held on
January 28, 2021.

Item 10. Directors, executive officers and corporate governance

The information required by Item 10, with the exception of the information relating to the executive officers of
the Company, which is presented in part I above under the heading “Information about our executive officers,” is
incorporated herein by reference to the Company’s Proxy Statement, including the following sections: Proposal—
1 Election of Directors; and Governance.

The Company has adopted a Code of Conduct and Business Ethics applicable to all employees, officers and
directors that incorporates policies and guidelines designed to deter wrongdoing and to promote honest and
ethical conduct and compliance with applicable laws and regulations. The Company has also adopted a Code of
Ethics for CEO and Financial Executives. This Code applies to and has been signed by the Chief Executive
Officer, the Chief Financial Officer and the Chief Accounting Officer. The Company intends to promptly
disclose on its website in accordance with applicable rules required disclosure of changes to or waivers, if any, of
the Code of Ethics for CEO and Financial Executives or the Code of Conduct and Business Ethics for directors
and executive officers.

Charters of all committees of the Company’s Board of Directors, as well as the Company’s Corporate
Governance Guidelines and Code of Ethics for CEO and Financial Executives and Code of Conduct and Business
Ethics, are available on the Company’s website at investor.walgreensboatsalliance.com or, upon written request
and free of charge, in printed hardcopy form. Written requests should be sent to Walgreens Boots Alliance, Inc.,
Attention: Investor Relations, Mail Stop #1833, 108 Wilmot Road, Deerfield, Illinois 60015.

Item 11. Executive compensation

The information required by Item 11 is incorporated herein by reference to the following sections of the
Company’s Proxy Statement: Director Compensation; Executive Compensation; and Governance.

The material incorporated herein by reference to the material under the caption “Compensation Committee
Report” in the Proxy Statement shall be deemed furnished, and not filed, in this Form 10-K and shall not be
deemed incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Exchange
Act as a result of this furnishing, except to the extent that the Company specifically incorporates it by reference.

Item 12. Security ownership of certain beneficial owners and management and related stockholder matters

The information required by Item 12 is incorporated herein by reference to the following sections of the
Company’s Proxy Statement: Security Ownership of Certain Beneficial Owners and Management; and Equity
Compensation Plan Information.

Item 13. Certain relationships and related transactions and director independence

The information required by Item 13 is incorporated herein by reference to the following sections of the
Company’s Proxy Statement: Related Party Transactions; Director Independence; and Governance.

Item 14. Principal accounting fees and services

The information required by Item 14 is incorporated herein by reference to the following section of the
Company’s Proxy Statement: Independent Registered Public Accounting Firm Fees and Services.
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PART IV

Item 15, Exhibits and financial statement schedules

(a) Documents filed as part of this report:

6]

@

3

Financial statements. The following financial statements, supplementary data and reports of
independent public accountants appear in part 11, item 8 of this Form 10-K and are incorporated herein
by reference.

Consolidated Balance Sheets at August 31, 2020 and 2019

Consolidated Statements of Equity, Earnings, Comprehensive Income and Cash Flows for the years
ended August 31, 2020, 2019 and 2018

Notes to Consolidated Financial Statements

Management’s Report on Internal Control

Report of Independent Registered Public Accounting Firm .
Financial statement schedules and supplementary information

Schedules I, IL II1, IV and V are not submitted because they are not applicable or not required or
because the required information is included in the Financial Statements referenced in (1) above or the
notes thereto.

Exhibits. Exhibits 10.1 through 10.57 constitute management contracts or compensatory plans or
arrangements required to be filed as exhibits pursuant to Item 15(b) of this Form 10-K.

The agreements included as exhibits to this report are included to provide information regarding their
terms and not intended to provide any other factual or disclosure information about the Company or the
other parties to the agreements. The agreements may contain representations and warranties by each of
the parties to the applicable agreement that were made solely for the benefit of the other parties to the
applicable agreement, and:

+  should not in all instances be treated as categorical statements of fact, but rather as a way of
allocating the risk to one of the parties if those statements prove to be inaccurate;

*  may have been qualified by disclosures that were made to the other party in connection with the
negotiation of the applicable agreement, which disclosures are not necessarily reflected in the
agreement;

*  may apply standards of materiality in a way that is different from what may be viewed as material
to you or other investors; and

«  were made only as of the date of the applicable agreement or such other date or dates as may be
specified in the agreement and are subject to more recent developments.

Accordingly, these representations and warranties may not describe the actual state of affairs as of the
date they were made or at any other time.

(b) Exhibits

Exhibit
No.

2.1%

Description SEC Document Reference

Purchase and Option Agreement by and among  Incorporated by reference to Annex B-1 to the

Walgreen Co., Alliance Boots GmbH and AB proxy statement/prospectus forming a part of

Acquisitions Holdings Limited dated June 18, the Registration Statement on Form S-4 (File

2012 and related annexes. No. 333-198768) filed with the SEC pursuant to
Rule 424(b)(3) on November 24, 2014.
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Exhibit
No.

2.2%

23

24

2.5

2.6%

3.1

32

4.1 %*

4.2

Description
Amendment No. 1 to Purchase and Option
Agreement and Walgreen Co. Shareholders
Agreement, dated August 5, 2014, by and
among Walgreen Co., Alliance Boots GmbH,
AB Acquisitions Holdings Limited, Walgreen
Scotland Investments L.P, KKR Sprint
(European II) Limited, KKR Sprint (2006)
Limited and KKR Sprint (KPE) Limited,
Alliance Santé Participations S.A., Stefano
Pessina and Kohlberg Kravis Roberts & Co.
L.P.

Agreement and Plan of Merger, dated

October 17, 2014, by and among Walgreen Co.,
Walgreens Boots Alliance, Inc. and Ontario
Merger Sub, Inc.

Amendment No. 1 to Agreement and Plan of
Merger, dated December 23, 2014, by and
among Walgreen Co., Walgreens Boots
Alliance, Inc. and Ontario Merger Sub, Inc.

Amendment No. 2 to Agreement and Plan of
Merger, dated December 29, 2014, by and
among Walgreen Co., Walgreens Boots
Alliance, Inc. and Ontario Merger Sub, Inc.

Amended and Restated Asset Purchase
Agreement, dated as of September 18, 2017, by
and among Walgreens Boots Alliance, Inc.,
Walgreen Co. and Rite Aid Corporation

Amended and Restated Certificate of

Incorporation of Walgreens Boots Alliance, Inc.

Amended and Restated By-laws of Walgreens
Boots Alliance, Inc.

Indenture, dated as of July 17, 2008, between
Walgreen Co. and Wells Fargo Bank, National
Association, as trustee.

Form of Walgreen Co. 3.100% Note due 2022.
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SEC Document Reference

Incorporated by reference to Annex B-2 to the
proxy statement/prospectus forming a part of
the Registration Statement on Form S-4 (File
No. 333-198768) filed with the SEC pursuant to
Rule 424(b)(3) on November 24, 2014.

Incorporated by reference to Annex A to the
proxy statement/prospectus forming a part of
the Registration Statement on Form S-4 (File
No. 333-198768) filed with the SEC pursuant to
Rule 424(b)(3) on November 24, 2014.

Incorporated by reference to Exhibit 2.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on December 24, 2014.

Incorporated by reference to Exhibit 2.3 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2014 (File No. 1-36759) filed
with the SEC on December 30, 2014.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on September 19, 2017.

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

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

Incorporated by reference to Exhibit 4.3 to
Walgreen Co.’s registration statement on Form
S-3ASR (File No. 333-152315) filed with the
SEC on July 14, 2008.

Incorporated by reference to Exhibit 4.4 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
September 13, 2012.
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Exhibit
No.

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13

Description

Form of Walgreen Co. 4.400% Note due 2042.

Form of Guarantee of Walgreens Boots
Alliance, Inc.

Indenture dated November 18, 2014 among

Walgreens Boots Alliance, Inc. and Wells Fargo

Bank, National Association, as trustee.

Form of 3.300% Notes due 2021.

Form of 3.800% Notes due 2024.

Form of 4.500% Notes due 2034.

Form of 4.800% Notes due 2044,

Form of 2.875% Notes due 2020 (£).

Form of 3.600% Notes due 2025 (£).

Form of 2.125% Notes due 2026 (€).

Indenture, dated as of December 17, 2015,
between Walgreens Boots Alliance, Inc. and
Wells Fargo Bank, National Association, as
trustee

- 139 -

SEC Document Reference

Incorporated by reference to Exhibit 4.5 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
September 13, 2012.

Incorporated by reference to Exhibit 4.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K12B (File No. 1-36759)
filed with the SEC on December 31, 2014.

Incorporated by reference to Exhibit 4.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 18, 2014.

Incorporated by reference to Exhibit 4.5 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 18, 2014.

Incorporated by reference to Exhibit 4.6 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 18, 2014.

Incorporated by reference to Exhibit 4.7 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 18, 2014.

Incorporated by reference to Exhibit 4.8 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 18, 2014.

Incorporated by reference to Exhibit 4.2 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 20, 2014.

Incorporated by reference to Exhibit 4.3 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 20, 2014.

Incorporated by reference to Exhibit 4.4 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 20, 2014.

Incorporated by reference to Exhibit 4.1 to the
Registration Statement on Form S-3 (File No.
333-208587) filed with the SEC on

December 17, 2015.
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Exhibit
No.

4.14

4.15

4.16

4.17

4.18

4.19

4.20

Description

Form of 3.4509% Notes due 2026

Form of 4.650% Notes due 2046

Form of 3.200% Notes due 2030

Form of 4.100% Notes due 2050

Walgreen Co. Shareholders Agreement, dated
as of August 2, 2012, among Walgreen Co.,
Stefano Pessina, KKR Sprint (European II)
Limited, KKR Sprint (2006) Limited and KKR
Sprint (KPE) Limited, Alliance Santé
Participations S.A., Kohlberg Kravis Roberts &
Co. L.P. and certain other investors party
thereto.

Letter Agreement between Stefano Pessina and
Walgreens Boots Alliance, Inc., dated July 23,
2020

Amendment No. 1 to Purchase and Option
Agreement and Walgreen Co. Shareholders
Agreement, dated August 5, 2014, by and
among Walgreen Co., Alliance Boots GmbH,
AB Acquisitions Holdings Limited, Walgreen
Scotland Investments L.P, KKR Sprint
(European II) Limited, KKR Sprint (2006)
Limited and KKR Sprint (KPE) Limited,
Alliance Santé Participations S.A., Stefano
Pessina and Kohlberg Kravis Roberts & Co.
L.P.
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SEC Document Reference

Incorporated by reference to Exhibit 4.5 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on June 1, 2016.

Incorporated by reference to Exhibit 4.6 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on June 1, 2016.

Incorporated by reference to Exhibit 4.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 15, 2020.

Incorporated by reference to Exhibit 4.2 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 15, 2020.

Incorporated by reference to Exhibit 4.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
August 6, 2012.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on July 27, 2020.

Incorporated by reference to Annex B-2 to the
proxy statement/prospectus forming a part of
the Registration Statement on Form S-4 (File
No. 333-198768) filed with the SEC pursuant to
Rule 424(b)(3) on November 24, 2014.
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Exhibit
No.

4.21

4.22
10.1

10.2

10.3

10.4

10.5

10.6

10.7

Description
Amendment No. 2 to Purchase and Option
Agreement and Walgreen Co. Shareholders
Agreement, dated December 31, 2014, as
Amended by Amendment No. 1, dated as of
August 5, 2014, by and among Walgreen Co.,
Alliance Boots GmbH, AB Acquisitions
Holdings Limited, Ontario Holdings WBS
Limited, KKR Sprint (European II) Limited,
KKR Sprint (2006) Limited and KKR Sprint
(KPE) Limited, Alliance Santé Participations
S.A., Stefano Pessina and Kohlberg Kravis
Roberts & Co. L.P.

Description of Registered Securities.

Walgreens Boots Alliance, Inc. Management
Incentive Plan (as amended and restated
effective July 1, 2016).

Walgreens Boots Alliance, Inc. 2013 Omnibus
Incentive Plan (as amended and restated).

Form of Performance Share Award agreement
(effective October 2019).

Form of Performance Share Award agreement
(effective October 2018).

Form of Performance Share Award agreement
(effective October 2017).

Form of Stock Option Award agreement
(effective October 2019).

Form of Stock Option Award agreement
(effective October 2018).
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SEC Document Reference

Incorporated by reference to Exhibit E to the
Schedule 13D filed by Alliance Santé
Participations S.A. (File No. 005-88481) filed
with the SEC on December 31, 2014).

Filed herewith.

Incorporated by reference to Exhibit 10.2 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2016 (File No. 1-36759) filed with
the SEC on October 20, 2016.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on January 19, 2018.

Incorporated by reference to Exhibit 10.3 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.2 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018.

Incorporated by reference to Exhibit 10.5 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2017 (File No. 1-36759) filed with
the SEC on October 25, 2017.

Incorporated by reference to Exhibit 10.6 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.3 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018.
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Exhibit
No.

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

Description
Form of Stock Option Award agreement
(effective October 2017).

Form of Restricted Stock Unit Award
agreement (effective October 2019).

Form of Performance Share Award agreement
for CEO (November 2019).

Form of Performance Share Award agreement
for CEO (November 2018).

Form of Performance Share Award agreement
for CEO (November 2017).

Form of Stock Option Award agreement for
CEO (November 2019).

Form of Stock Option Award agreement for
CEO (November 2018).

Form of Stock Option Award agreement for
CEOQ (November 2017).

Form of Restricted Stock Unit Award
agreement for CEQ (November 2019).
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SEC Document Reference

Incorporated by reference to Exhibit 10.7 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2017 (File No. 1-36759) filed with
the SEC on October 25, 2017.

Incorporated by reference to Exhibit 10.20 to
Walgreens Boots Alliance, Inc.”s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.10 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.5 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018,

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2017 (File No. 1-36759) filed
with the SEC on January 4, 2018.

Incorporated by reference to Exhibit 10.14 to
Walgreens Boots Alliance, Inc.”s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.6 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018.

Incorporated by reference to Exhibit 10.2 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2017 (File No. 1-36759) filed
with the SEC on January 4, 2018.

Incorporated by reference to Exhibit 10.18 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.
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Exhibit
No.

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

Description
Form of Restricted Stock Unit Award

agreement for Executive Chairman (November
2019).

Form of Restricted Stock Unit Award
agreement for Executive Chairman (November
2018).

Form of Restricted Stock Unit Award
agreement for Executive Chairman (November
2017).

Form of Restricted Stock Unit Award
agreement (September 2019).

Form of Restricted Stock Unit Award
agreement for James Kehoe (June 2018).

Form of Amendment to Stock Option Award
agreements.

Amendments to certain Omnibus Plan Award
agreements (October 2018).

UK Sub-Plan under the Walgreens Boots
Alliance, Inc. 2013 Omnibus Incentive Plan.

Form of Stock Option Award agreement under
UK Sub-plan (effective October 2019).
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SEC Document Reference

Incorporated by reference to Exhibit 10.19 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.7 to
Walgreens Boots Alliance, Inc.”s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018.

Incorporated by reference to Exhibit 10.3 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2017 (File No. 1-36759) filed
with the SEC on January 4, 2018.

Incorporated by reference to Exhibit 10.24 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019

Incorporated by reference to Exhibit 10.18 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K (File No. 1-36759) filed
with the SEC on October 11, 2018,

Incorporated by reference to Exhibit 10.11 to
Walgreen Co.’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2014 (File
No. 1-00604) filed with the SEC on October 20,
2014.

Incorporated by reference to Exhibit 10.7 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on October 26, 2018.

Incorporated by reference to Exhibit 10.16 to
Walgreens Boots Alliance, Inc.”s Annual
Report on Form 10-K (File No. 1-36759) filed
with the SEC on October 28, 2015.

Incorporated by reference to Exhibit 10.29 to
Walgreens Boots Alliance, Inc.”s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.
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Exhibit
No.

10.26

10.27

10.28

10.26

10.30

10.31

10.32

1033

10.34

10.35

10.36

Description
Form of Stock Option Award agreement under
UK Sub-plan (effective October 2018).

Form of Stock Option Award agreement under
UK Sub-plan (effective October 2017).

Walgreen Co. Long-Term Performance
Incentive Plan (amendment and restatement of
the Walgreen Co. Restricted Performance Share
Plan).

Walgreen Co. Long-Term Performance
Incentive Plan Amendment No. 1 (effective
January 10, 2007).

Walgreen Co. Long-Term Performance
Incentive Plan Amendment No. 2.

Walgreen Co. Executive Stock Option Plan (as
amended and restated effective January 13,
2010).

Walgreen Co. 2002 Executive Deferred
Compensation/Capital Accumulation Plan.

Amendment to the Walgreen Co. 2002 et. al.
Executive Deferred Compensation/Capital
Accumulation Plans.

Walgreen Co. 2006 Executive Deferred
Compensation/Capital Accumulation Plan
(effective January 1, 2006).

Walgreen Co. 2011 Executive Deferred
Compensation Plan.

Amendment No. 1 to the Walgreen Co. 2011
Executive Deferred Compensation Plan.
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SEC Document Reference

Incorporated by reference to Exhibit 10.4 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
November 30, 2018 (File No. 1-36759) filed
with the SEC on December 20, 2018.

Incorporated by reference to Exhibit 10.24 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2017 (File No. 1-36759) filed with
the SEC on October 25, 2017.

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
January 11, 2007.

Incorporated by reference to Exhibit 10.2 to
Walgreen Co.’s Quarterly Report on Form 10-Q
for the quarter ended February 28, 2007 (File
No. 1-00604).

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
April 14, 2011.

Incorporated by reference to Exhibit 99.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
January 20, 2010.

Incorporated by reference to Exhibit 10(g) to
Walgreen Co.’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2002 (File
No. 1-00604).

Incorporated by reference to Exhibit 10.3 to
Walgreen Co.’s Quarterly Report on Form 10-Q
for the fiscal quarter ended February 28, 2009
(File No. 1-00604).

Incorporated by reference to Exhibit 10(b) to
Walgreen Co.’s Quarterly Report on Form 10-Q
for the fiscal quarter ended November 30, 2005
(File No. 1-00604).

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
November 12, 2010.

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
January 19, 2011.
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Exhibit
No.

10.37

10.38

10.39

10.40

1041

1042

1043

10.44

10.45

10.46

Description
Walgreens Boots Alliance, Inc. Executive

Retirement Savings Plan (as amended and
restated effective January 1, 2020).

Share Walgreens Stock Purchase/Option Plan
(effective October 1, 1992), as amended.

Share Walgreens Stock Purchase/Option Plan
Amendment No. 4 (effective July 15, 2005), as
amended.

Share Walgreens Stock Purchase/Option Plan
Amendment No. 5 (effective October 11, 2006).

Walgreens Boots Alliance, Inc. Executive
Severance and Change in Control Plan (as
amended and restated effective August 6, 2019).

Offer Letter agreement between Stefano Pessina
and Walgreens Boots Alliance, Inc.

Offer letter agreement dated as of March 6,
2018 between James Kehoe and Walgreens
Boots Alliance, Inc.

Service Agreement between Boots UK Limited
and Alex Gourlay, dated January 29, 2009.

Letter Agreement between Alliance Boots
Management Services Limited and Alex
Gourlay, dated June 28, 2010.

Employment Agreement between Alliance
UniChem Plc and Ornella Barra dated
December 10, 2002,
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SEC Document Reference

Incorporated by reference to Exhibit 10.43 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10(d) to
Walgreen Co.’s Quarterly Report on Form 10-Q
for the quarter ended February 28, 2003 (File
No. 1-00604).

Incorporated by reference to Exhibit 10¢h)(ii) to
Walgreen Co.’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2005 (File
No. 1-00604).

Incorporated by reference to Exhibit 10(b) to
Walgreen Co.’s Quarterly Report on Form 10-Q
for the quarter ended November 30, 2006 (File
No. 1-00604).

Incorporated by reference to Exhibit 10.47 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.

Incorporated by reference to Exhibit 10.29 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on March 8, 2018.

Incorporated by reference to Exhibit 10.18 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.

Incorporated by reference to Exhibit 10.19 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.

Incorporated by reference to Exhibit 10.20 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.
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Exhibit
No.

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

Description
Agreement among Alliance Boots ple, Alliance

UniChem Plc and Ornella Barra, dated July 31,
2006.

Novation of Service Agreement among Alliance
Boots Holdings Limited, Alliance Boots
Management Services MC S.A.M and Ornella
Barra, dated June 1, 2013.

Walgreens Boots Alliance, Inc. Long-Term
Global Assignment Relocation Policy

Secondment Agreement dated September 27,
2013 between Alliance Boots Management
Services Limited and Walgreen Co.

Assignment Letter dated September 27, 2013
between Alexander Gourlay and Alliance Boots
Management Services Ltd.

Extension, dated January 27, 2016, to
Assignment Letter between Alexander Gourlay
and Walgreens Boots Alliance Services Limited
(formerly Alliance Boots Management Services
Ltd.).

Extension, dated as of March 27, 2017, to
Assignment Letter between Alexander Gourlay
and Walgreens Boots Alliance Services Limited
(formerly Alliance Boots Management Services
Ltd.).

Extension, dated as of July 13, 2017, to
Assignment Letter between Alexander Gourlay
and Walgreens Boots Alliance Services Limited
(formerly Alliance Boots Management Services
Ltd.).

Extension, dated as of August 1, 2018, to
Assignment Letter between Alexander Gourlay
and Walgreens Boots Alliance Services
Limited.

Extension, effective as of October 22, 2019, to
Assignment Letter between Alexander Gourlay
and Walgreens Boots Alliance Services
Limited.
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SEC Document Reference

Incorporated by reference to Exhibit 10.21 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.

Incorporated by reference to Exhibit 10.22 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2015 (File No. 1-36759) filed with
the SEC on April 9, 2015.

Incorporated by reference to Exhibit 10.68 to
Walgreens Boots Alliance, Inc.”s Annual
Report on Form 10-K (File No. 1-36759) filed
with the SEC on October 28, 2015.

Incorporated by reference to Exhibit 10.52 to
Walgreen Co.’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2013 (File
No. 1-00604).

Incorporated by reference to Exhibit 10.53 to
Walgreen Co.’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2013 (File
No. 1-00604).

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on February 1, 2016.

Incorporated by reference to Exhibit 10.6 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2017 (File No. 1-36759) filed with
the SEC on April 5, 2017.

Incorporated by reference to Exhibit 10.62 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2017 (File No. 1-36759) filed with
the SEC on October 25, 2017.

Incorporated by reference to Exhibit 10.8 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on October 26, 2018.

Incorporated by reference to Exhibit 10.62 to
Walgreens Boots Alliance, Inc.’s Annual
Report on Form 10-K for the year ended
August 31, 2019 (File No. 1-36759) filed with
the SEC on October 28, 2019.
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Exhibit
No.

10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

Description
Extension, dated as of July 1, 2020, to
Assignment Letter between Alexander Gourlay

and Walgreens Boots Alliance Services
Limited.

Shareholders’ Agreement, dated as of August 2,
2012, by and among Alliance Boots GmbH, AB
Acquisition Holdings Limited and Walgreen
Co.

Framework Agreement, dated as of March 18,
2013, by and among Walgreen Co., Alliance
Boots GmbH and AmerisourceBergen
Corporation.

Shareholders Agreement, dated as of March 18,
2013, by and among Walgreen Co., Alliance
Boots GmbH and AmerisourceBergen
Corporation.

Revolving Credit Agreement, dated as of
August 29, 2018, by and among Walgreens
Boots Alliance, Inc., the lenders and letter of
credit issuers from time to time party thereto,
Wells Fargo Bank, National Association, as
administrative agent, and the joint lead

arrangers, joint bookrunners and co-syndication.

Credit Agreement, dated as of November 30,
2018, by and among Walgreens Boots Alliance,
Inc., the lenders from time to time party thereto
and Sumitomo Mitsui Banking Corporation, as
sole lead arranger and administrative agent.

Amendment No. 1 to Credit Agreement, dated
as of March 25, 2019, by and between
Walgreens Boots Alliance, Inc. and Sumitomo
Mitsui Banking Corporation, as sole lead
arranger and administrative agent, amending
that certain Credit Agreement, dated as of
November 30, 2018, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto, and Sumitomo Mitsui
Banking Corporation, as sole lead arranger and
administrative agent.

Amendment No. 2 to Credit Agreement, dated
as of April 2, 2020, by and among Walgreens
Boots Alliance, Inc. and Sumitomo Mitsui
Banking Corporation, as administrative agent
and sole lender.
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SEC Document Reference

Incorporated by reference to Exhibit 10.6 to
Walgreens Boots Alliance, Inc.’s Quarterly
Report on Form 10-Q for the quarter ended
May 31, 2020 (File No. 1-36759) filed with the
SEC on July 9, 2020.

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
August 6, 2012.

Incorporated by reference to Exhibit 10.1 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
March 20, 2013.

Incorporated by reference to Exhibit 10.2 to
Walgreen Co.’s Current Report on Form 8-K
(File No. 1-00604) filed with the SEC on
March 20, 2013.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on August 30, 2018.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on December 6, 2018.

Incorporated by reference to Exhibit 10.5 to
Walgreens Boots Alliance, Inc.”s Quarterly
Report on Form 10-Q for the quarter ended
February 28, 2016 (File No. 1-36759) filed with
the SEC on April 2, 2019.

Incorporated by reference to Exhibit 10.3 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 6, 2020.
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Exhibit
No.

10.65

10.66

10.67

10.68

10.65

10.70

10.71

10.72

10.73

Description
Revolving Credit Agreement, dated as of
December 21, 2018, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto and Bank of America, N.A,
as administrative agent.

364-Day Revolving Credit Agreement, dated as
of January 18, 2019, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto and Mizuho Bank, Ltd., as
administrative agent.

Extension Agreement, dated as of December 18,
2019, by and among Walgreens Boots Alliance,
Inc., the lenders party thereto and Mizuho Bank,
Ltd., as administrative agent.

Revolving Credit Agreement, dated as of
August 30, 2019, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto and HSBC Bank USA, N.A.,
as administrative agent, and HSBC Securities
(USA), Inc., as sole lead arranger.

Revolving Credit Agreement, dated as of
August 30, 2019, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto and Citibank, N.A., as
administrative agent and sole lead arranger.

Revolving Credit Agreement, dated as of
August 30, 2019, by and among Walgreens
Boots Alliance, Inc., the lenders from time to
time party thereto and UniCredit Bank AG,
New York Branch, as administrative agent.

Revolving Credit Agreement, dated as of
April 1, 2020, by and among Walgreens Boots
Alliance, Inc., the lenders from time to time
party thereto and JPMorgan Chase Bank, N.A.,
as administrative agent.

Revolving Credit Agreement, dated as of
April 2, 2020, by and among Walgreens Boots
Alliance, Inc., the lenders from time to time
party thereto and JPMorgan Chase Bank, N.A.,
as administrative agent.

Amended and Restated Revolving Credit
Agreement, dated as of April 2, 2020, by and
among Walgreens Boots Alliance, Inc. and
Wells Fargo Bank, National

- 148 -

SEC Document Reference

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on December 26, 2018.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on January 22, 2019.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on December 18, 2019.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on September 4, 2019.

Incorporated by reference to Exhibit 10.2 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on September 4, 2019.

Incorporated by reference to Exhibit 10.3 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 001-36759) filed
with the SEC on September 4, 2019.

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 6, 2020.

Incorporated by reference to Exhibit 10.2 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 6, 2020.

Incorporated by reference to Exhibit 10.4 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 6, 2020.
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Exhibit
No.

10.74

21
231
31.1

312

321

322

101.INS

101.8CH
101.CAL

101.DEF

101.LAB

Description
Revolving Credit Agreement, dated as of
April 7, 2020, by and among Walgreens Boots
Alliance, Inc., WBA Financial Services
Limited, the lenders from time to time party
thereto and HSBC Bank plc, as administrative
agent.

Subsidiaries of the Registrant.
Consent of Deloitte & Touche LLP.

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

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

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

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

XBRL. Instance Document (The following
financial information from this Annual Report
on Form 10-K for the fiscal year ended

August 31, 2020 formatted in Inline XBRL
(Extensive Business Reporting Language)
includes: (i) the Consolidated Balance Sheets;
(ii) the Consolidated Statements of Equity; (iii)
the Consolidated Statement of Earnings; (iv) the
Consolidated Statements of Comprehensive
Income; (v) the Consolidated Statements of
Cash Flows; and (vi) Notes to Financial
Statements).

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation
Linkbase Document

XBRL Taxonomy Extension Definition
Linkbase Document

XBRL Taxonomy Extension Label Linkbase
Document
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SEC Document Reference

Incorporated by reference to Exhibit 10.1 to
Walgreens Boots Alliance, Inc.’s Current
Report on Form 8-K (File No. 1-36759) filed
with the SEC on April 7, 2020.

Filed herewith.
Filed herewith.
Filed herewith.

Filed herewith.

Furnished herewith.

Furnished herewith.

Filed herewith.

Filed herewith.
Filed herewith.

Filed herewith.

Filed herewith.
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Exhibit
No. Description SEC Document Reference
101.PRE XBRL Taxonomy Extension Presentation Filed herewith.
Linkbase Document
104 Cover Page Interactive Data File (formatted as ~ Filed herewith.

Inline XBRL document and included in
Exhibit 101)

*  Schedules and exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. Copies of any
omitted schedule or exhibit will be furnished supplementally to the SEC upon request.

#%  Other instruments defining the rights of holders of long-term debt of the registrant and its consolidated
subsidiaries may be omitted from Exhibit 4 in accordance with Ttem 601(b)(4)(iii)(A) of Regulation S-K.
Copies of any such agreements will be furnished supplementally to the SEC upon request.

Item 16. Form 10-K summary

None.

- 150 -

11.08.2022 Kkl 14:32 Brgnngysundregistrene Side 175 av 181



- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 912672719

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

WALGREENS BOOTS ALLIANCE, INC.

October 15, 2020 By: /s/ James Kehoe

James Kehoe
Executive Vice President and Global Chief
Financial Officer

Pursuant to the requirements of the Securities and Exchange Act of 1934 this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Name Title Date

/s/ Stefano Pessina Executive Vice Chairman and Chief October 15, 2020
Executive Officer (Principal Executive
Officer) and Director

Stefano Pessina

/s/ James Kehoe Executive Vice President and Global October 15, 2020
James Kehoe Chief Financial Officer (Principal

Financial Officer)
/s/ Heather Dixon Senior Vice President, Global Controller October 15, 2020
Heather Dixon and Chief Accounting Officer (Principal

Accounting Officer)

/s/ James A. Skinner Executive Chairman October 15, 2020
James A. Skinner

/s/ José E. Almeida Director October 15, 2020
José E. Almeida

/s/ Janice M. Babiak Director October 15, 2020
Janice M. Babiak

/s/ David J. Brailer Director October 15, 2020
David J. Brailer

/s/ William C. Foote Director October 15, 2020
William C. Foote

/s/ Ginger L. Graham Director October 15, 2020
Ginger L. Graham

/s/ John A. Lederer Director October 15, 2020
John A. Lederer

/s/ Dominic P. Murphy Director October 15, 2020
Dominic P. Murphy

/s/ Nancy M. Schlichting Director October 15, 2020
Nancy M. Schlichting
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For Our Stockholders

Support Off'ce

Walgreens Boots Alliance, Inc.
108 Wilmot Road

Deerfield, llinois 60015
+1(847} 315-3700

Stock Market L'strg
The Nasdaq Stock Market LLC
Symbol: WBA

Arrusl Meetrg of Stockholcers
The Annual Meeting of Stockholders will
be held virtually on Thursday, January 28,
2021, 8:00 am. Central time. Information
regarding how to attend will be included
in the proxy materials for the virtual Annual
Meeting. All stockholders of record as of
the close of business on November 30,
2020 will be sent a formal notice of the
meeting and proxy materials.

Irvestor Irformat or
As of August 31, 2020, Walgreens Boots

Alliance, Inc. had approximately 50,600
stockholders of record.

Investor information is available at
investorwalgreensbootsalliance.com. The
following documents are available on the
investor site: a copy of our Annual Report
on Form 10-K, incduding the related financial
statements and the financial statement
schedules, charters of all committees of the
board of directors, our code of conduct and

cllowing graph compares the five

cumulative total return of Walgreens Boots
Alliance, Inc. commen stock with the S&P 500
Index, S&P 500 Health Care Index and S&P

500 Food & Staples iling Index. Tt

business ethics, our code of ethics for

the CEQ and financial executives, corporate
governance guidelines, financial press
releases, proxy statements, SEC filings

and the Annual Report to Stockholders.
These and other reports may also be
obtained without charge upon request to:

Investor Relations

Walgreens Boots Alliance, Inc.
108 Wilmot Road, Mail Stop #1849
Deerfield, lllinois 60015

+1(847) 315-2922
Investorrelations@wba.com

Walgreens Boots Alliance, Inc. has
provided the certifications of the Chief
Executive Officer and Chief Financial
Officer pursuant to Secticn 302 of the
Sarbanes-Oxley Act as Exhibit 31tc its
Annual Report on Form 10-K.

Electror'c Delvery

To receive proxy statements,

annual reports and related materials
electronically, refer to the proxy
statement sent to stockholders with this
annual report. After January 28, 2021,
contact our Investor Relations team

at +1 (847} 315-2922 or go to investor.
walgreensbootsalliance.com/contact-us
to request electronic delivery.

D'vcerc Faymert Dates
Walgreens Boots Alliance, Inc.
typically pays dividends in March,

assumes a $100.00 investment made August 31,

2015, and the

nvestment of all dividends. The

historical performance of our commen stock is net
necessarily indicative of future stock performance

Value of Investment as of August 31

Walgreens Baots Alliance, Inc

S&P 500 In

S&P 500 Health Care Index

S&P 500 Food & Staples Retailing Index

2015 2016

June, September and December.
Checks are customarily mailed
on or around the 12th of each

of these months.

Trarsfer Agert arc Reg'strar
For assistance on matters such

as lost shares or name changes
on shares, please contact:

EQ Shareowner Services

110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120-4100
www.shareowneronline.com

Drect Stock Purchase Flar

EG Shareowner Services sponsors and
administers a direct stock purchase plan
called Shareowner Services Plus Plan.

It is a convenient methed of acquiring
additional Walgreens Boots Alliance stock
through the reinvestment of dividends,
opticnal cash payments, or both.

For a plan prospectus and enrcliment
form, please call EQ Sharecwner
Services at +1(888} 368-7346 and

allow 1-2 weeks for delivery, or go to
www.shareowneronline.com to enroll
cnline, or download the enrcliment form
and prospectus. General inquiries to EQ
Sharecwner Services regarding your
Walgreens Boots Alliance, Inc. stock
should also be directed to

+1(388) 368-7346.

2018 2019 2020

$ 100.00
$ 100.00
$ 100.00
$ 100.00

¢ 94.97
$ 1255
$ 104.97
$ 109.55

$ 8414
$ 156.55
$ 13868
$ 14278

$

$
$
$

64.65

16112
13788
16179

$ 4993
$ 196.47
$ 168.96
$ 189.32
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Alliance\p'-{
Healthcare

Bringing heaithcare closer

Contact us

Walgreens Boots Alliance, Inc.
108 Wilmot Road

Deerfield, IL 60015

USA

+1(847) 315-3700

o
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