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PART I. FINANCIAL INFORMATION
 

Item 1. Financial Statements

WAL-MART STORES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(Amounts in millions except per share data)

 

    
Three Months Ended

October 31,    
Nine Months Ended

October 31,  
     2009     2008     2009     2008  
Revenues:         

Net sales    $98,667     $97,619     $292,220     $293,207  
Membership and other income      744       726       2,343       2,420  

                                

     99,411       98,345       294,563       295,627  

Costs and expenses:         
Cost of sales      73,805       73,621       219,346       222,111  
Operating, selling, general and administrative expenses      20,013       19,432       58,525       57,095  

                                

Operating income      5,593       5,292       16,692       16,421  
                                

Interest:         
Debt      442       464       1,337       1,402  
Capital leases      68       73       206       222  
Interest income      (35)     (81)     (128)     (216) 

                                

Interest, net      475       456       1,415       1,408  
                                

Income from continuing operations before income taxes      5,118       4,836       15,277       15,013  
Provision for income taxes      1,758       1,690       5,214       5,186  

                                

Income from continuing operations      3,360       3,146       10,063       9,827  
(Loss) income from discontinued operations, net of tax      (7)     105       (22)     146  

                                

Consolidated net income      3,353       3,251       10,041       9,973  
Less consolidated net income attributable to noncontrolling interest      (114)     (113)     (338)     (365) 

                                

Consolidated net income attributable to Walmart    $ 3,239     $ 3,138     $ 9,703     $ 9,608  
      

 
     

 
     

 
     

 

Basic net income per common share:         
Basic income per share from continuing operations attributable to Walmart    $ 0.84     $ 0.77     $ 2.50     $ 2.40  
Basic income per share from discontinued operations attributable to Walmart      —         0.03       —         0.04  

                                

Basic net income per share attributable to Walmart    $ 0.84     $ 0.80     $ 2.50     $ 2.44  
      

 
     

 
     

 
     

 

Diluted net income per common share:         
Diluted income per share from continuing operations attributable to Walmart    $ 0.84     $ 0.77     $ 2.50     $ 2.39  
Diluted income (loss) per share from discontinued operations attributable to Walmart      —         0.03       (0.01)     0.04  

                                

Diluted net income per share attributable to Walmart    $ 0.84     $ 0.80     $ 2.49     $ 2.43  
      

 
     

 
     

 
     

 

Weighted-average number of common shares:         
Basic      3,851       3,931       3,887       3,944  
Diluted      3,861       3,944       3,897       3,956  

Dividends declared per common share    $ —       $ —       $ 1.09     $ 0.95  
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WAL-MART STORES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(Amounts in millions)

 

    
October 31,

2009    
October 31,

2008    
January 31,

2009  
ASSETS       

Current assets:       
Cash and cash equivalents    $ 6,003     $ 5,920     $ 7,275  
Receivables      3,776       3,250       3,905  
Inventories      38,775       40,416       34,511  
Prepaid expenses and other      3,249       3,245       3,063  
Current assets of discontinued operations      145       262       195  

                        

Total current assets      51,948       53,093       48,949  

Property and equipment, at cost:       
Property and equipment, at cost      135,152       125,173       125,820  
Less accumulated depreciation      (36,716)     (31,467)     (32,964) 

                        

Property and equipment, net      98,436       93,706       92,856  

Property under capital lease:       
Property under capital lease      5,618       5,420       5,341  
Less accumulated amortization      (2,833)     (2,581)     (2,544) 

                        

Property under capital lease, net      2,785       2,839       2,797  

Goodwill      16,162       15,416       15,260  
Other assets and deferred charges      3,603       2,789       3,567  

                        

Total assets    $172,934     $167,843     $ 163,429  
      

 
     

 
     

 

LIABILITIES AND EQUITY       
Current liabilities:       
Commercial paper and other short-term borrowings    $ 5,239     $ 7,932     $ 1,506  
Accounts payable      30,920       30,782       28,849  
Dividends payable      1,021       993       —    
Accrued liabilities      16,638       15,343       18,112  
Accrued income taxes      810       355       677  
Long-term debt due within one year      4,169       4,753       5,848  
Obligations under capital leases due within one year      344       314       315  
Current liabilities of discontinued operations      38       152       83  

                        

Total current liabilities      59,179       60,624       55,390  

Long-term debt      34,394       30,803       31,349  
Long-term obligations under capital leases      3,207       3,268       3,200  
Deferred income taxes and other      6,202       5,575       6,014  
Redeemable noncontrolling interest      310       —         397  

Commitments and contingencies       

Equity:       
Common stock and capital in excess of par value      4,134       4,219       4,313  
Retained earnings      64,105       59,809       63,660  
Accumulated other comprehensive (loss) income      (551)     1,511       (2,688) 

                        

Total Walmart shareholders’ equity      67,688       65,539       65,285  
                        

Noncontrolling interest      1,954       2,034       1,794  
                        

Total equity      69,642       67,573       67,079  
                        

Total liabilities and equity    $172,934     $167,843     $ 163,429  
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WAL-MART STORES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(Amounts in millions)

 

    
Nine Months Ended

October 31,  
     2009     2008  
Cash flows from operating activities:     

Consolidated net income    $10,041     $ 9,973  
Loss (income) from discontinued operations, net of tax      22       (146) 

                

Income from continuing operations      10,063       9,827  
Adjustments to reconcile income from continuing operations to net cash provided by operating activities:     

Depreciation and amortization      5,255       5,054  
Other      225       637  
Changes in certain assets and liabilities, net of effects of acquisitions:     

Decrease in accounts receivable      540       394  
Increase in inventories      (3,415)     (5,655) 
Increase in accounts payable      1,028       914  
Decrease in accrued liabilities      (1,256)     (745) 

                

Net cash provided by operating activities      12,440       10,426  

Cash flows from investing activities:     
Payments for property and equipment      (8,885)     (8,174) 
Proceeds from disposal of property and equipment      265       779  
Proceeds from disposal of certain international operations      —         838  
Investment in international operations, net of cash acquired      —         (74) 
Other investing activities      (41)     (166) 

                

Net cash used in investing activities      (8,661)     (6,797) 

Cash flows from financing activities:     
Increase in commercial paper and other short-term borrowings, net      3,475       2,949  
Proceeds from issuance of long-term debt      5,465       5,568  
Payment of long-term debt      (4,799)     (5,064) 
Dividends paid      (3,179)     (2,814) 
Purchase of Company stock      (5,105)     (3,521) 
Purchase of redeemable noncontrolling interest      (456)     —    
Other financing activities      (327)     (165) 

                

Net cash used in financing activities      (4,926)     (3,047) 

Effect of exchange rates on cash      (125)     (231) 
                

Net (decrease) increase in cash and cash equivalents      (1,272)     351  
Cash and cash equivalents at beginning of year (1)      7,275       5,569  

                

Cash and cash equivalents at end of period    $ 6,003     $ 5,920  
      

 
     

  
(1) Includes cash and cash equivalents of discontinued operations of $77 million at January 31, 2008.
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WAL-MART STORES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1 Basis of Presentation

The Condensed Consolidated Balance Sheets of Wal-Mart Stores, Inc. and its subsidiaries (“Walmart,” the “Company” or “we”) as of October 31, 2009 and 2008, the related
Condensed Consolidated Statements of Income for the three- and nine-month periods ended October 31, 2009 and 2008, and the related Condensed Consolidated Statements of
Cash Flows for the nine-month periods ended October 31, 2009 and 2008, are unaudited. The Condensed Consolidated Balance Sheet as of January 31, 2009, is derived from the
Company’s audited Consolidated Balance Sheet at that date.

The Company’s operations in Argentina, Brazil, Chile, China, Costa Rica, El Salvador, Guatemala, Honduras, India, Japan, Mexico, Nicaragua and the United Kingdom are
consolidated using a December 31 fiscal year end, generally due to statutory reporting requirements. The Company’s operations in Canada and Puerto Rico are consolidated using a
January 31 fiscal year end.

In the opinion of management, all adjustments necessary for a fair presentation of the Condensed Consolidated Financial Statements have been included. Such adjustments
are of a normal recurring nature. Interim results are not necessarily indicative of results for a full year.

The Condensed Consolidated Financial Statements and notes thereto are presented in accordance with the rules and regulations of the Securities and Exchange Commission
(the “SEC”) and do not contain certain information included in the Company’s Annual Report to Shareholders for the fiscal year ended January 31, 2009. Therefore, the interim
Condensed Consolidated Financial Statements should be read in conjunction with that Annual Report to Shareholders.

In connection with the Company’s finance transformation project, we reviewed and adjusted the classification of certain revenue and expense items within our Condensed
Consolidated Statements of Income for financial reporting purposes. The reclassifications did not impact operating income or consolidated net income attributable to Walmart. The
changes were effective February 1, 2009 and have been reflected in all prior periods presented.

2 Net Income Per Common Share

Basic net income per common share attributable to Walmart is based on the weighted-average number of outstanding common shares. Diluted net income per common share
attributable to Walmart is based on the weighted-average number of outstanding common shares adjusted for the dilutive effect of stock options and other share-based awards. The
dilutive effect of outstanding stock options and other share-based awards was 10 million shares for the three and nine months ended October 31, 2009; and 13 million and
12 million shares for the three and nine months ended October 31, 2008, respectively. The Company had approximately 22 million and 1 million stock options outstanding at
October 31, 2009 and 2008, respectively, which were not included in the diluted net income per share calculation because their effect would be antidilutive.

For purposes of determining consolidated net income per common share attributable to Walmart, income from continuing operations attributable to Walmart and the (loss)
gain from discontinued operations, net of tax, are as follows:
 

    
Three Months Ended

October 31,    
Nine Months Ended

October 31,  
(Amounts in millions)        2009            2008            2009             2008     
Income from continuing operations    $ 3,360     $ 3,146     $10,063     $ 9,827  
Less consolidated net income attributable to noncontrolling interest      (114)     (113)     (338)     (365) 

                                

Income from continuing operations attributable to Walmart      3,246       3,033       9,725       9,462  
(Loss) income from discontinued operations, net of tax      (7)     105       (22)     146  

                                

Consolidated net income attributable to Walmart    $ 3,239     $ 3,138     $ 9,703     $ 9,608  
      

 
     

 
     

 
     

 

Beginning February 1, 2009, unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are
participating securities and are included in the computation of earnings per share. The adoption of this policy, as a result of changes in accounting standards, did not have, and is not
expected to have, a material impact on basic or diluted earnings per share.
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3 Inventories

The Company values inventories at the lower of cost or market as determined primarily by the retail method of accounting, using the last-in, first-out (“LIFO”) method for
substantially all of the Walmart U.S. segment’s merchandise inventories. The Sam’s Club segment’s merchandise and merchandise in our distribution warehouses are valued based
on the weighted-average cost using the LIFO method. Inventories of foreign operations are primarily valued by the retail method of accounting, using the first-in, first-out (“FIFO”)
method. At October 31, 2009 and 2008, our inventories valued at LIFO approximate those inventories as if they were valued at FIFO.

4 Long-Term Debt

On March 27, 2009, the Company issued and sold £1.0 billion of 5.625% Notes Due 2034 at an issue price equal to 98.981% of the notes’ aggregate principal amount.
Interest started accruing on the notes on March 27, 2009. The Company will pay interest on the notes on March 27 and September 27 of each year, commencing on September 27,
2009. The notes will mature on March 27, 2034. The notes are senior, unsecured obligations of Walmart.

On May 21, 2009, the Company issued and sold $1.0 billion of 3.20% Notes Due 2014 at an issue price equal to 99.987% of the notes’ aggregate principal amount. Interest
started accruing on the notes on May 21, 2009. The Company will pay interest on the notes on May 15 and November 15 of each year, commencing on November 15, 2009. The
notes will mature on May 15, 2014. The notes are senior, unsecured obligations of Walmart.

On July 27, 2009, the Company issued and sold $500 million of 6.200% Notes Due 2038 at an issue price equal to 106.001% of the notes’ aggregate principal
amount. Interest started accruing on the notes on April 15, 2009. The Company will pay interest on the notes on April 15 and October 15 of each year, commencing on October 15,
2009. The notes will mature on April 15, 2038. The notes are senior, unsecured obligations of Walmart.

On August 6, 2009, the Company issued and sold ¥83.1 billion of its Japanese Yen Bonds—Third Series (2009) (the “Fixed Rate Bonds”) and its ¥16.9 billion of its Japanese
Yen Floating Rate Bonds—Second Series (2009) (the “Floating Rate Bonds”) at an issue price, in the case of each issue of bonds, equal to the face amount of the bonds and used the
proceeds to reduce a portion of its outstanding Yen credit facility. The Fixed Rate Bonds bear interest at a rate of 1.49% per annum. The Floating Rate Bonds bear interest at a
floating rate of interest equal to an applicable six-month Yen LIBOR for each interest period plus 0.60%, with an initial interest rate of 1.235%. Interest started accruing on the
bonds on August 6, 2009. The Company will pay interest on the bonds on February 6 and August 6 of each year, commencing on February 6, 2010. The notes will mature on
August 6, 2014. The notes are senior, unsecured obligations of Walmart.

On September 21, 2009, the Company issued and sold €1.0 billion of its 4.875% Notes Due 2029 at an issue price equal to 99.074% of the notes’ aggregate principal
amount. Interest started accruing on the notes on September 21, 2009. The Company will pay interest on the notes on September 21 of each year, commencing on September 21,
2010. The notes will mature on September 21, 2029. The notes are senior, unsecured obligations of Walmart.

5 Fair Value Measurements

The Company records and discloses certain financial and non-financial assets and liabilities at their fair value. The fair value of an asset is the price at which the asset could
be sold in an orderly transaction between unrelated, knowledgeable and willing parties able to engage in the transaction. A liability’s fair value is defined as the amount that would
be paid to transfer the liability to a new obligor in a transaction between such parties, not the amount that would be paid to settle the liability with the creditor.

Assets and liabilities recorded at fair value are measured using a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers include:
 

  •   Level 1, defined as observable inputs such as quoted prices in active markets;
 

  •   Level 2, defined as inputs other than quoted prices in active markets that are either directly or indirectly observable; and
 

  •   Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring the Company to develop our own assumptions.

The disclosure of fair value of certain financial assets and liabilities that are recorded at cost are as follows:

Cash and cash equivalents: The carrying amount approximates fair value due to the short maturity of these instruments.
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Long-term debt: The fair value is based on the Company’s current incremental borrowing rate for similar types of borrowing arrangements or, where applicable, quoted
market prices. The cost and fair value of our debt as of October 31, 2009 is as follows:
 

(Amounts in millions)    Cost    Fair Value
Long-term debt    $38,563   $ 40,490

Additionally, as of October 31, 2009 and 2008, the Company held certain derivative asset and liability positions that are required to be measured at fair value on a recurring
basis. The majority of the Company’s derivative instruments relate to interest rate swaps. The fair values of these interest rate swaps have been measured in accordance with Level 2
inputs of the fair value hierarchy. As of October 31, 2009 and 2008, the notional amounts and fair values of these interest rate swaps are as follows (asset/(liability)):
 
     October 31, 2009     October 31, 2008  
(Amounts in millions)    Notional Amount   Fair Value    Notional Amount   Fair Value 
Receive fixed-rate, pay floating-rate interest rate swaps designated as fair value hedges    $ 4,445   $ 238     $ 5,195   $ 223  
Receive fixed-rate, pay fixed-rate cross-currency interest rate swaps designated as net

investment hedges      1,250     177       1,250     240  
Receive floating-rate, pay fixed-rate interest rate swaps designated as cash flow hedges      462     (15)     462     (10) 
Receive fixed-rate, pay fixed-rate cross-currency interest rate swaps designated as cash flow

hedges      2,902     235       —       —    
                              

Total    $ 9,059   $ 635     $ 6,907   $ 453  
             

 
            

 

The fair values above are the estimated amounts the Company would receive or pay upon a termination of the agreements relating to such instruments as of the reporting
dates.

6 Derivative Financial Instruments

The Company uses derivative financial instruments for hedging and non-trading purposes to manage its exposure to changes in interest and foreign exchange rates, as well as
to maintain an appropriate mix of fixed- and floating-rate debt. Use of derivative financial instruments in hedging programs subjects the Company to certain risks, such as market
and credit risks. Market risk represents the possibility that the value of the derivative instrument will change. In a hedging relationship, the change in the value of the derivative is
offset to a great extent by the change in the value of the underlying hedged item. Credit risk related to derivatives represents the possibility that the counterparty will not fulfill the
terms of the contract. The notional, or contractual, amount of the Company’s derivative financial instruments is used to measure interest to be paid or received and does not
represent the Company’s exposure due to credit risk. Credit risk is monitored through established approval procedures, including setting concentration limits by counterparty,
reviewing credit ratings and requiring collateral (generally cash) from the counterparty when appropriate.

The Company’s transactions are with counterparties rated “A+” or better by nationally recognized credit rating agencies. In connection with various derivative agreements
with counterparties, the Company is holding $208 million in cash collateral from these counterparties at October 31, 2009. It is our policy to record cash collateral exclusive of any
derivative asset, and any collateral holdings are reflected in our accrued liabilities as amounts due to the counterparties. Furthermore, as part of the master netting arrangements with
these counterparties, the Company is also required to post collateral if the derivative liability position exceeds $150 million. The Company has no outstanding collateral postings
and in the event of providing cash collateral, the Company would record the posting as a receivable exclusive of any derivative liability.

When the Company uses derivative financial instruments for purposes of hedging its exposure to interest and foreign exchange rates, the contract terms of a hedge
instrument closely mirror those of the hedged item, providing a high degree of risk reduction and correlation. Contracts that are effective at meeting the risk reduction and
correlation criteria are recorded using hedge accounting. If a derivative instrument is a hedge, depending on the nature of the hedge, changes in the fair value of the instrument will
either be offset against the change in fair value of the hedged assets, liabilities or firm commitments through earnings or be recognized in accumulated other comprehensive (loss)
income until the hedged item is recognized in earnings. The ineffective portion of an instrument’s change in fair value will be immediately recognized in earnings. Instruments that
do not meet the criteria for hedge accounting, or contracts for which the Company has not elected hedge accounting, are valued at fair value with unrealized gains or losses reported
in earnings during the period of change.
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Fair Value Instruments

The Company is party to receive fixed-rate, pay floating-rate interest rate swaps to hedge the fair value of fixed-rate debt. Under certain swap agreements, the Company pays
floating-rate interest and receives fixed-rate interest payments periodically over the life of the instruments. The notional amounts are used to measure interest to be paid or received
and do not represent the exposure due to credit loss. The Company’s interest rate swaps that receive fixed-interest rate payments and pay floating-interest rate payments are
designated as fair value hedges. As the specific terms and notional amounts of the derivative instruments match those of the instruments being hedged, the derivative instruments
were assumed to be perfectly effective hedges and all changes in fair value of the hedges were recorded on the balance sheet with no net impact on the income statement. These fair
value instruments will mature on various dates ranging from February 15, 2011 to May 15, 2014.

Net Investment Instruments

At October 31, 2009 and 2008, the Company is party to cross-currency interest rate swaps that hedge its net investment in the United Kingdom. The agreements are contracts
to exchange fixed-rate payments in one currency for fixed-rate payments in another currency. All changes in the fair value of these instruments are recorded in accumulated other
comprehensive (loss) income, offsetting the foreign currency translation adjustment that is also recorded in accumulated other comprehensive (loss) income.

The Company has approximately £3.0 billion of outstanding debt that is designated as a hedge of the Company’s net investment in the United Kingdom as of October 31,
2009 and 2008. The Company also has outstanding approximately ¥437.4 billion and ¥457.1 billion of debt that is designated as a hedge of the Company’s net investment in Japan
at October 31, 2009 and 2008, respectively. Any translation of foreign-denominated debt is recorded in accumulated other comprehensive (loss) income, offsetting the foreign
currency translation adjustment that is also recorded in accumulated other comprehensive (loss) income.

Cash Flow Instruments

The Company is party to receive floating-rate, pay fixed-rate interest rate swaps to hedge the interest rate risk of certain foreign-denominated debt. The swaps are designated
as cash flow hedges of interest expense risk. Changes in the foreign benchmark interest rate result in reclassification of amounts from accumulated other comprehensive (loss)
income to earnings to offset the floating-rate interest expense. These cash flow instruments will mature on August 5, 2013.

The Company is also party to receive fixed-rate, pay fixed-rate cross-currency interest rate swaps to hedge the currency exposure associated with the forecasted payments of
principal and interest of foreign-denominated debt. The swaps are designated as cash flow hedges of the currency risk related to payments on the foreign-denominated debt.
Changes in the currency exchange rate result in reclassification of amounts from accumulated other comprehensive (loss) income to earnings to offset the re-measurement (loss)
gain on the foreign-denominated debt. These cash flow instruments will mature on March 27, 2034 and September 21, 2029.

Financial Statement Presentation

Hedging instruments with an unrealized gain are recorded on the Condensed Consolidated Balance Sheets in other assets and deferred charges, based on maturity date. Those
instruments with an unrealized loss are recorded in accrued liabilities or deferred income taxes and other, based on maturity date.

As of October 31, 2009, our financial instruments were classified as follows in the Condensed Consolidated Balance Sheets:
 

     October 31, 2009

(Amounts in millions)   
Fair Value

Instruments  
Net Investment

Hedge   
Cash Flow

Instruments
Balance Sheet Classification:         
Other assets and deferred charges    $ 238   $ 177   $ 278

                    

Total assets    $ 238   $ 177   $ 278
                    

Long-term debt      238     —       —  
Deferred income taxes and other      —       —       58

                    

Total liabilities    $ 238   $ —     $ 58
                    

During the first nine months of fiscal 2010, we reclassified $215 million from accumulated other comprehensive (loss) income to earnings to offset currency translation
losses on the re-measurement of foreign denominated debt.
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7 Segments

The Company is engaged in the operations of retail stores located in all 50 states of the United States, our wholly-owned subsidiaries in Argentina, Brazil, Canada, Japan,
Puerto Rico and the United Kingdom, our majority-owned subsidiaries in Central America, Chile and Mexico and our joint ventures in China and India and our other controlled
subsidiaries in China. The Company defines our segments as those business units whose operating results our chief operating decision maker (“CODM”) regularly reviews to
analyze performance and allocate resources.

The Walmart U.S. segment includes the Company’s mass merchant concept in the United States operating under the “Walmart” or “Wal-Mart” brand, as well as
walmart.com. The Sam’s Club segment includes the warehouse membership clubs in the United States, as well as samsclub.com. The International segment consists of the
Company’s operations outside of the 50 United States. The amounts under the caption “Other” in the table below relating to operating income are unallocated corporate overhead
items.

The Company measures the results of its segments using each segment’s operating income which includes certain corporate overhead allocations. From time to time, we
revise the measurement of each segment’s operating income, including any corporate overhead allocations, as dictated by the information regularly reviewed by our CODM. When
we do so, the segment operating income for each segment affected by the revisions is restated for all periods presented to maintain comparability.

Net sales by operating segment were as follows:
 

    
Three Months Ended

October 31,   
Nine Months Ended

October 31,
(Amounts in millions)    2009    2008    2009    2008
Net Sales:            

Walmart U.S.    $61,807   $61,075   $187,260   $184,055
International      25,307     24,905     70,535     74,089
Sam’s Club      11,553     11,639     34,425     35,063

                           

Total Company    $98,667   $97,619   $292,220   $293,207
                           

Operating income by segment was as follows:
 

    
Three Months Ended

October 31,    
Nine Months Ended

October 31,  
(Amounts in millions)    2009     2008     2009     2008  
Operating Income:         

Walmart U.S.    $ 4,525     $ 4,232     $13,890     $13,219  
International      1,119       1,182       3,142       3,450  
Sam’s Club      395       374       1,207       1,208  
Other      (446)      (496)     (1,547)     (1,456) 

                                

Operating income    $ 5,593     $ 5,292     $16,692     $16,421  
Interest expense, net      (475)      (456)     (1,415)     (1,408) 

                                

Income from continuing operations before income taxes    $ 5,118     $ 4,836     $15,277     $15,013  
      

 
     

 
     

 
     

 

Goodwill is recorded on the Condensed Consolidated Balance Sheets for the operating segments as follows:
 

(Amounts in millions)   
October 31,

2009   
October 31,

2008   
January 31,

2009
International    $ 15,857   $ 15,111   $ 14,955
Sam’s Club      305     305     305

                    

Total goodwill    $ 16,162   $ 15,416   $ 15,260
                    

The increase in the International segment’s goodwill since October 31, 2008, primarily resulted from currency exchange rate fluctuations and the acquisition of Distribución
y Servicio D&S S.A. (“D&S”) in January 2009. The increase in the International segment’s goodwill since January 31, 2009 primarily resulted from currency exchange rate
fluctuations.
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8 Equity and Comprehensive Income

The following is a summary of the changes in total equity:
 
     2009     2008  

    

Walmart
shareholders’

equity    
Noncontrolling

interest    
Total
equity    

Walmart
shareholders’

equity    
Noncontrolling

interest    
Total
equity  

(Amounts in millions)                                     
Balances—January 31,    $ 65,285     $ 1,794     $67,079     $ 64,608     $ 1,929     $66,537  
Net income      9,703       320(1)     10,023       9,608       365       9,973  
Components of other comprehensive income, net of tax             

Foreign currency translation      2,198       8       2,206       (2,353)     22       (2,331) 
Other unrealized losses      (61)     —         (61)     —         —         —    

Cash dividends      (4,200)     —         (4,200)     (3,801)     —         (3,801) 
Purchase of Company stock      (5,241)     —         (5,241)     (3,416)     —         (3,416) 
Purchase of redeemable noncontrolling interest      (288)     —         (288)     —         —         —    
Other equity transactions      292       (168)      124       893       (282)     611  

                                                

Balances—October 31,    $ 67,688     $ 1,954     $69,642     $ 65,539     $ 2,034     $67,573  
      

 
     

 
     

 
     

 
     

 
     

  
(1) Excludes $18 million for the first nine months of fiscal 2010 that is related to the redeemable noncontrolling interest.

The components of comprehensive income (loss) for the three and nine months ended October 31, 2009 and 2008 were as follows:
 

    
Three Months Ended

October 31,    
Nine Months Ended

October 31,  
(Amounts in millions)    2009     2008     2009     2008  
Consolidated net income    $3,353     $ 3,251     $10,041     $ 9,973  
Other comprehensive income, net of tax         

Foreign currency translation      (336)      (3,302)     2,260       (2,331) 
Other unrealized income (losses)      56       —         (61)      —    

                                

Comprehensive income (loss)    $3,073     $ (51)   $12,240     $ 7,642  
Less comprehensive income attributable to the noncontrolling interest      (67)      (224)     (400)      (387) 

                                

Comprehensive income (loss) attributable to Walmart    $3,006     $ (275)   $11,840     $ 7,255  
      

 
     

 
     

 
     

  
(1) Includes $10 million for the third quarter of fiscal 2010 and $18 million for the first nine months of fiscal 2010 that is related to the redeemable noncontrolling interest.
(2) Includes ($20) million for the third quarter of fiscal 2010 and $54 million for the first nine months of fiscal 2010 that is related to the redeemable noncontrolling interest.
(3) Includes $10 million for the third quarter of fiscal 2010 and ($72) million for the first nine months of fiscal 2010 that is related to the redeemable noncontrolling interest.
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Accumulated other comprehensive (loss) income is composed of the following:
 

(Amounts in millions)   
October 31,

2009    
October 31,

2008    
January 31,

2009  
Foreign currency translation    $ (198)   $ 1,750     $ (2,396) 
Other unrealized losses      (78)     (10)     (17) 
Minimum pension liability      (275)     (229)     (275) 

                        

Total accumulated comprehensive (loss) income    $ (551)   $ 1,511     $ (2,688) 
      

 
     

 
     

 

9 Common Stock Dividends

On March 5, 2009, the Company’s Board of Directors approved an increase in the annual dividend for fiscal 2010 to $1.09 per share, an increase of 15% over the dividends
paid in fiscal 2009. The annual dividend is payable in four quarterly installments on April 6, 2009, June 1, 2009, September 8, 2009, and January 4, 2010 to holders of record on
March 13, May 15, August 14 and December 11, 2009, respectively. The dividend installments payable on April 6, 2009 and June 1, 2009 and September 8, 2009 were paid as
scheduled.

10 Income and Other Taxes

The Company’s effective tax rate was 34.3% for the three months ended October 31, 2009, compared to 34.9% for the three months ended October 31, 2008. The Company
expects the fiscal 2010 annual effective tax rate to be approximately 34-35%. Significant factors that will impact the annual effective tax rate include completion of certain discrete
tax matters, changes in management’s assessment of certain tax matters and the mix of domestic and international income.

In determining the quarterly provision for income taxes, the Company uses an estimated annual effective tax rate based on forecasted annual income and permanent items,
statutory tax rates and tax planning opportunities in the various jurisdictions in which the Company operates. The impact of significant discrete items is separately recognized in the
quarter in which they occur.

In the normal course of its business, the Company provides for uncertain tax positions, and the related interest and penalties, and adjusts its unrecognized tax benefits,
accrued interest and penalties accordingly. During the third quarter of fiscal 2010, unrecognized tax benefits related to continuing operations and accrued interest increased by $29
million and $15 million, respectively. For the first nine months of fiscal 2010, unrecognized tax benefits related to continuing operations decreased by $53 million and accrued
interest and penalties increased by $34 million and $10 million, respectively. As of October 31, 2009 the Company’s unrecognized tax benefits relating to continuing operations
were $964 million, of which $558 million would, if recognized, affect the Company’s effective tax rate.

During the next twelve months, it is reasonably possible that tax audit resolutions could reduce unrecognized tax benefits by $310 million to $430 million, either because our
tax positions are sustained on audit or because the Company agrees to their disallowance. The Company does not expect any such audit resolutions to cause a significant change in
its effective tax rate.

Additionally, at January 31, 2008 the Company had unrecognized tax benefits of up to $1.8 billion which, if recognized, would be recorded as discontinued operations. Of
this, $63 million was recognized in discontinued operations during the second quarter of fiscal year 2009 following the resolution of a gain determination on a discontinued
operation that was sold in fiscal year 2004. The balance of $1.7 billion at October 31, 2009 relates to a worthless stock deduction which the Company has claimed for the
Company’s fiscal year 2007 disposition of its German operations. The Company believes it is reasonably possible this matter will be resolved within the next twelve months.

The Company classifies interest on uncertain tax benefits as interest expense and income tax penalties as operating, selling, general and administrative costs. At October 31,
2009, before any tax benefits, the Company had $306 million of accrued interest and penalties on unrecognized tax benefits.

The Company is subject to income tax examinations for its U.S. federal income taxes generally for the fiscal year 2009, with fiscal years 2004 through 2008 remaining open
for a limited number of U.S. income tax issues. Non-U.S. income taxes are subject to income tax examination for the tax years 2002 through 2009, and state and local income taxes
are open for the fiscal years 2004 through 2009 generally and for the fiscal years 1997 through 2003 for a limited number of issues.

Additionally, the Company is subject to tax examinations for payroll, value added, sales-based and other taxes. A number of these examinations are ongoing and, in certain
cases, have resulted in assessments from the taxing authorities. Where appropriate, the
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Company has made accruals for these matters which are reflected in the Company’s Condensed Consolidated Financial Statements. While these matters are individually immaterial,
a group of related matters, if decided adversely to the Company, may result in liability material to the Company’s financial condition or results of operations.

11 Legal Proceedings

The Company is involved in a number of legal proceedings. The Company has made accruals with respect to these matters, where appropriate, which are reflected in the
Company’s condensed consolidated financial statements. For some matters, the amount of liability is not probable or the amount cannot be reasonably estimated and therefore
accruals have not been made. However, where a liability is reasonably possible and material, such matters have been disclosed. The Company may enter into discussions regarding
settlement of these matters, and may enter into settlement agreements, if it believes settlement is in the best interest of the Company’s shareholders. The matters, or groups of related
matters, discussed below, if decided adversely to or settled by the Company, individually or in the aggregate, may result in liability material to the Company’s financial condition or
results of operations.

Wage-and-Hour Class Actions: The Company is a defendant in various cases containing class-action allegations in which the plaintiffs are current and former hourly
associates who allege that the Company committed wage-and-hour violations by failing to provide rest breaks, meal periods, or other benefits, or otherwise by failing to pay them
correctly. The complaints generally seek unspecified monetary damages, injunctive relief, or both. The Company cannot reasonably estimate the possible loss or range of loss that
may arise from these lawsuits, except where the lawsuit has been settled or otherwise as noted below and described elsewhere in this Form 10-Q.

In one of the wage-and-hour lawsuits, Braun/Hummel v. Wal-Mart Stores, Inc., a trial was commenced in September 2006, in Philadelphia, Pennsylvania. The plaintiffs
allege that the Company failed to pay class members for all hours worked and prevented class members from taking their full meal and rest breaks. On October 13, 2006, the jury
awarded back-pay damages to the plaintiffs of approximately $78 million on their claims for off-the-clock work and missed rest breaks. The jury found in favor of the Company on
the plaintiffs’ meal-period claims. On November 14, 2007, the trial judge entered a final judgment in the approximate amount of $188 million, which included the jury’s back-pay
award plus statutory penalties, prejudgment interest and attorneys’ fees. The Company believes it has substantial factual and legal defenses to the claims at issue, and on
December 7, 2007, the Company filed its Notice of Appeal.

Another of the wage-and-hour lawsuits, Salvas v. Wal-Mart Stores, Inc., is pending in the Superior Court of Middlesex County, Massachusetts. The plaintiffs allege that class
members worked off the clock and were not provided meal and rest breaks in accordance with Massachusetts law, and seek compensatory damages, statutory treble damages,
interest, costs of court, and attorneys’ fees. On October 19, 2009, the parties entered into a settlement agreement disposing of all claims asserted in the litigation, which is subject to
approval by the trial court. If the proposed settlement is approved, the amount to be paid by Wal-Mart will be approximately $40 million.

Exempt Status Cases: The Company is currently a defendant in seven cases in which the plaintiffs seek class or collective certification of various groups of salaried
managers, and challenge their exempt status under state and federal laws. In one of those cases (Sepulveda v. Wal-Mart Stores, Inc.), class certification was denied by the trial court
on May 5, 2006. On April 25, 2008, a three-judge panel of the United States Court of Appeals for the Ninth Circuit affirmed the trial court’s ruling in part and reversed it in part, and
remanded the case for further proceedings. On May 16, 2008, the Company filed a petition seeking review of that ruling by a larger panel of the court. On October 10, 2008, the
court entered an Order staying all proceedings in the Sepulveda appeal pending the final disposition of the appeal in Dukes v. Wal-Mart Stores, Inc., discussed below. In another of
the cases (Patel v. Wal-Mart Stores, Inc.), the plaintiffs’ Motion to Facilitate Class Notice was denied in orders dated June 19 and September 4, 2009, which constituted a denial of
certification of the proposed collective action. Class certification has not been addressed in the other cases. The Company cannot reasonably estimate the possible loss or range of
loss that may arise from these lawsuits.

Gender Discrimination Cases: The Company is a defendant in Dukes v. Wal-Mart Stores, Inc., a class-action lawsuit commenced in June 2001 in the United States District
Court for the Northern District of California. The case was brought on behalf of all past and present female employees in all of the Company’s retail stores and warehouse clubs in
the United States. The complaint alleges that the Company has engaged in a pattern and practice of discriminating against women in promotions, pay, training and job assignments.
The complaint seeks, among other things, injunctive relief, front pay, back pay, punitive damages and attorneys’ fees. On June 21, 2004, the district court issued an order granting in
part and denying in part the plaintiffs’ motion for class certification. The class, which was certified by the district court for purposes of liability, injunctive and declaratory relief,
punitive damages and lost pay, subject to certain exceptions, includes all women employed at any Walmart domestic retail store at any time since December 26, 1998, who have
been or may be subjected to the pay and management track promotions policies and practices challenged by the plaintiffs.
 

12



The Company believes that the district court’s ruling is incorrect. On August 31, 2004, the United States Court of Appeals for the Ninth Circuit granted the Company’s
petition for discretionary review of the ruling. On February 6, 2007, a divided three-judge panel of the court of appeals issued a decision affirming the district court’s certification
order. On February 20, 2007, the Company filed a petition asking that the decision be reconsidered by a larger panel of the court. On December 11, 2007, the three-judge panel
withdrew its opinion of February 6, 2007, and issued a revised opinion. As a result, the Company’s Petition for Rehearing En Banc was denied as moot. The Company filed a new
Petition for Rehearing En Banc on January 8, 2008. On February 13, 2009, the court of appeals issued an Order granting the Petition. The court heard oral argument on the Petition
on March 24, 2009. If the Company is not successful in its appeal of class certification, or an appellate court issues a ruling that allows for the certification of a class or classes with
a different size or scope, and if there is a subsequent adverse verdict on the merits from which there is no successful appeal, or in the event of a negotiated settlement of the
litigation, the resulting liability could be material to the Company’s financial condition or results of operations. The plaintiffs also seek punitive damages which, if awarded, could
result in the payment of additional amounts material to the Company’s financial condition or results of operations. However, because of the uncertainty of the outcome of the appeal
from the district court’s certification decision, because of the uncertainty of the balance of the proceedings contemplated by the district court, and because the Company’s liability, if
any, arising from the litigation, including the size of any damages award if plaintiffs are successful in the litigation or any negotiated settlement, could vary widely, the Company
cannot reasonably estimate the possible loss or range of loss that may arise from the litigation.

The Company is a defendant in a lawsuit that was filed by the Equal Employment Opportunity Commission (“EEOC”) on August 24, 2001, in the United States District
Court for the Eastern District of Kentucky on behalf of Janice Smith and all other females who made application or transfer requests at the London, Kentucky, distribution center
from 1998 to the present, and who were not hired or transferred into the warehouse positions for which they applied. The complaint alleges that the Company based hiring decisions
on gender in violation of Title VII of the 1964 Civil Rights Act as amended. The EEOC can maintain this action as a class without certification. The EEOC seeks back pay and front
pay for those females not selected for hire or transfer during the relevant time period, plus compensatory and punitive damages and injunctive relief. The EEOC has asserted that the
hiring practices in question resulted in a shortfall of 245 positions. The claims for compensatory and punitive damages are capped by statute at $300,000 per shortfall position. The
amounts of back pay and front pay that are being sought have not been specified. The case has been set for trial on March 1, 2010.

Hazardous Materials Investigations: On November 8, 2005, the Company received a grand jury subpoena from the United States Attorney’s Office for the Central District
of California, seeking documents and information relating to the Company’s receipt, transportation, handling, identification, recycling, treatment, storage and disposal of certain
merchandise that constitutes hazardous materials or hazardous waste. The Company has been informed by the U.S. Attorney’s Office for the Central District of California that it is a
target of a criminal investigation into potential violations of the Resource Conservation and Recovery Act (“RCRA”), the Clean Water Act and the Hazardous Materials
Transportation Statute. This U.S. Attorney’s Office contends, among other things, that the use of Company trucks to transport certain returned merchandise from the Company’s
stores to its return centers is prohibited by RCRA because those materials may be considered hazardous waste. The government alleges that, to comply with RCRA, the Company
must ship from the store certain materials as “hazardous waste” directly to a certified disposal facility using a certified hazardous waste carrier. The Company contends that the
practice of transporting returned merchandise to its return centers for subsequent disposition, including disposal by certified facilities, is compliant with applicable laws and
regulations. While management cannot predict the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial
condition or results of operations.

Additionally, the U.S. Attorney’s Office in the Northern District of California has initiated its own investigation regarding the Company’s handling of hazardous materials
and hazardous waste and the Company has received administrative document requests from the California Department of Toxic Substances Control requesting documents and
information with respect to two of the Company’s distribution facilities. Further, the Company also received a subpoena from the Los Angeles County District Attorney’s Office for
documents and administrative interrogatories requesting information, among other things, regarding the Company’s handling of materials and hazardous waste. California state and
local government authorities and the State of Nevada also initiated investigations into these matters. On November 3, 2009, the Company and the State of Nevada entered into a
settlement agreement whereby the Company agreed to maintain enhanced hazardous waste management procedures and pay a $5,000 civil penalty. The Company is cooperating
fully with the respective authorities. While management cannot predict the ultimate outcome in the California matter, management does not believe the outcome will have a material
effect on the Company’s financial condition or results of operations.
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12 Adoption of New Accounting Standards

The Company must, at times, adopt new accounting policies or adjust existing accounting policies to comply with new accounting standards promulgated by the Financial
Accounting Standards Board (“FASB”) or the SEC. The following subcaptions provide a discussion of the Company’s adoption of new accounting policies as required by new
accounting standards that became effective February 1, 2009 or will become effective in future periods.

Accounting for Acquisitions

The Company accounts for all consolidated acquisitions and business combinations using the purchase method of accounting. As a result of new accounting standards
effective February 1, 2009, the Company changed some of its accounting for business combinations on February 1, 2009. Therefore, certain policies differ when accounting for
these acquisitions occurring before and after February 1, 2009, as discussed below.

Prior to February 1, 2009, the Company applied the following policies in accounting for business combinations:
 

  •   acquisition costs were included as part of the business combinations;
 

 
•   only the Company’s proportionate share in the fair value of assets and liabilities acquired in a partial acquisition (less than 100% control was acquired) was recorded

as part of the purchase price;
 

  •   goodwill was only recorded to the extent of the Company’s proportionate share in a less than 100% acquired entity;
 

  •   contingent consideration, if any, is recorded as additional purchase price when settled;
 

  •   any adjustments to income tax valuation allowances or uncertain tax positions are recognized as adjustments to the accounting for the business combination; and
 

  •   contingent liabilities acquired are recorded at acquisition if probable and reasonably estimable.

Subsequent to February 1, 2009, the Company will apply the following policies in accounting for business combinations, when applicable:
 

  •   costs related to an acquisition are expensed as incurred;
 

  •   regardless of the level of ownership acquired, the Company records the full fair value of assets and liabilities acquired as part of the purchase price;
 

 
•   goodwill includes any noncontrolling interest portion and is recorded as the excess of the cost of the acquisition over the total fair value of the assets and liabilities

acquired and any noncontrolling interest;
 

  •   contingent consideration, if any, is recorded at fair value as part of initial purchase price;
 

  •   any adjustments to income tax valuation allowances or uncertain tax positions after the acquisition date are generally recognized as income tax expense; and
 

 
•   contingent liabilities acquired are recorded at fair value. If fair value is not determinable, a reasonably estimable amount is recorded, provided the incurrence of the

liability is probable.

No acquisitions have occurred subsequent to February 1, 2009. However, if any adjustments to income tax valuation allowances and uncertain tax positions that relate to
acquisitions prior to February 1, 2009 occur within a one year period from the acquisition date due to revised facts and circumstances at the acquisition date, then the adjustment
will be recorded to goodwill. Adjustments outside the one year measurement period are typically recorded to the provision for income taxes.

Noncontrolling Interests

Effective February 1, 2009, the Company generally reports noncontrolling interests in subsidiaries in the equity section of the Company’s balance sheet, rather than in a
mezzanine section of the balance sheet between liabilities and equity. Consolidated net income is also reduced by the amount attributable to the noncontrolling interest to arrive at
income “attributable to Walmart.” Accordingly, the changes have been retroactively applied in the Company’s condensed consolidated financial statements. Furthermore, when the
Company acquires some or all of the noncontrolling interest, the transaction is accounted for as an equity transaction and any amount paid in excess of the noncontrolling interest’s
cost basis acquired is recorded to additional paid in capital.

All noncontrolling interests where the Company may be required to repurchase a portion of the noncontrolling interest under a put option or other contractual redemption
requirement are presented in the mezzanine section of the balance sheet between liabilities and equity, as redeemable noncontrolling interest.
 

14



In March 2009, the Company paid $436 million to acquire a portion of the redeemable noncontrolling interest in D&S through a second tender offer as required by the
Chilean securities laws increasing its ownership stake in D&S to 74.6%. This transaction resulted in a $148 million acquisition of that portion of the redeemable noncontrolling
interest and the remaining $288 million is reflected as a reduction of Walmart shareholders’ equity. Additionally, the former D&S controlling shareholders still hold a put option that
is exercisable beginning in January 2011 through January 2016. During the exercise period, the put option allows each former controlling shareholder the right to require the
Company to purchase up to all of their shares of D&S (approximately 25.1%) owned at fair market value at the time of an exercise, if any.

Future Accounting Policy Adoptions

A new accounting standard, effective for the first annual reporting period beginning after November 15, 2009 and for interim periods within that first annual reporting
period, changes the approach to determining the primary beneficiary of a variable interest entity (“VIE”) and requires companies to more frequently assess whether they must
consolidate VIEs. The Company will adopt this new standard on February 1, 2010 and is currently assessing the potential impacts, if any, on its financial statements and disclosures.

13 Discontinued Operations

During fiscal 2009, the Company disposed of Gazeley Limited (“Gazeley”), an ASDA commercial property development subsidiary in the United Kingdom. Consequently,
the results of operations associated with Gazeley are presented as discontinued operations in our Condensed Consolidated Statements of Income and Condensed Consolidated
Balance Sheets for all periods presented. The cash flows related to this operation were insignificant for all periods presented. In the third quarter of fiscal 2009, the Company
recognized approximately $212 million, after tax, in operating profits and gains from the sale of Gazeley. The transaction continues to remain subject to certain indemnification
obligations. The Company’s operations in the United Kingdom are consolidated using a December 31 fiscal year-end. Since the sale of Gazeley closed in July 2008, the Company
recorded the gain to discontinued operations in the third quarter of fiscal 2009.

During the third quarter of fiscal 2009, the Company initiated a restructuring program under which the Company’s Japanese subsidiary, The Seiyu Ltd., has closed or will
close approximately 23 stores and dispose of certain excess properties. This restructuring involves incurring costs associated with lease termination obligations, asset impairment
charges and employee separation benefits. The costs associated with this restructuring are presented as discontinued operations in our Condensed Consolidated Statements of
Income and Condensed Consolidated Balance Sheets for all periods presented. In the third quarter of fiscal 2009, the Company recognized approximately $107 million, after tax, in
restructuring expenses and operating results as discontinued operations. The cash flows and accrued liabilities related to this restructuring were insignificant for all periods
presented. The Company recognized approximately $7 million and $22 million, after tax, in operating losses as discontinued operations for the three and nine months ended
October 31, 2009, respectively. Additional costs will be recorded in future periods for lease termination obligations and employee separation benefits and are not expected to be
material.

14 Subsequent Events

A subsequent event is a significant event or transaction occurring between the balance sheet date and the issue date of the financial statements that could make the financial
statements misleading if not recognized or disclosed. Recognized subsequent events consist of those events that provide additional evidence with respect to conditions that existed
at the date of the balance sheet and affect the estimates of amounts already recorded in financial statements. If required, the Company adjusts the financial statements for recognized
subsequent events. Unrecognized subsequent events consist of those events that provide evidence with respect to conditions that did not exist at the balance sheet date being
reported on, but arose subsequent to that date. These events should not result in an adjustment to the financial statements, but are disclosed if material. As of December 7, 2009, the
date of issuance of the financial statements, we identified the following subsequent event for disclosure in the financial statements:

On December 6, 2009, the Company’s majority-owned subsidiary in Mexico, Wal-Mart de Mexico (“Walmex”), announced it has entered into an agreement to acquire 100
percent of the Company’s majority-owned subsidiary in Central America from the Company and the minority shareholders of that subsidiary. The effect of this transaction on the
consolidated Company will be a purchase of the outstanding noncontrolling interest of our Central American business, with the Company’s ownership of Walmex declining slightly.
Currently, the Company owns 68% of Walmex and 51% of the Central American business. The transaction is expected to close in the first quarter of fiscal 2010, subject to
customary transaction closing conditions.
 
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion relates to Wal-Mart Stores, Inc. and its consolidated subsidiaries and should be read in conjunction with our Condensed Consolidated Financial Statements as
of October 31, 2009, and for the three- and nine-month periods then ended and the accompanying notes included under Part I, Item 1, of this Quarterly Report on Form 10-Q, as
well as our Consolidated Financial Statements as of January 31, 2009, and for the year then ended and the accompanying notes, and the related Management’s Discussion and
Analysis of Financial Condition and Results of Operations, both of which are contained in our Annual Report to Shareholders for the year ended January 31, 2009, and incorporated
by reference in and included as an exhibit to our Annual Report on Form 10-K for the year ended January 31, 2009.
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We intend for this discussion to provide the reader with information that will assist in understanding our financial statements, the changes in certain key items in those
financial statements from year to year, and the primary factors that accounted for those changes, as well as how certain accounting principles affect our financial statements. The
discussion also provides information about the financial results of the various segments of our business to allow a better understanding of how those segments and their results
affected the financial condition and results of operations of the Company as a whole.

Throughout this Management’s Discussion and Analysis of Financial Condition and Results of Operations, we discuss segment operating income and comparable store sales.
The Company measures the results of its segments using each segment’s operating income which includes certain corporate overhead allocations. From time to time, we revise the
measurement of each segment’s operating income, including any corporate overhead allocations, as dictated by the information regularly reviewed by our CODM. When we do so,
the segment operating income for each segment affected by the revisions is restated for all periods presented to maintain comparability.

Comparable store sales is a measure which indicates the performance of our existing stores by measuring the growth in sales for such stores for a particular period over the
corresponding period in the prior year. Our comparable store sales are measured in this report on a calendar basis in relation with our fiscal calendar and, as a result, they may differ
from the comparable store sales we report on the basis of the 4-5-4 retail calendar. Comparable store sales is also referred to as “same-store” sales by others within the retail
industry. The method of calculating comparable store sales varies across the retail industry. As a result, our calculation of comparable store sales is not necessarily comparable to
similarly titled measures reported by other companies.

In discussions of our consolidated results and the operating results of our International segment, we sometimes refer to the impact of changes in currency exchange rates.
When we refer to changes in exchange rates, we are referring to the differences between the currency exchange rates we use to convert the International segment’s operating results
for a period in fiscal 2009 as stated in the local currencies in which that segment operates into U.S. dollars to report those results in accordance with generally accepted accounting
principles and the currency exchange rates we use to convert the International segment’s operating results for the comparable fiscal 2010 period into U.S. dollars for reporting
purposes. The impacts of those currency exchange rates we refer to typically reflect the effect of those differences in currency exchange rates on the period to period comparisons of
our consolidated results or the operating results of the International segment.

In connection with the Company’s finance transformation project, we adjusted the classification of certain revenue and expense items within our income statement for
financial reporting purposes. The changes, which were effective February 1, 2009, did not impact operating income or consolidated net income attributable to Walmart and had a
minimal impact on our comparable store sales.

Company Performance Metrics

The Company’s performance metrics are embodied within three priorities for improving shareholder value: growth, leverage and returns. The Company’s priority of growth
focuses on sales growth; the priority of leverage encompasses the Company’s metric to increase our operating income at a faster rate than the growth in total net sales and to grow
our consolidated operating, selling, general and administrative expenses (“operating expenses”) at a slower rate than the growth of our total net sales; and the priority of returns
focuses on how efficiently the Company employs our assets through return on investment and how effectively the Company manages working capital through free cash flow.

Growth

Total Sales
 
    Three Months Ended October 31,     Nine Months Ended October 31,  

(Amounts in millions)   2009  
Percent
of Total   

Percent
Change    2008  

Percent
of Total   

Percent
Change    2009  

Percent
of Total   

Percent
Change    2008  

Percent
of Total   

Percent
Change 

Net Sales:                        
Walmart U.S.   $61,807  62.6%   1.2%   $61,075  62.6%   6.2%   $187,260  64.1%   1.7%   $184,055  62.7%   7.2% 
International     25,307  25.7%   1.6%     24,905  25.5%   11.2%     70,535  24.1%   -4.8%     74,089  25.3%   16.5% 
Sam’s Club     11,553  11.7%   -0.7%     11,639  11.9%   7.4%     34,425  11.8%   -1.8%     35,063  12.0%   7.8% 

                                                       

Total Net Sales   $98,667  100.0%   1.1%   $97,619  100.0%   7.6%   $292,220  100.0%   -0.3%   $293,207  100.0%   9.5% 
         

 
           

 
           

 
           

 
 

Our total net sales increased 1.1% for the third quarter of fiscal 2010 and decreased 0.3% for the first nine months of fiscal 2010 compared to the corresponding periods in
the prior year. The increase for the third quarter of fiscal 2010 primarily resulted from increased customer traffic and global unit and square footage growth, offset by the negative
impact of currency exchange rates and a decrease in comparable store sales. Global square footage increased by approximately 5% since October 31, 2008 to a total square footage
of approximately 945 million square feet. The decrease for the first nine months of fiscal 2010 primarily resulted from the negative impact of currency exchange rates, lower fuel
prices and price deflation in certain merchandise categories. Changes in
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currency exchange rates had an unfavorable impact of $2.6 billion and $11.7 billion on the International segment’s net sales for the three and nine months ended October 31, 2009,
respectively. For the three and nine months ended October 31, 2008, changes in currency exchange rates had a favorable impact of $25 million and $2.4 billion, respectively, on the
International segment’s net sales. While we believe the most difficult comparisons of the U.S. dollar against foreign currency exchange rates have occurred for fiscal 2010, volatility
in currency exchange rates may continue to impact the International segment’s net sales.

Comparable Store Sales
 

     Three Months Ended October 31,     Nine Months Ended October 31,  
     2009     2008     2009     2008  
Walmart U.S.    -0.6%    2.7%   0.0%    3.3% 
Sam’s Club    -2.0%    6.7%   -2.8%    7.0% 

                        

Total U.S.    -0.8%    3.3%   -0.5%    3.9% 
 
(1) Sam’s Club comparable club sales include fuel. Fuel sales had a negative impact of 2.1 and 3.9 percentage points for the three and nine months ended October 31, 2009,

respectively. Fuel sales had a positive impact of 2.2 and 2.9 percentage points for the three and nine months ended October 31, 2008, respectively.
(2) Fuel sales had a negative impact of 0.4 and 0.6 percentage points for the three and nine months ended October 31, 2009, respectively. Fuel sales had a positive impact of 0.4

percentage points for the three and nine months ended October 31, 2008.

Comparable store sales in the United States, including fuel sales, decreased 0.8% for the third quarter of fiscal 2010 compared to an increase of 3.3% for the third quarter of
fiscal 2009. For the nine months ended October 31, 2009, comparable store sales in the United States, including fuel sales, decreased 0.5%, compared to an increase of 3.9% for the
nine months ended October 31, 2008. Comparable store sales in fiscal 2010 were lower than fiscal 2009 primarily due to a decrease in average transaction size per customer,
resulting in part from deflation in certain merchandise categories, and lower fuel prices.

Leverage

Operating Income
 
     Three Months Ended October 31,     Nine Months Ended October 31,  

(Amounts in millions)    2009    
Percent
of Total   

Percent
Change    2008    

Percent
of Total   

Percent
Change    2009    

Percent
of Total   

Percent
Change    2008    

Percent
of Total   

Percent
Change 

Operating Income:                         
Walmart U.S.    $4,525     80.9%   6.9%   $4,232     80.0%   7.3%   $13,890     83.2%   5.1%   $13,219     80.5%   8.9% 
International      1,119     20.0%   -5.3%     1,182     22.3%   10.7%     3,142     18.8%   -8.9%     3,450     21.0%   15.5% 
Sam’s Club      395     7.1%   5.6%     374     7.1%   1.6%     1,207     7.2%   -0.1%     1,208     7.4%   1.0% 
Other      (446)   -8.0%   -10.1%     (496)   -9.4%   18.7%     (1,547)   -9.2%   6.3%     (1,456)   -8.9%   17.2% 

                                                                

   $5,593     100.0%   5.7%   $5,292     100.0%   6.7%   $16,692     100.0%   1.7%   $16,421     100.0%   8.9% 
      

 
   

 
       

 
   

 
       

 
   

 
       

 
   

 
 

Operating income growth compared to net sales growth is a meaningful metric to share with investors because it indicates how effectively we manage costs and leverage
expenses. Our objective is to grow operating income faster than net sales and to grow operating expenses at a slower rate than net sales. For the third quarter of fiscal 2010, our
operating income increased 5.7% compared to the prior year, while our net sales increased 1.1% for the same period. Meeting this objective was primarily driven by gross margin
increases across all segments. For the third quarter of fiscal 2010, we did not meet our objective of growing operating expenses at a slower rate than net sales as our operating
expenses increased 3.0% versus the 1.1% increase in net sales. Across all segments, we fell short of this objective primarily due to a slower year over year increase in net sales and
operating expense increases in health care benefits and advertising.

For the nine months ended October 31, 2009, our operating income increased 1.7% compared to the prior year, while our net sales decreased 0.3 % for the same period.
Meeting this objective was primarily driven by gross margin increases across all segments. For the nine months ended October 31, 2009, we did not meet our objective of growing
operating expenses at a slower rate than net sales as our operating expenses increased 2.5% versus the 0.3% decrease in net sales. Across all segments, we fell short of this objective
primarily due to a decrease in net sales and increases in operating expenses due to higher health care benefits and advertising expenses.
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Returns

Return on Investment

Management believes return on investment (“ROI”) is a meaningful metric to share with investors because it helps investors assess how effectively Walmart is employing its
assets. Trends in ROI can fluctuate over time as management balances long-term potential strategic initiatives with any possible short-term impacts.

ROI was 18.3% and 19.3% for the trailing twelve months ended October 31, 2009 and 2008, respectively. The period-over-period decrease in ROI is principally due to the
adverse impact of currency exchange rates over the last twelve months, the accrual in the fourth quarter of fiscal 2009 for our settlement of 63 wage and hour class action lawsuits
and our investment in Chile in January 2009.

We define ROI as adjusted operating income (operating income plus interest income, depreciation and amortization and rent expense) for the fiscal year or trailing twelve
months divided by average invested capital during that period. We consider average invested capital to be the average of our beginning and ending total assets of continuing
operations plus accumulated depreciation and amortization less accounts payable and accrued liabilities for that period, plus a rent factor equal to the rent for the fiscal year or
trailing twelve months multiplied by a factor of eight.

ROI is considered a non-GAAP financial measure under the SEC’s rules. We consider return on assets (“ROA”) to be the financial measure computed in accordance with
generally accepted accounting principles (“GAAP”) that is the most directly comparable financial measure to ROI as we calculate that financial measure. ROI differs from ROA
(which is income from continuing operations for the fiscal year or the trailing twelve months divided by average of total assets of continuing operations for the period) because ROI:
adjusts operating income to exclude certain expense items and add interest income; adjusts total assets from continuing operations for the impact of accumulated depreciation and
amortization, accounts payable and accrued liabilities; and incorporates a factor of rent to arrive at total invested capital.

Although ROI is a standard financial metric, numerous methods exist for calculating a company’s ROI. As a result, the method used by management to calculate ROI may
differ from the methods other companies use to calculate their ROI. We urge you to understand the methods used by another company to calculate its ROI before comparing our
ROI to that of such other company.

The calculation of ROI along with a reconciliation to the calculation of ROA, the most comparable GAAP financial measurement, is as follows:
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For the Twelve Months Ended

October 31,    

 

(Amounts in millions)    2009     2008    
CALCULATION OF RETURN ON INVESTMENT     

Numerator       
Operating income    $ 23,069     $ 23,298    
+ Interest income      196       279    
+ Depreciation and amortization      6,940       6,725    
+ Rent      1,761       1,752    

                  

= Adjusted operating income    $ 31,966     $ 32,054    
      

 
     

 
 

Denominator       
Average total assets of continuing operations    $ 170,185     $ 166,246    
+ Average accumulated depreciation and amortization      36,799       32,074    
- Average accounts payable      30,851       31,079    
- Average accrued liabilities      15,991       15,058    
+ Rent * 8      14,088       14,016    

                  

= Invested capital    $ 174,230     $ 166,199    
      

 
     

 
 

Return on investment (ROI)      18.3%      19.3%   
      

 
     

 
 

CALCULATION OF RETURN ON ASSETS       
Numerator       

Income from continuing operations    $ 13,989     $ 14,043    
      

 
     

 
 

Denominator       
Average total assets of continuing operations    $ 170,185     $ 166,246    

      
 

     
 

 

Return on assets (ROA)      8.2%      8.4%   
      

 
     

 
 

     As of October 31,
Certain Balance Sheet Data    2009     2008     2007
Total assets of continuing operations    $ 172,789     $ 167,581     $164,910
Accumulated depreciation and amortization      39,549       34,048       30,100
Accounts payable      30,920       30,782       31,376
Accrued liabilities      16,638       15,343       14,773
 
(1) Based on continuing operations only and therefore excludes the impact of Gazeley Limited, a former United Kingdom property development subsidiary, which was sold in

the second quarter of fiscal 2009, and the closure of 23 stores and divesture of other properties of The Seiyu, Ltd. in Japan pursuant to restructuring program adopted during
the third quarter of fiscal 2009. All of these activities have been disclosed as discontinued operations. Total assets as of October 31, 2009, 2008 and 2007 in the table above
exclude assets of discontinued operations that are reflected in the Condensed Consolidated Balance Sheets of $145 million, $262 million and $749 million, respectively.

(2) The average is based on the addition of the account balance at the end of the current period to the account balance at the end of the prior period and dividing by 2.
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Free Cash Flow

We define free cash flow as net cash provided by operating activities in a period minus payments for property and equipment made in that period. We generated positive free
cash flow of $3.6 billion and $2.3 billion for the nine months ended October 31, 2009 and 2008, respectively. The increase in our free cash flow is primarily the result of improved
inventory management. Compared to October 31, 2008, consolidated inventory at October 31, 2009 decreased by 4.1%.

Free cash flow is considered a non-GAAP financial measure under the SEC’s rules. Management believes, however, that free cash flow is an important financial measure for
use in evaluating the Company’s financial performance, which measures our ability to generate additional cash from our business operations. Free cash flow should be considered in
addition to, rather than as a substitute for, income from continuing operations as a measure of our performance and net cash provided by operating activities as a measure of our
liquidity.

Additionally, our definition of free cash flow is limited, in that it does not represent residual cash flows available for discretionary expenditures due to the fact that the
measure does not deduct the payments required for debt service and other contractual obligations or payments made for business acquisitions. Therefore, we believe it is important
to view free cash flow as a measure that provides supplemental information to our entire statement of cash flows.

Although other companies report free cash flow, numerous methods may exist for calculating a company’s free cash flow. As a result, the method used by our management to
calculate free cash flow may differ from the methods other companies use to calculate their free cash flow. We urge you to understand the methods used by another company to
calculate its free cash flow before comparing our free cash flow to that of such other company.

The following table sets forth a reconciliation of free cash flow, a non-GAAP financial measure, to net cash provided by operating activities, a GAAP measure, which we
believe to be the GAAP financial measure most directly comparable to free cash flow, for the nine months ended October 31, 2009 and 2008, as well as information regarding net
cash used in investing activities and net cash used in financing activities in those periods.
 

     Nine Months Ended October 31,  
(Amounts in millions)    2009     2008  
Net cash provided by operating activities    $ 12,440     $ 10,426  
Payments for property and equipment      (8,885)      (8,174) 

                

Free cash flow    $ 3,555     $ 2,252  
      

 
     

 

Net cash used in investing activities    $ (8,661)    $ (6,797) 
Net cash used in financing activities    $ (4,926)    $ (3,047) 

Results of Operations

The following discussion of our Results of Operations is based on our continuing operations and excludes any results or discussion of our discontinued operations.

Consolidated

Three Months Ended October 31, 2009

Our consolidated net sales increased 1.1% and 7.6% for the third quarter of fiscal 2010 and fiscal 2009, respectively. The increase in fiscal 2010 primarily resulted from
increased customer traffic and international growth initiatives. Currency exchange rates had a $2.6 billion unfavorable impact on the International segment’s net sales for the third
quarter of fiscal 2010. For the third quarter of fiscal 2009, currency exchange rates had an insignificant favorable impact on the International segment’s net sales.

Our gross profit, as a percentage of net sales, (“gross profit margin”) increased from 24.6% for the third quarter of fiscal 2009 to 25.2% in the third quarter of fiscal 2010.
This increase is primarily due to more effective merchandising and strong inventory management in the Walmart U.S. and Sam’s Club segments and increased supply chain
productivity.

Operating expenses, as a percentage of net sales, increased 0.4 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009. This
increase is primarily due to higher health care benefit and club remodel costs, increased
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advertising expenses and higher technology and system expenses which relate to our long-term transformation projects to enhance our information systems. These expenses were
offset by lower wage-related expenses due to improvement in labor productivity.

Membership and other income, as a percentage of net sales, which includes a variety of income categories such as Sam’s Club membership income and tenant lease income,
increased slightly in the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009.

Interest, net, increased 4.2% for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009. This increase was primarily due to a decline in interest income,
as our average invested cash balance during the quarter was less than the comparative period last year.

Our effective income tax rate from continuing operations decreased from 34.9% for the third quarter of fiscal 2009 to 34.3% for the third quarter of fiscal 2010 due to the
settlement and changes in our assessment of certain discrete tax matters, as well as the mix of income between domestic and international operations.

Nine Months Ended October 31, 2009

Our total net sales decreased 0.3% for the nine months ended October 31, 2009 and increased 9.5% for the nine months ended October 31, 2008. The decrease in fiscal 2010
primarily resulted from the negative impact of currency exchange rates, lower fuel prices and price deflation in certain merchandise categories. Currency exchange rates had an
$11.7 billion unfavorable impact on the International segment’s net sales for the nine months ended October 31, 2009. Currency exchange rates had a $2.4 billion favorable impact
on the International segment’s net sales for the nine months ended October 31, 2008.

Our gross profit margin increased from 24.2% for the first nine months of fiscal 2009 to 24.9% for the nine months of fiscal 2010. This increase was primarily due to more
effective merchandising and strong inventory management in the Walmart U.S. and Sam’s Club segments and increased supply chain productivity.

Operating expenses, as a percentage of net sales, increased 0.6 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009.
This increase is primarily due to lower net sales, currency exchange rates, higher health care benefit and club remodel costs, increased advertising expenses and increased
technology and system expenses which relate to our long-term transformation projects to enhance our information systems for finance, merchandising and human resources.

Membership and other income, as a percentage of net sales, for the first nine months of fiscal 2010 was consistent with the first nine months of fiscal 2009.

Interest, net, for the first nine months of fiscal 2010 was consistent with the first nine months of fiscal 2009.

Our effective income tax rate from continuing operations decreased from 34.5% for the first nine months of fiscal 2009 to 34.1% for the first nine months of fiscal 2010 due
to the settlement and changes in our assessment of certain discrete tax matters, as well as the mix of income between domestic and international operations.

Walmart U.S. Segment

Three Months Ended October 31, 2009
(Amounts in millions)
 

Three months ended October 31,   
Segment
net sales   

Segment net
sales increase

from prior
fiscal year

third quarter   

Segment
operating

income   

Segment operating
income increase

from prior
fiscal year

third quarter    

Segment
operating

income as a percentage
of segment

net sales  
2009    $61,807   1.2%   $ 4,525   6.9%   7.3% 
2008      61,075   6.2%      4,232   7.3%    6.9% 

Net sales for the Walmart U.S. segment increased 1.2% for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009. The increase resulted primarily from
our continued expansion activities and increased customer traffic in our stores. Comparable store sales for the third quarter of fiscal 2010 decreased 0.6% due to a decrease in the
average transaction size per customer, in addition to price deflation in certain merchandise categories.

Gross profit margin increased 0.8 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009 primarily due to more effective
merchandising, including product mix, stronger inventory management, increased supply chain productivity and increased payments from suppliers to support advertising expenses.
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Operating expenses, as a percentage of segment net sales, increased 0.4 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009
primarily due to increases in health benefit costs, advertising expenses and less recycling income. These increases were offset by lower wage-related expenses attributable to
improvements in labor productivity.

Other income, as a percentage of segment net sales, for the third quarter of fiscal 2010 was consistent with the third quarter of fiscal 2009.

Nine Months Ended October 31, 2009
(Amounts in millions)
 

Nine months ended October 31,   
Segment
net sales   

Segment net
sales increase

from prior
fiscal year

period    

Segment
operating

income   

Segment operating
income increase
from prior fiscal

year period    

Segment operating
income as a percentage

of segment
net sales  

2009    $187,260   1.7%   $13,890   5.1%   7.4% 
2008      184,055   7.2%      13,219   8.9%    7.2% 

Net sales for the Walmart U.S. segment increased 1.7% for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009. The increase resulted from
our continued expansion activities and increased customer traffic in our stores. Comparable store sales for the first nine months of fiscal 2010 were flat.

Gross profit margin increased 0.8 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009 due to more effective
merchandising, improved inventory management, including lower inventory shrinkage, and increased supply chain productivity.

Operating expenses, as a percentage of segment net sales, increased 0.5 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal
2009 primarily due to a lower increase in net sales, higher health benefit costs and increased advertising expenses.

Other income, as a percentage of segment net sales, for the first nine months of fiscal 2010 decreased 0.1 percentage points compared to the first nine months of fiscal 2009
due to a decline in several miscellaneous income categories.

International Segment

At October 31, 2009, our International segment was comprised of our wholly-owned subsidiaries in Argentina, Brazil, Canada, Japan, Puerto Rico and the United Kingdom,
our majority-owned subsidiaries in Central America, Chile and Mexico and our joint ventures in China and India and our other controlled subsidiaries in China.

Three Months Ended October 31, 2009
(Amounts in millions)
 

Three months ended October 31,   
Segment
net sales   

Segment net
sales increase

from prior
fiscal year

third quarter   

Segment
operating

income   

Segment operating
income decrease/

increase from
prior fiscal year

third quarter    

Segment operating
income as a percentage

of segment
net sales  

2009    $25,307   1.6%   $ 1,119   -5.3%   4.4% 
2008      24,905   11.2%      1,182   10.7%    4.7% 

Net sales for the International segment increased 1.6% for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009. The increase primarily resulted from
the inclusion of results from D&S, our majority-owned Chilean subsidiary acquired in January 2009, and international growth initiatives. These increases for the third quarter of
fiscal 2010 were offset by the $2.6 billion unfavorable impact from currency exchange rates on the International segment’s net sales.

Gross profit margin for the third quarter of fiscal 2010 increased 0.1 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009 due to
the inclusion of results from D&S, acquired in January 2009, and international growth initiatives.
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Operating expenses, as a percentage of segment net sales, increased 0.5 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009
primarily due to the inclusion of results from D&S, international growth initiatives, $40 million of charges at D&S, primarily from additional reserves for credit card receivables
and a $46 million charge related to a previous sale-leaseback transaction.

Other income, as a percentage of segment net sales, increased slightly compared to the third quarter of fiscal 2009.

Operating income for the third quarter of fiscal 2010 had a $172 million unfavorable impact from changes in currency exchange rates.

Nine Months Ended October 31, 2009
(Amounts in millions)
 

Nine months ended October 31,   
Segment
net sales   

Segment net
sales decrease/increase

from prior
fiscal year

period    

Segment
operating

income   

Segment operating
income decrease/

increase from
prior fiscal
year period    

Segment operating
income as a percentage

of segment
net sales  

2009    $70,535   -4.8%   $ 3,142   -8.9%   4.5% 
2008      74,089   16.5%      3,450   15.5%    4.7% 

Net sales for the International segment decreased 4.8% for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009. The decrease for the first
nine months of fiscal 2010 primarily resulted from the $11.7 billion unfavorable impact from currency exchange rates, partially offset by the inclusion of results from D&S, our
majority-owned Chilean subsidiary acquired in January 2009.

Gross profit margin for the first nine months of fiscal 2010 increased 0.1 percentage points compared to the first nine months of 2009.

Operating expenses, as a percentage of segment net sales, increased 0.4 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal
2009 primarily due to the unfavorable impact of currency exchange rates, the inclusion of results from D&S, international growth initiatives, $40 million of charges at D&S,
primarily from additional reserves for credit card receivables and a $46 million charge related to a previous sale-leaseback transaction.

Other income, as a percentage of segment net sales, increased 0.2 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009
primarily due to the inclusion of results from D&S.

Operating income for the first nine months of fiscal 2010 had a $661 million unfavorable impact from changes in currency exchange rates.

Sam’s Club Segment

Three Months Ended October 31, 2009
(Amounts in millions)
 

Three months ended October 31,   
Segment
net sales   

Segment net
sales decrease/increase

from prior
fiscal year

third quarter    

Segment
operating

income   

Segment operating
income increase
from prior fiscal

year third
quarter    

Segment operating
income as a percentage

of segment
net sales  

2009    $11,553   -0.7%   $ 395   5.6%   3.4% 
2008      11,639   7.4%      374   1.6%    3.2% 

Net sales for the Sam’s Club segment decreased 0.7% for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009. The decrease was primarily due to
lower fuel prices and price deflation in certain merchandise categories. Comparable club sales, which decreased 2.0% in the third quarter of fiscal 2010, were negatively impacted
by 2.1 percentage points due to the decline in fuel sales and a decrease in average transaction size per member. Compared to the third quarter of fiscal 2009, fuel sales declined
primarily due to the decrease in average retail fuel price per gallon and average transaction size per member decreased due to price deflation in certain merchandise categories.
These negative impacts were offset by an increase in comparable club traffic.
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Gross profit margin increased 0.5 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009 due to a continued shift in merchandise
sales mix, as well as improved inventory management.

Operating expenses, as a percentage of segment net sales, increased 0.5 percentage points for the third quarter of fiscal 2010 compared to the third quarter of fiscal 2009
primarily due to the impact of lower fuel prices on net sales, as well as higher health benefit and club remodel costs.

Membership and other income, as a percentage of segment net sales, for the third quarter of fiscal 2010 increased 0.1 percentage points for the third quarter of fiscal 2010
compared to the third quarter of fiscal 2009.

Nine Months Ended October 31, 2009
(Amounts in millions)
 

Nine months ended October 31,   
Segment
net sales   

Segment net
sales decrease/increase

from prior
fiscal year

period    

Segment
operating

income   

Segment operating
income decrease/

increase from
prior fiscal
year period    

Segment operating
income as a percentage

of segment
net sales  

2009    $34,425   -1.8%   $ 1,207   -0.1%   3.5% 
2008      35,063   7.8%      1,208   1.0%    3.4% 

Net sales for the Sam’s Club segment decreased 1.8% for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009. The decrease was primarily
due to lower fuel prices and price deflation in certain merchandise categories. Comparable club sales, which decreased 2.8% in the first nine months of fiscal 2010, were negatively
impacted by 3.9 percentage points due to the decline in fuel sales and a decrease in average transaction size per member. Compared to the first nine months of fiscal 2009, fuel sales
declined primarily due to the decrease in average retail fuel price per gallon and average transaction size per member decreased due to price deflation in certain merchandise
categories. These negative impacts were offset by an increase in comparable club traffic.

Gross profit margin increased 0.8 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal 2009 due to a continued shift in
merchandise sales mix as well as improved inventory management.

Operating expenses, as a percentage of segment net sales, increased 0.8 percentage points for the first nine months of fiscal 2010 compared to the first nine months of fiscal
2009 due to the impact of lower fuel prices on net sales, as well as higher health benefit and club remodel costs.

Membership and other income, as a percentage of segment net sales, for the first nine months of fiscal 2010 was consistent with the nine months of fiscal 2009.

Unit Counts By Segment

As of October 31, 2009 and 2008, we operated the following number of stores, clubs and various other formats globally:
 

    
October 31, 2009

Units   
October 31, 2008

Units
Walmart U.S.    3,704   3,650
International    3,913   3,257
Sam’s Club    605   599

         

Total    8,222   7,506
         

For further information regarding unit counts please refer to our website www.walmartstores.com/investors.
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Liquidity and Capital Resources

Overview

Cash flows provided by operating activities supply us with a significant source of liquidity. The increase in cash flows provided by operating activities for the nine months
ended October 31, 2009, was primarily the result of improved inventory management. Selected cash flow data for the nine month periods ended October 31, 2009 and 2008 and
current assets and liabilities for the periods then ended, are as follows:
 

(Amounts in millions)
  

Nine Months Ended
October 31,  

   2009     2008  
Net cash provided by operating activities    $12,440     $10,426  

Purchase of Company stock      (5,105)     (3,521) 
Dividends paid      (3,179)     (2,814) 
Proceeds from issuance of long-term debt      5,465       5,568  
Payment of long-term debt      (4,799)     (5,064) 
Increase in commercial paper and other short-term borrowings, net      3,475       2,949  

Current assets    $51,948     $53,093  
Current liabilities      59,179       60,624  

Future Expansion

In the third quarter of fiscal 2009, the Company revised its capital expenditure forecast for the current fiscal year ending January 31, 2010. Capital expenditures for fiscal
year 2010 are expected to be approximately $13 billion. Cash paid for property and equipment was $8.9 billion and $8.2 billion for the nine months ended October 31, 2009 and
2008, respectively. These expenditures primarily relate to new store growth, as well as remodeling costs for existing stores.

Working Capital

Current liabilities exceeded current assets at October 31, 2009 by $7.2 billion, an increase of approximately $800 million from January 31, 2009. This increase is primarily
due to increased commercial paper and other short-term borrowings. Our ratio of current assets to current liabilities was 0.9 at October 31, 2009, October 31, 2008 and January 31,
2009. We generally operate with a working capital deficit due to our efficient use of cash in funding operations and in providing returns to shareholders in the form of share
repurchases and payment of dividends.

Company Share Repurchase Program

From time to time, we have repurchased shares of our common stock under a $15.0 billion share repurchase program authorized by our Board of Directors on May 31, 2007
and announced on June 1, 2007. On June 4, 2009, the Board of Directors replaced the $15.0 billion share repurchase program, which had approximately $3.4 billion of remaining
authorization for share repurchases, with a new $15.0 billion share repurchase program, announced on June 5, 2009. As a result, we have terminated, and will make no further share
repurchases under the program announced on June 1, 2007. As was the case with the replaced share repurchase program, the new program has no expiration date or other restriction
limiting the period over which we can make our share repurchases, and will expire only when and if we have repurchased $15.0 billion of our shares under the program or we
terminate or replace the program. Any repurchased shares are constructively retired and returned to unissued status. We consider several factors in determining when to execute the
share repurchases, including among other things, our current cash needs, our capacity for leverage, our cost of borrowings and the market price of our common stock. Part II, Item 2
“Unregistered Sales of Equity Securities and Use of Proceeds” below contains certain information regarding our share repurchases during the quarter ended October 31, 2009 under
the share repurchase programs described above.

Dividends Paid

On March 5, 2009, the Company’s Board of Directors approved an increase in the annual dividend for fiscal 2010 to $1.09 per share, an increase of 15% over the dividends
paid in fiscal 2009. The annual dividend is payable in four quarterly installments on April 6, 2009, June 1, 2009, September 8, 2009, and January 4, 2010 to holders of record on
March 13, May 15, August 14 and December 11, 2009, respectively. For the first nine months of fiscal 2010, the Company paid dividends of $3.2 billion, compared to $2.8 billion
for the first nine months of fiscal 2009. The Company expects to pay dividends of approximately $1 billion for the fourth
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quarter of fiscal 2010.

Capital Resources

Management believes that cash flows from operations and proceeds from the sale of commercial paper and other short-term borrowings will be sufficient to finance seasonal
buildups in merchandise inventories and meet other cash requirements. If our operating cash flows are not sufficient to pay dividends and to fund our capital expenditures, we
anticipate compensating for any shortfall in funding these expenditures with a combination of commercial paper and other short-term borrowings and long-term debt. We plan to
replace existing long-term debt as it matures and may desire to obtain additional long-term financing for other corporate purposes.

To monitor our credit rating and our capacity for long-term financing, we consider various qualitative and quantitative factors. We monitor the ratio of our debt to total
capitalization as support for our long-term financing decisions. At October 31, 2009 and 2008 and January 31, 2009, the ratio of our debt to total capitalization was approximately
41.2%, 41.8% and 39.3%, respectively. For the purpose of this calculation, debt is defined as the sum of commercial paper and other short-term borrowings, long-term debt due
within one year, obligations under capital leases due within one year, long-term debt and long-term obligations under capital leases. Total capitalization is defined as debt plus total
Walmart shareholders’ equity.

We use the ratio of adjusted cash flow from continuing operations to adjusted average debt as a metric to review leverage. Adjusted cash flow from continuing operations,
the numerator in the calculation, is defined as net cash provided by operating activities of continuing operations plus two-thirds of operating rent expense less capitalized interest
expense for the fiscal year or trailing twelve months. Adjusted average debt, the denominator in the calculation, is defined as average debt plus eight times average operating rent
expense. Average debt is the simple average of beginning and ending commercial paper and other short-term borrowings, long-term debt due within one year, obligations under
capital leases due within one year, long-term debt and long-term obligations under capital leases for the period. Average operating rent expense is the simple average of operating
rent expense over the current and prior fiscal years or twelve month periods. We believe this metric is useful to investors as it provides them with a tool to measure our leverage.
This metric was 43% and 37% for the twelve months ended October 31, 2009 and 2008, respectively. The increase in the metric is principally due to improvements in net cash flow
provided by operating activities.

The ratio of adjusted cash flow to adjusted average debt is considered a non-GAAP financial measure under the SEC’s rules. The most recognized directly comparable
measure calculated in accordance with generally accepted accounting principles is the ratio of net cash flow provided by operating activities of continuing operations for the fiscal
year or trailing twelve months to average debt (which excludes any effect of operating leases or capitalized interest), which was 53% and 45% for the trailing twelve months ended
October 31, 2009 and 2008, respectively.

Although other companies report their ratio of adjusted cash flow from continuing operations to adjusted average debt, numerous methods may exist for calculating that
ratio. As a result, the method used by our management to calculate our ratio of adjusted cash flow from continuing operations to adjusted average debt may differ from the methods
other companies use to calculate their ratios of adjusted cash flow from continuing operations to adjusted average debt. We urge you to understand the methods used by another
company to calculate its ratio of adjusted cash flow from continuing operations to adjusted average debt before comparing our ratio to that of such other company.

A detailed calculation of the adjusted cash flow from operations to adjusted average debt is set forth below along with a reconciliation to the most comparable measurement
calculated in accordance with generally accepted accounting principles.
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For the Twelve Months Ended

October 31,      
(Amounts in millions)    2009     2008      
Calculation of adjusted cash flow from operations to adjusted average debt
 

  
 

Numerator       
Cash flows provided by operating activities    $ 25,161     $ 21,244    
+ Two-thirds current period operating rent expense (1)      1,174       1,168    
– Current year capitalized interest expense      92       109    

                  

Adjusted cash flow from operations    $ 26,243     $ 22,303    
      

 
     

 
 

 

Denominator       
Average debt (2)    $ 47,212     $ 47,254    
Eight times average operating rent expense (3)      14,052       13,200    

                  

Average debt    $ 61,264     $ 60,454    
      

 
     

 
 

Adjusted cash flow from operations to average debt (4)      43%      37%   
      

 
     

 
 

 

Calculation of net cash flows from operating activities to average debt       
 

Numerator       
Net cash provided by operating activities    $ 25,161     $ 21,244    

      
 

     
 

 

 

Denominator       
Average debt (2)    $ 47,212     $ 47,254    

      
 

     
 

 

Cash flows from operating activities to average debt (4)      53%      45%  
      

 
     

 
 

 

Selected Financial Information       
Current period operating rent expense    $ 1,761     $ 1,752    
Prior period operating rent expense      1,752       1,548    
Current period capitalized interest      92       109    
 

Certain Balance Sheet Information       
     As of October 31,
     2009     2008     2007
Commercial paper and other short-term borrowings    $ 5,239     $ 7,932     $ 9,126
Long-term debt due within one year      4,169       4,753       4,412
Obligations under capital leases due within one year      344       314       309
Long-term debt      34,394       30,803       30,070
Long-term obligations under capital leases      3,207       3,268       3,520

                      

Total debt    $ 47,353     $ 47,070     $47,437
      

 
     

 
      

(1) 2/3 X $1,761 for the twelve months ended October 31, 2009 and 2/3 X $1,752 for the twelve months ended October 31, 2008.
(2) ($47,353 + $47,070)/2 for the twelve months ended October 31, 2009 and ($47,070 + $47,437)/2 for the twelve months ended October 31, 2008.
(3) 8 X (($1,761+ $1,752)/2) for the twelve months ended October 31, 2009 and 8 X (($1,752+ $1,548)/2) for the twelve months ended October 31, 2008.
(4) The calculation of the ratio as defined.

Certain Long-term Debt Transactions

On March 27, 2009, the Company issued and sold £1.0 billion of 5.625% Notes Due 2034 at an issue price equal to 98.981% of the notes’ aggregate principal
amount. Interest started accruing on the notes on March 27, 2009. The Company will pay interest on the notes on March 27 and September 27 of each year, commencing on
September 27, 2009. The notes will mature on March 27, 2034. The notes are senior, unsecured obligations of Walmart.

On May 21, 2009, the Company issued and sold $1.0 billion of 3.20% Notes Due 2014 at an issue price equal to 99.987% of the notes’ aggregate principal amount. Interest
started accruing on the notes on May 21, 2009. The Company will pay interest on the notes on May 15 and November 15 of each year, commencing on November 15, 2009. The
notes will mature on May 15, 2014. The notes are senior, unsecured obligations of Walmart.

On July 27, 2009, the Company issued and sold $500 million of 6.200% Notes Due 2038 at an issue price equal to 106.001% of the notes’ aggregate principal
amount. Interest started accruing on the notes on April 15, 2009. The Company will pay interest on the notes on April 15 and October 15 of each year, commencing on October 15,
2009. The notes will mature on April 15, 2038. The notes are senior, unsecured obligations of Walmart.
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On August 6, 2009, the Company issued and sold ¥83.1 billion of its Japanese Yen Bonds—Third Series (2009) (the “Fixed Rate Bonds”) and its ¥16.9 billion of its Japanese
Yen Floating Rate Bonds—Second Series (2009) (the “Floating Rate Bonds”) at an issue price, in the case of each issue of bonds, equal to the face amount of the bonds and used the
proceeds to reduce a portion of its outstanding Yen credit facility. The Fixed Rate Bonds bear interest at a rate of 1.49% per annum. The Floating Rate Bonds bear interest at a
floating rate of interest equal to an applicable six-month Yen LIBOR for each interest period plus 0.60%, with an initial interest rate of 1.235%. Interest started accruing on the
bonds on August 6, 2009. The Company will pay interest on the bonds on February 6 and August 6 of each year, commencing on February 6, 2010. The notes will mature on
August 6, 2014. The notes are senior, unsecured obligations of Walmart.

On September 21, 2009, the Company issued and sold €1.0 billion of its 4.875% Notes Due 2029 at an issue price equal to 99.074% of the notes’ aggregate principal
amount. Interest started accruing on the notes on September 21, 2009. The Company will pay interest on the notes on September 21 of each year, commencing on September 21,
2010. The notes will mature on September 21, 2029. The notes are senior, unsecured obligations of Walmart.
 
Item 3. Quantitative and Qualitative Disclosures about Market Risk

Market risks relating to our operations result primarily from changes in interest rates and changes in currency exchange rates. Our market risks at October 31, 2009 are
similar to those disclosed in our Form 10-K for the year ended January 31, 2009.

The information concerning market risk under the sub-caption “Market Risk” of the caption “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” on page 14 of the Annual Report to Shareholders for the year ended January 31, 2009 that is an exhibit to our Annual Report on Form 10-K for the year ended
January 31, 2009, is hereby incorporated by reference into this Quarterly Report on Form 10-Q.
 
Item 4. Controls and Procedures

We maintain a system of disclosure controls and procedures that are designed to provide reasonable assurance that information, which is required to be disclosed timely, is
accumulated and communicated to management in a timely fashion. In designing and evaluating such controls and procedures, we recognize that any controls and procedures, no
matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives. Our management, at times, must also use judgment in
evaluating controls and procedures. Also, we have had investments in certain unconsolidated entities. Because we did not control or manage those entities, our controls and
procedures with respect to those entities were substantially more limited than those we maintain with respect to our consolidated subsidiaries.

In the ordinary course of business, we review our system of internal control over financial reporting and make changes to our systems and processes to improve controls and
increase efficiency, while ensuring that we maintain an effective internal control environment. Changes may include such activities as implementing new, more efficient systems
and automating manual processes. In the second quarter of fiscal 2010, we began implementing a new financial system in stages. As part of the first stage, we implemented this
financial system in ASDA, our United Kingdom subsidiary. This new financial system is a significant component of our internal control over financial reporting. We will continue
to implement our new financial system in stages, and each implementation will become a significant component of our internal control over financial reporting.

An evaluation of the effectiveness of the design and operation of our disclosure controls and procedures was performed as of the end of the period covered by this report.
This evaluation was performed under the supervision and with the participation of management, including our Chief Executive Officer and Chief Financial Officer. Based upon that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls are effective to provide reasonable assurance that information required to
be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 1934, as amended, is accumulated and communicated to management,
including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure and are effective to provide reasonable
assurance that such information is recorded, processed, summarized and reported within the time periods specified by the SEC’s rules and forms.

There have been no changes in our internal control over financial reporting that occurred during the quarter covered by this report that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION
 

Item 1. Legal Proceedings

I. SUPPLEMENTAL INFORMATION: We discuss certain legal proceedings pending against us in Part I of this Quarterly Report on Form 10-Q under the caption “Item
1. Financial Statements,” in Note 11 to our Condensed Consolidated Financial
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Statements, which is captioned “Legal Proceedings,” and refer you to that discussion for important information concerning those legal proceedings, including the basis for such
actions and, where known, the relief sought. We provide the following additional information concerning those legal proceedings which sets forth the name of the lawsuit, the court
in which the lawsuit is pending and the date on which the petition commencing the lawsuit was filed. In each lawsuit’s name, the letters “WM” refer to Wal-Mart Stores, Inc.

Wage-and-Hour Class Actions: Braun/Hummel v. WM, Ct. of Common Pleas, Philadelphia County, PA, 3/20/02 & 8/30/04; Bryan v. WM, Superior Ct. of CA, Alameda
County, 10/9/08; Gellhaus v. WM, USDC, Eastern Dist. of TX, 7/21/09; Moore v. WM, USDC, Dist. of OR, 12/7/05; Klink v. WM, USDC, Dist. of OR, 2/26/09; Salvas v. WM,
Superior Ct., Middlesex County, MA, 8/21/01 (settled 10/19/09, subject to court approval); Smith/Ballard v. WM, USDC, Northern Dist. of CA, 3/16/06.

Exempt Status Cases: Salvador v. WM and Sam’s West, Inc., USDC, Central Dist. of CA, Western Div., 12/22/05; Sepulveda v. WM, USDC, Central Dist. of CA, Western
Div., 1/14/04; Patel v. WM, USDC, Middle Dist. of AL, 5/6/08; Zinman v. WM, USDC, Northern Dist. of CA, 05/08/09; Bramble and Lynch v. WM, USDC, Eastern Dist. of PA,
10/27/09; Bramble v. WM, Court of Common Pleas, Philadelphia County, PA; Lynch v. WM, Superior Ct., Plymouth County, MA, 10/27/09.

Gender Discrimination Cases: Dukes v. WM, USDC, Northern Dist. of CA, San Francisco Div., 6/19/01; 9th Circuit Ct. of Appeals, San Francisco, CA, 8/26/04; EEOC
(Smith) v. WM, USDC, Eastern Dist. of KY, London Div., 8/31/01.

II. ENVIRONMENTAL MATTERS: Item 103 of SEC Regulation S-K requires disclosure of certain environmental matters. The following matters are disclosed in
accordance with that requirement:

The District Attorney for Solano County, California, has alleged that the Company’s store in Vacaville, California, failed to comply with certain California statutes regulating
hazardous waste and hazardous materials handling practices. Specifically, the County is alleging that the Company improperly disposed of a limited amount of damaged or returned
product containing dry granular fertilizer and pesticides on or about April 3, 2002. The parties are currently negotiating toward a resolution of this matter. While management cannot
predict the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial condition or results of operations.

The District Attorney for Orange County, California, has alleged that the Company’s store in Foothill Ranch, California, failed to comply with certain California statutes
regulating hazardous waste and hazardous materials handling practices. Specifically, the County is alleging that the Company improperly disposed of a limited amount of damaged
product containing dry granular pesticide on or about January 24, 2005. The parties are currently negotiating toward a resolution of this matter. While management cannot predict
the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial condition or results of operations.

The U.S. Environmental Protection Agency (“EPA”) approached a grocery industry group to resolve issues relating to refrigerant-handling practices and to reduce the use of
ozone-depleting refrigerants in refrigeration equipment. The Company then approached the EPA independently to address these issues, and proposed a plan for removing ozone-
depleting refrigerants from certain types of refrigeration equipment. The parties are currently negotiating a resolution of this matter. While management cannot predict the ultimate
outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial condition or results of operations.

In January 2007, Wal-Mart Puerto Rico, Inc. became aware that the U.S. Army Corps of Engineers (“USACE”) was concerned about alleged violations of a permit issued by
that agency in 2003, for the fill of 0.23 acres of a creek and its contiguous wetlands during the construction of the Wal-Mart Store in Caguas, Puerto Rico. On January 19, 2007,
Wal-Mart Puerto Rico responded to these issues in writing. On January 25, 2007, the USACE issued a formal Notice of Non-Compliance to Wal-Mart Puerto Rico regarding this
matter. Wal-Mart Puerto Rico filed a formal response and is currently implementing mitigation measures and working with the USACE to resolve the matter. While management
cannot predict the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial condition or results of
operations.

On November 8, 2005, the Company received a grand jury subpoena from the United States Attorney’s Office for the Central District of California, seeking documents and
information relating to the Company’s receipt, transportation, handling, identification, recycling, treatment, storage and disposal of certain merchandise that constitutes hazardous
materials or hazardous waste. The Company has been informed by the U.S. Attorney’s Office for the Central District of California that it is a target of a criminal investigation into
potential violations of the Resource Conservation and Recovery Act (“RCRA”), the Clean Water Act and the Hazardous Materials Transportation Statute. This U.S. Attorney’s
Office contends, among other things, that the use of Company trucks to transport certain returned merchandise from the Company’s stores to its return centers is prohibited by
RCRA because those materials may be considered hazardous waste. The government alleges that, to comply with RCRA, the Company must ship from the store certain materials as
“hazardous waste” directly to a certified disposal facility using a certified hazardous waste carrier. The
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Company contends that the practice of transporting returned merchandise to its return centers for subsequent disposition, including disposal by certified facilities, is compliant with
applicable laws and regulations. While management cannot predict the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the
Company’s financial condition or results of operations.

Additionally, the U.S. Attorney’s Office in the Northern District of California has initiated its own investigation regarding the Company’s handling of hazardous materials
and hazardous waste and the Company has received administrative document requests from the California Department of Toxic Substances Control requesting documents and
information with respect to two of the Company’s distribution facilities. Further, the Company also received a subpoena from the Los Angeles County District Attorney’s Office for
documents and administrative interrogatories requesting information, among other things, regarding the Company’s handling of materials and hazardous waste. California state and
local government authorities and the State of Nevada have also initiated investigations into these matters. On November 3, 2009, the Company and the State of Nevada entered into
a settlement agreement whereby the Company agreed to maintain enhanced hazardous waste management procedures and pay a $5,000 civil penalty. The Company is cooperating
fully with the respective authorities. While management cannot predict the ultimate outcome in the California matter, management does not believe the outcome will have a material
effect on the Company’s financial condition or results of operations.

On March 28, 2008, the Company received a Notice of Violation from the Missouri Department of Natural Resources (“Department”) alleging various violations of Missouri
hazardous waste laws and regulations in connection with the activities of a third-party contractor with whom the Company had contracted for recycling services. The Department
alleges that the Company provided certain items to the contractor for recycling that should have been managed as hazardous waste. The U. S. Environmental Protection Agency
(“EPA”) has inspected the contractor’s facilities, and both the EPA and the U.S. Attorney’s Office for the Western District of Missouri are conducting investigations. The Company
has submitted a response to the Notice of Violation and is cooperating with these authorities. While management cannot predict the ultimate outcome of this matter, management
does not believe the outcome will have a material effect on the Company’s financial condition or results of operations.

On August 19, 2009, the Office of the District Attorney for Riverside County, California, notified the Company that it has instituted an investigation into whether violations
of California laws regarding underground storage tanks occurred at two Sam’s Club gasoline stations. The Company is cooperating with the County’s investigation. While
management cannot predict the ultimate outcome of this matter, management does not believe the outcome will have a material effect on the Company’s financial condition or
results of operations.

On November 6, 2009, the California South Coast Air Quality Management District (“SCAQMD”) notified the Company that it has instituted an investigation into whether
Walmart stores located in the 4-county SCAQMD jurisdiction sold paints and other coatings that contained volatile organic compounds in excess of SCAQMD limits. The Company
is cooperating with the SCAQMD’s investigation. While management cannot predict the ultimate outcome of this matter, management does not believe the outcome will have a
material affect on the Company’s financial condition or results of operations.
 
Item 1A. Risk Factors

The risks described in Item 1A, Risk Factors, in our Annual Report on Form 10-K for the year ended January 31, 2009, could materially and adversely affect our business,
financial condition and results of operations. The risk factors discussed in that Form 10-K do not identify all risks that we face because 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 to our operations. No material change in the risk factors discussed in
that Form 10-K has occurred.
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

From time to time, we have repurchased shares of our common stock under a $15.0 billion share repurchase program authorized by our Board of Directors on May 31, 2007
and announced on June 1, 2007. On June 4, 2009, the Board of Directors replaced the $15.0 billion share repurchase program, which had approximately $3.4 billion of remaining
authorization for share repurchases, with a new $15.0 billion share repurchase program, announced on June 5, 2009. As a result, we have terminated, and will make no further share
repurchases under the program announced on June 1, 2007. As was the case with the replaced share repurchase program, the new program has no expiration date or other restriction
limiting the period over which we can make our share repurchases, and will expire only when and if we have repurchased $15.0 billion of our shares under the program or we
earlier terminate or replace the program. Any repurchased shares are constructively retired and returned to unissued status. We consider several factors in determining when to
execute the share repurchases, including among other things, our current cash needs, our capacity for leverage, our cost of borrowings and the market price of our common stock.
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Share repurchase activity under our share repurchase program was as follows during our quarter ended October 31, 2009:
 

Fiscal Period   

Total
Number of

Shares
Purchased   

Average
Price Paid
per Share   

Total
Number of

Shares
Purchased
as Part of
Publicly

Announced
Plans or

Programs   

Approximate
Dollar Value of

Shares that
May Yet Be
Purchased
Under the
Plans or

Programs
(billions)

August 1-31, 2009    11,314,036   $ 50.75   11,314,036   $ 13.1
September 1-30, 2009    16,159,280   $ 50.40   16,159,280     12.3
October 1-31, 2009    19,312,743   $ 50.14   19,312,743     11.3

                   

Total    46,786,059      46,786,059   $ 11.3
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Item 4. Other Information

This Quarterly Report contains statements that Walmart believes are “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of
1995, and intended to enjoy the protection of the safe harbor for forward-looking statements provided by that Act. These forward-looking statements include: (1) a statement in Note
2 to Walmart’s Condensed Consolidated Financial Statements as of and for the quarter ended October 31, 2009 regarding the expected effect of the adoption of a new accounting
policy on Walmart’s consolidated financial statements; statements in Note 10 to those Condensed Consolidated Financial Statements regarding the forecasted full year effective tax
rate for Walmart’s fiscal year 2010 and the factors that will impact that effective tax rate, regarding the possible effect of the recognition of certain unrecognized tax benefits and the
effect of such recognition on Walmart’s effective tax rate and regarding the possible resolution of certain tax audit issues and other tax matters in the future; statements in Note 11 to
those Condensed Consolidated Financial Statements regarding the outcome of the settlements of certain litigation to which Walmart is a party; and a statement in Note 13 to those
Condensed Consolidated Financial Statements regarding how Walmart will record certain amounts in the future and management’s expectation that such amounts will not be
material; (2) in Part I., Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of Operations”: a statement under the caption “Company Performance
Metrics—Total Sales,” relating to the continuing impact of volatility in currency exchange rates on Walmart’s International segment’s net sales; a statement under the caption
“Liquidity and Capital Resources—Future Expansion” relating to management’s expectations regarding Walmart’s aggregate capital expenditures in its fiscal year 2010; and
statements under the caption “Liquidity and Capital Resources—Capital Resources” regarding management’s expectations regarding the sufficiency of cash flows from operations
and the proceeds of the sale of commercial paper and other short-term borrowings to finance seasonal inventory buildups and to meet other cash requirements, management’s
expectations regarding funding certain cash flow shortfalls with a combination of commercial paper and other short-term borrowings and long-term debt securities, management’s
plans to replace existing long-term debt as it matures, and management’s expectations as to obtaining additional long-term financing for other corporate purposes; (3) a statement in
Part I., Item 4. “Controls and Procedures” regarding management’s expectations as to the continuing implementation of a new financial system and each implementation becoming
a significant component of Walmart’s internal control over financial reporting; and (4) statements in Part I., Item 2. “Management’s Discussion and Analysis of Financial Condition
and Results of Operations-Liquidity and Capital Resources-Capital Resources” and in Part II, Item 2. “Unregistered Sales of Equity Securities and Use of Proceeds” regarding
management’s expectations as to factors to be considered in repurchasing shares under a share repurchase program. These statements are identified by the use of the words
“anticipate,” “are expected,” “consider,” “could reduce,” “expect,” “expected,” “may continue,” “may desire,” “may result,” “plan,” “will be,” “will become,” “will continue,” “will
impact,” “would affect,” or a variation of one of those words or phrases in those statements or by the use of words or phrases of similar import. These forward-looking statements
are subject to risks, uncertainties and other factors, domestically and internationally, including general economic conditions, including the current economic crisis and disruption in
the financial markets, unemployment levels, consumer credit availability, levels of consumer disposable income, consumer spending patterns and debt levels, inflation, deflation, the
cost of the goods that Walmart sells, labor costs, transportation costs, the cost of diesel fuel, gasoline, natural gas and electricity, the cost of healthcare benefits, accident costs,
Walmart’s casualty and other insurance costs, information security costs, the cost of construction materials, availability of acceptable building sites for new stores, clubs and other
formats, competitive pressures, accident-related costs, weather patterns, catastrophic events, storm and other damage to Walmart’s stores and distribution centers, weather-related
closing of stores, availability and transport of goods from domestic and foreign suppliers, currency exchange fluctuations and volatility, trade restrictions, changes in tariff and
freight rates, adoption of or changes in tax and other laws and regulations that affect Walmart’s business, costs of compliance with laws and regulations, the outcome of legal
proceedings to which Walmart is a party, interest rate fluctuations, changes in employment legislation and other capital market, pandemics, economic and geo-political conditions
and events, including civil unrest and terrorist attacks, and other risks. Walmart discusses certain of these matters more fully, as well as certain risk factors that may affect its
business operations, financial condition and results of operations, in other of Walmart’s filings with the SEC, including its Annual Report on Form 10-K for the year ended
January 31, 2009. This Quarterly Report should be read in conjunction with that Annual Report on Form 10-K and all of Walmart’s other filings, including Current Reports on Form
8-K, made with the SEC through the date of this report. Walmart urges you to consider all of these risks, uncertainties and other factors carefully in evaluating the forward-looking
statements contained in this Quarterly Report. As a result of these and other matters, including changes in facts, assumptions not being realized or other factors, the actual results
relating to the subject matter of any forward-looking statement in this Quarterly Report may differ materially from the anticipated results expressed or implied in that forward-
looking statement. The forward-looking statements included in this Quarterly Report are made only as of the date of this report, and Walmart undertakes no obligation to update any
of these forward-looking statements to reflect subsequent events or circumstances.
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Item 5. Exhibits

The following documents are filed as an exhibit to this Quarterly Report on Form 10-Q:
 
Exhibit 3(i)

  

Restated Certificate of Incorporation of the Company is incorporated herein by reference to Exhibit 3(a) to the Annual Report on Form 10-K of the
Company for the year ended January 31, 1989 (which document may be found and reviewed in the SEC’s Public Reference Room at 100 F Street,
NE, Room 1580, Washington, D.C. 20549, in the files therein relating to the Company, whose SEC file number is No. 1-6991), the Certificate of
Amendment to the Restated Certificate of Incorporation is incorporated herein by reference to Registration Statement on Form S-8 (File Number 33-
43315) and the Certificate of Amendment to the Restated Certificate of Incorporation is incorporated hereby by reference to the Current Report on
Form 8-K of the Company, dated August 11, 1999 (which document may be found and reviewed in the SEC’s Public Reference Room at 100 F Street,
NE, Room 1580, Washington, D.C. 20549, in the files therein relating to the Company, whose SEC file number is No. 1-6991).

Exhibit 3(ii)
  

Amended and Restated Bylaws of the Company are incorporated herein by reference to Exhibit 3.1 to the Current Report on Form 8-K of the
Company filed on September 25, 2006.

Exhibit 12.1*    Ratio of Earnings to Fixed Charges

Exhibit 31.1*    Chief Executive Officer Section 302 Certification

Exhibit 31.2*    Chief Financial Officer Section 302 Certification

Exhibit 32.1**    Chief Executive Officer Section 906 Certification

Exhibit 32.2**    Chief Financial Officer Section 906 Certification

Exhibit 99

  

The information incorporated by reference in Part I, Item 3 of this Quarterly Report on Form 10-Q is incorporated by reference to the material set
forth under the sub-caption “Market Risk” in Management’s Discussion and Analysis of Financial Condition and Results of Operations, which is
contained in Exhibit 13 to the Company’s Annual Report on Form 10-K for the year ended January 31, 2009, as filed with the Securities and
Exchange Commission.

Exhibit 101.INS**+    XBRL Instance Document

Exhibit 101.SCH**+    XBRL Taxonomy Extension Schema Document

Exhibit 101.CAL**+    XBRL Taxonomy Extension Calculation Linkbase Document

Exhibit 101.LAB**+    XBRL Taxonomy Extension Label Linkbase Document

Exhibit 101.PRE**+    XBRL Taxonomy Extension Presentation Linkbase Document
 
* Filed herewith as an Exhibit.
** Furnished herewith as an Exhibit.
+ Submitted electronically with this Quarterly Report.

The Company agrees to furnish to the Commission, upon the Commission’s request, the instruments with respect to the Company’s Japanese Yen Bonds—Third Series
(2009) and Japanese Yen Floating Rate Bonds—Second Series (2009), which are discussed in Note 4 to the Company’s Condensed Consolidated Financial Statements included in
Part I. Financial Information, Item 1. Financial Statements in this Quarterly Report on Form 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
 

  WAL-MART STORES, INC.

Date: December 7, 2009   By:  /s/ Michael T. Duke

   

Michael T. Duke
President and Chief Executive Officer

Date: December 7, 2009   By:  /s/ Thomas M. Schoewe

   

Thomas M. Schoewe
Executive Vice President and Chief Financial Officer

Date: December 7, 2009   By:  /s/ Steven P. Whaley

   

Steven P. Whaley
Senior Vice President and Controller
(Principal Accounting Officer)
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Index to Exhibits

The following documents are filed as an exhibit to this Quarterly Report on Form 10-Q:
 
Exhibit 3(i)

  

Restated Certificate of Incorporation of the Company is incorporated herein by reference to Exhibit 3(a) to the Annual Report on Form 10-K of
the Company for the year ended January 31, 1989 (which document may be found and reviewed in the SEC’s Public Reference Room at 100 F
Street, NE, Room 1580, Washington, D.C. 20549, in the files therein relating to the Company, whose SEC file number is No.
1-6991), the Certificate of Amendment to the Restated Certificate of Incorporation is incorporated herein by reference to Registration Statement
on Form S-8 (File Number 33-43315) and the Certificate of Amendment to the Restated Certificate of Incorporation is incorporated hereby by
reference to the Current Report on Form 8-K of the Company, dated August 11, 1999 (which document may be found and reviewed in the SEC’s
Public Reference Room at 100 F Street, NE, Room 1580, Washington, D.C. 20549, in the files therein relating to the Company, whose SEC file
number is No. 1-6991).

Exhibit 3(ii)
  

Amended and Restated Bylaws of the Company are incorporated herein by reference to Exhibit 3.1 to the Current Report on Form 8-K of the
Company filed on September 25, 2006.

Exhibit 12.1*    Ratio of Earnings to Fixed Charges

Exhibit 31.1*    Chief Executive Officer Section 302 Certification

Exhibit 31.2*    Chief Financial Officer Section 302 Certification

Exhibit 32.1**    Chief Executive Officer Section 906 Certification

Exhibit 32.2**    Chief Financial Officer Section 906 Certification

Exhibit 99

  

The information incorporated by reference in Part I, Item 3 of this Quarterly Report on Form 10-Q is incorporated by reference to the material set
forth under the sub-caption “Market Risk” in Management’s Discussion and Analysis of Financial Condition and Results of Operations, which is
contained in Exhibit 13 to the Company’s Annual Report on Form 10-K for the year ended January 31, 2009, as filed with the Securities and
Exchange Commission.

Exhibit 101.INS**+    XBRL Instance Document

Exhibit 101.SCH**+    XBRL Taxonomy Extension Schema Document

Exhibit 101.CAL**+    XBRL Taxonomy Extension Calculation Linkbase Document

Exhibit 101.LAB**+    XBRL Taxonomy Extension Label Linkbase Document

Exhibit 101.PRE**+    XBRL Taxonomy Extension Presentation Linkbase Document
 
* Filed herewith as an Exhibit.
** Furnished herewith as an Exhibit.
+ Submitted electronically with this Quarterly Report.



Exhibit 12.1

WAL-MART STORES, INC.
Ratio of Earnings to Fixed Charges

 
     Nine Months Ended     Fiscal Year  

(Amounts in millions)   
October 31,

2009    
October 31,

2008     2009     2008     2007     2006     2005  
Income from continuing operations before income taxes    $ 15,277     $ 15,013     $20,898     $20,158     $18,968     $17,513     $16,289  

Capitalized interest      (72)     (68)     (88)     (150)     (182)     (157)     (120) 
Consolidated net income attributable to the noncontrolling interest      (338)     (365)     (499)     (406)     (425)     (324)     (249) 

                                                        

Adjusted income from continuing operations before income taxes      14,867       14,580       20,311       19,602       18,361       17,032       15,920  
                                                        

Fixed Charges:               
Interest *      1,622       1,689       2,267       2,267       2,009       1,603       1,326  
Interest component of rent      434       308       406       464       368       328       319  

                                                        

Total fixed charges      2,056       1,997       2,673       2,731       2,377       1,931       1,645  
                                                        

Income from continuing operations before income taxes and fixed charges    $ 16,923     $ 16,577     $22,984     $22,333     $20,738     $18,963     $17,565  
      

 
     

 
     

 
     

 
     

 
     

 
     

 

Ratio of earnings to fixed charges (times)      8.2       8.3       8.6       8.2       8.7       9.8       10.7  
 
* Includes interest on debt and capital leases, amortization of debt issuance costs and capitalized interest.

Financial information for fiscal years 2006, 2007 and 2008 has been restated to reflect the impact of the following activities in fiscal 2009:
 

  •   The closure and disposition of 23 stores and other properties of The Seiyu, Ltd. in Japan under a restructuring plan; and
 

  •   The sale of Gazeley Limited, a former property development subsidiary in the United Kingdom.

Financial information for fiscal year 2005 has not been restated to reflect the impact of these activities as the adjustments are immaterial.

Financial information for fiscal years 2005 and 2006 has been restated to reflect the disposition of our South Korean and German operations that occurred in fiscal 2007.



Exhibit 31.1

I, Michael T. Duke, certify that:
 

  1. I have reviewed this Quarterly Report on Form 10-Q of Wal-Mart Stores, Inc. (the “registrant”);
 

 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

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

 

 
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to

provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

 

 
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the

disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluations; and
 

 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter

that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.
 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s

auditors and the Audit Committee of registrant’s Board of Directors:
 

 
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to

adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 
Date: December 7, 2009     /s/ Michael T. Duke

    Michael T. Duke
    President and Chief Executive Officer



Exhibit 31.2

I, Thomas M. Schoewe, certify that:
 

  1. I have reviewed this Quarterly Report on Form 10-Q of Wal-Mart Stores, Inc. (the “registrant”);
 

 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 

 
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

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

 

 
b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to

provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

 

 
c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the

disclosure controls and procedures, as of the end of the period covered by this report, based on such evaluations; and
 

 
d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter

that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting.
 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s

auditors and the Audit Committee of registrant’s Board of Directors:
 

 
a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to

adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 
Date: December 7, 2009     /s/ Thomas M. Schoewe

    Thomas M. Schoewe
    Executive Vice President and Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350 (AS ADOPTED
PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002)

In connection with the Quarterly Report of Wal-Mart Stores, Inc. (the “Company”) on Form 10-Q for the period ending October 31, 2009 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Michael T. Duke, President and Chief Executive Officer of the Company, certify to my knowledge and in my capacity as
an officer of the Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of the dates and for the
periods expressed in the Report.

IN WITNESS WHEREOF, the undersigned has executed this Certificate, effective as of December 7, 2009.
 

/s/ Michael T. Duke
Michael T. Duke
President and Chief Executive Officer



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350 (AS ADOPTED
PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002)

In connection with the Quarterly Report of Wal-Mart Stores, Inc. (the “Company”) on Form 10-Q for the period ending October 31, 2009 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Thomas M. Schoewe, Executive Vice President and Chief Financial Officer of the Company, certify to my knowledge
and in my capacity as an officer of the Company, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of the dates and for the
periods expressed in the Report.

IN WITNESS WHEREOF, the undersigned has executed this Certificate, effective as of December 7, 2009.
 

/s/ Thomas M. Schoewe
Thomas M. Schoewe
Executive Vice President and Chief Financial Officer


