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Walmart

Financial Highlights

Fiscal Year Ended January 31,

e EnddJery 31 2010 2009 2008 2007 2006
Net sales® $405.0 $401.1 $373.8 $344.8 $308.9
Net sales increase 1.0% 7.3% 8.4% 11.6% 9.8%
Operating income!? $ 240 $ 22.8 $ 22.0 . $ 205 $ 18.7
Earnings per share®” $ 3.72 $ 335 $ 3.16 $ 2.92 $ 2.72
Dividend per share® $ 1.09 $ 0.95 $ 0.88 $ 0.67 $ 0.60

) Additional details can be found in the footnotes of the Five-Year Financial Summary.

@ Annual dividend declared for fiscal year 2011 is $1.21.

Fiscal Year Ended January 31,

(In billions) 201 0 2009
ROI® 19.3% 19.3%
ROA 8.9% 8.4%
Free cash flow® $14.1 $11.6
Net cash provided by operating activities $26.2 $23.1

M ROI and free cash flow are non-GAAP measures, which are shown with their closest GAAP
measures, ROA and net cash provided by operating activities, respectively. The reconciliations and
other information regarding these non-GAAP measures can be found in the Management’s Discussion
and Analysis of Financial Condition and Results of Operations included in this Annual Report.

Business Description:

Walmart was built on the foundation of saving people money so they can live better. This mission has allowed the
company to grow to more than 8,400 stores in 15 countries around the world. The culture and values instilled by comipany
founder Sam Walton come alive daily, as Walmart’s 2 million associates serve more than 200 million customers and

members each week.



TO OU
Shareholders, Associates and Customers

Our Priorities: Growth. Leverage. Returns. Ouc of the mose o

i ¢y -

was the important sales day after Fhavksgiving in the United

me during th

States. As | walked through one of our stores, the engineer in me loved secing the efficier 1ney
and smoothness of how our operations executed and performed. But [ loved even more

hearing from customers who were going to be able to afford an enjoyable Christmas for

therr families. They were so thankful for Walmart, and we were so thankful for the oppor-

unity to help them.

Customers all around the world trust us to fulfill our mission of saving people money
so they can live better. They expect quality, low prices and the absolute best value. Last year,
we delivered on those expectations. By doing so, we showed how much we care about

our customers, especially in difficult times. And just as important, we produced strong

results for our shareholders. I want to thank our two million associates around the world

for this success. 1 appreciate them for all they do every day to serve our customers and

uphold our company’s beliefs and values.

Michael 1. Diike
President and Chief Exceutive Officer
Wal-Mart Stores, Inc.
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Priorities
¢ Growth: We are continuing to grow around the
world. We have many opportunities to grow by
opening new stores, entering new markets,
making acquisitions, integrating online channels,

and developing new, innovative formats to allow
people to experience the Walmart brands.

¢ Leverage: We are leveraging our scale and best
practices to create competitive advantages. We also
remain committed to leveraging operating expenses
and finding additional ways to benefit from our
global expertise, talented associates and
company scale.

¢ Returns: We have a rich heritage of delivering
strong shareholder returns. Each operating
segment is focused on contributing to consistent,
strong company returns.

Financial and operating results. Throughout my career, I've
always emphasized performance. And I'm really proud of the
performance of our team around the world and the results
Walmart delivered for fiscal year 2010 in a year challenged by a
difficult economy in all of our markets. Our results reflect the
underlying strength of our business and our strategies to
improve shareholder value.

For the full year, Walmart reported earnings per share of $3.72.
Net sales were more than $405 billion this year, with International
net sales exceeding $100 billion for the first time in Walmart’s
history. Our free cash flow performance continues to be
impressive, closing the year with $14.1 billion in free cash flow.
We also posted a pre-tax return on investment (ROI) of 19.3

percent for the year, equal to last year’s ROl performance.
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We strongly believe that Walmart is the best positioned global
retailer and that we can continue to build on our momentum. As
amazed as I've been by the global growth I've seen during my 15
years at Walmart, I'm even more impressed by the opportunities that
are ahead both in the United States and around the world.

Specifically, we're focused on enhancing shareholder value by

driving three important priorities: growth, leverage and returns.

Growth. First, we continue to have aggressive growth plans. I believe
that no other global retailer can deliver the kind of growth that
Walmart can over the next several years. In the United States, we
have considerable opportunities in major metropolitan markets,
with innovative new formats and by making our existing assets
more productive. We also have lots of opportunities in Walmart
International by accelerating square footage growth, entering new
markets and making acquisitions. Sam’s membership initiatives will
attract new members. We’ll continue to expand into new channels,
so customers can shop and experience Walmart when, where and

how they want.

Leverage. Second, we are committed throughout the organization
to leverage expenses and improve productivity. Our goal remains
very clear: we will grow operating expenses slower than sales and
grow operating income faster than sales. By lowering expenses,
passing those savings on to customers, bringing more customers
in our doors, and selling more merchandise, we're reenergizing
the “productivity loop” that’s been so vital to Walmart through-
out our history. We will do even more to leverage the scale,
expenses and expertise of our total company all around the world.
We’ll continue to make investments in technology that are clearly
driving greater efficiency throughout our company. And we plan

to move even quicker and be a more innovative company.

Returns. Third, we have a track record of generating solid returns
at Walmart. Each operating segment has a long-term plan to con-
tribute to strong company returns. Our goal is also to continue to
produce significant free cash flow to drive our ROI performance

and deliver greater shareholder value.



Live better. Throughout my first vear in this new role, I was contnually impressed with Walmart’s
opportunity to lead on big issues in the world. We are proud of our work to be a more sustainable
company, to make health care in the United States more affordable and accessible, and to create
economic opportunity through jobs and investments in our conmmunities. With our reach and the
people, communities and customers we represent, we must continue to make a difference on the
issues that matter.

Looking ahead, we will expand our commitnent to providing even more career opportunities
to associates. We'll also build on our leadership in sustainability through progress on the Sustainable
Product Index and our commitment to reduce the greenhouse gas emissions in the life cycle of
the products on our shelves. The fact is our leadership has helped people and communities think

even better of Wahmart, as well as drive innovation and change throughout our company.

This time and this world. We live ata time and in a world that | believe wuly calls out tor Wahnare
and the work that our two million associates do every day. Sam Walton may not have been able to
guess the specific challenges we've all faced over the past year or the challenges we'll face in the
future. Bur he had a vision for a company that would
help people “save and do better™ in life. And he believed
that vision could apply everywhere. Its up to us to tulfill
this vision to the greatest extent possible. Thats our
responsibility. When Uspeak with customers, I know this
is what they expect from Walmart — no matter how
good or challenging the cconomy.

At the same time, we will live and uphold our
extraordinary values and beliefs that are the toundation
of everything we do. We'll show that we respect indi-
viduals and always put our customers first, while driving
the changes needed to be an even better company.

We will make the absolute most of our opportunity

and capacity to lead as a retailer, as a company, and as

LAstening 10 onr Customers is i inportanl part of ot

people who truly care about serving and helping other
cultirre, 1es thironeh customer teractions that we rruly
people around the world. , ; } . o .
vrderstand thetr expectations of Fealiart as e work fo

cean live beirer

save people money so the

!

Wil T Drae

Michael T. Duke
President and Chief Executive Officer
Wal-Mart Stores, Inc.
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Millions of customers trust Walmart U.S. every day to
deliver value through quality merchandise at the lowest
possible price. Customers continue to rank us higher than
ever for fast checkout, friendly associates and clean stores.
Our associates are more engaged than cver in serving

Walmart customers.

Busy moms expect a clean and efficient store layour
with clear messages on price and value. They also
depend on Walmart to have high-quality products
at everyday low prices, whether iv is the freshest
produce or basic apparel. Our continued investments
in systenis and processes contribute o a further

reduction of invenitory.




SAVING CUSTOMERS MONEY
So They Can Live Better

Growth opportunities continue. We are more committed than ever to helping customers save money so
they can live better in every category throughout the store. Price leadership continues to be the cornerstone
ot how we go to market. The remodeling program, a key component of the Project Impact serategic
framework, 1s now in its third vear and continues to improve the customer shopping experience.
Growth in the United States will come from additional penctration into more metropolitan markets,
as well as from new formats and stronger integration with the online business. Walmart.com traffic
exceeded one billion visits this past year, growing more than 15 percent over the previous year

through Site-to-Store™ and home delivery.

Leverage scale and reduce cosis. lnnovation, process improvements and strong management teams
drove significant improvements in our business. Walmare U.S. repositioned the business to leverage
operating expenses on a slower rate of sales growth this past year. Improved productivity through
enhanced scheduling systems better matched associate staffing levels in our stores to customer traftic.
Stronger supply chain processes also improved inventory flow. Merchandising and planning systems
contributed to lower inventory levels, which were also benefited by increased sell-through. Global
sourcing initiatives now under way will strengthen efforts to drive down the cost of goods and pass
those savings on to our customers. The restructuring of the Walmart U.S. operations organization,
announced early this vear, provides a much more integrated approach to running the business and

creates opportunities for career development and growth for our talented associates.

Improved returns. Walmare U.S. significantly increased its cash flow and return on invested capital
in fiscal 2010, Gross margin improvements, tight expense control, strong nventory management and
efficient capital allocation contributed to this improved performance. We reduced year-end inventory

by $1.8 billion, or 7.6 percent, and increased inventory turns as well.
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International

Walmart International’s significant growth demonstrates
that delivering low prices on quality products resonates
with consumers in every market. Today, we are helping
to make this a reality for millions of customers in 14
countries outside the United States. Last year, we added
more than 21 million square feet of retail space and we

expect to grow as much as 8 ro 10 percent this year.

He serve siich diverse consuer markets as Chiina,
Mexico, the United Kingdon and Brazil While
we tailor the assortment and store layour 1o the
needs of each couniry, customers around the world
depend on us to consistently deliver freshuiess and

quality at a conpelling price.
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GROWING GLOBALLY
To Serve More Customers

Our dual growth strategy. Walmart International achieved a milestone by surpassing the $100 billion
net sales mark for the year. Our fastest growing division is expected to continue an aggressive pace through
strong organic growth and acquisitions. [n fiscal 2010, we added more than 500 units, all from organic
growth. Walmart Canada continues to increase sales through its supercentre expansion program. Brazil,
China and Mexico continue to offer significant opportunities to add new stores and serve more customers.

We will grow in our countries by winning locally. Each country’s management team works strategically,
using a winuing customer proposition by store format and by the total market. We must remain relevant
to the custonmer in order to grow, and our management teams have the freedom to operate within their
overall framework to tailor store format, merchandise and price points to the needs of each individual
market. We also continue to work closely with governments where we operate, by aligning with them

to drive economic growth, including jobs.

Leverage scale and expertise. We are tocused on leveraging both operating expenses and our scale to
improve performance and profitability. Sharing our knowledge and best practices helps drive efficiencies
and increase sales within the country and across regions. We also recognize that one solution can’t meet the
needs of every country, as custoniers trust their local brands to be relevant to their needs. Adhering to the
“productivity loop™” — buying for less, operating for less and selling for less — remains critical to our success.

We closed the year by leveraging expenses as a division on a constant currency basis, before the impact
of our acqusition in Chile, and we are committed to further improvements this year, including decreasing

the mventory “days on hand.”

Improve returns. We will balance our significant growth with our goal of improving returns. The risk
profile of more mature markets like the United Kingdom helps provide the balance for significant growth
opportunities in emerging markets like Brazil, China and India. We are disciplined in our capital efficiency,

as our returns are more predictable on organic growth than acquisitions.

Walmart 2010 Annual Report 7



Savings Made Simple

Exceeding our members’ expectations on
product quality and assortment is at the heart
of the Sam’s Club experience, whether ir's
an Advantage or Business member When we
integrate that with excelleni services, we have

a recipe for member retention and growilr.

HELPING MEMBERS
Make Smart Choices

Grow sales, membership and share. Our mission is to make savings simple for members
by providing them with exciting, quality merchandise and a superior shopping experience,
all at a great value.

In fiscal 2010, we launched a number of key initiatives to grow the business. For
example, eValues strengthens relatdonships with Plus members by adding even more value
to the Sa’s Club membership. We are showing members how to save even more by shop-
ping additional categories in the club. We expect to see increased sales and memberships.

Our focus on measuring member insights is powering merchandising, membership
and operational initiatives. Member views and attitudes guide us in making merchan-
dise choices that are more relevant for all members, as well as meeting their high quality
expectations. We are tiloring our merchandise mix and strengthening quality to accelerate
share growth in large profitable categories.

We are even more focused on meeting the needs of both our Advantage and
Business members. Members rely on Sam’s for a variety of products including fresh
food, oftice products, health and wellness, and consumable products. In addition, we are
able to excite our members with great electronic, seasonal, apparel and other products.
Members continue to shop us for many reasons — from the “stock up” trip to the

weekday dinner to the special event.

Leveraging efficiency to drive returns. We arc mvesting greater capital i remodeling
clubs to make shopping more efficient and enjoyable. We have made our clubs more
productive by reducing inventory, leveraging expenses and eliminating non-value-added
activities. Our process improvements significantly strengthened scores in associate
productivity and member satistaction this year. In addition, our new innovations team
leverages key learnings from the Walmart U.S. business, as well as shares best practices

across the U.S. club network.




OUR COMPANY BY THE

Operational Overview

NUMBERS

Walmart
U.S.

Walmart

International

Highlights * Net sales increased 1.1% to $258 ¢ Exceeded $100 billion in net sales * Delivered sales increase (excluding
billion. On a 4-5-4 calendar, cus- for the first time in company history, fuel) of more than 1.7%. Increased
tomer traffic in comparable stores growing 11.2% on a constant traffic year over year in all
was up 1.3% and dot.com traffic currency basis. four quarters.
hit 9-year highs. * Achieved strong comparable store * Grew operating income faster than

+ Gained market share in numerous sales, gaining market share in sales at a rate of 2.4%, before the
merchandise categories. many countries. impact of restructuring charges.

o Grew operating income faster than * Brazil, China and Mexico added * Grew membership income by
sales — growing 5.2% to $19.5 billion. 17.5 million square feet of retail 2.1%, driven in part by eValues and

« Project Impact, which improves the space, 83% of the segment’s total upgrades to Plus memberships.
customer shopping experience and growth. * Reduced inventory by 9.5% and
productivity, was reflected in 31% of |  Leveraged operating expenses in leveraged expenses in the fourth
the U.S. store base at year-end. all four quarters on a constant quarter, before the impact of

« Labor productivity increased for currency basis, excluding the restructuring charges.
the year, contributing to operating Chilean acquisition. » Increased both sales per labor hour
expense leverage in the fourth quarter. * Continued to make progress on and units per labor hour.

* Reduced inventory by $1.8 billion reducing %nventory and leveraging + Committed greater capital to
over the prior year. PrOdUCUVHY through process remodeling existing clubs and

» Grew ROI through gross margin Improvements. launched Project Portfolio test,
improvements, inventory manage- * Remained focused on balancing increasing space for highly pro-
ment and a disciplined capital risk profile between mature markets ductive categories, such as fresh
allocation process. like the UK. and emerging markets and health and wellness.

. . like Brazil and China. .

= Achieved record associate engagement the Drazit ai na Announced new prodgct demo
scores, which led to improved * Committed to improving program to drive branding and sales.
customer service. country returns. + Closed 10 underperforming clubs.

+ Achieved record customer experience + Continue to be encouraged by the s Improved shopping experience and
scores for the year, reflecting increased broad-based appeal of EDLC/EDLE increased productivity, leading to
traffic and higher “fast, friendly, Last year, customers came to depend better member experience scores and
clean” scores. on our price leadership from our higher associate engagement scores.

52 store banners.

2010 Sales $258,229 $100,107 $46,710

2010

Operating $ 19,522 $ 5,033 $ 1,512

Income

Retail Units 3,708 4,112 596

Total Square

q 602.9 269.9 79.4

Footage

(In millions, except retail units)

Walmart 2010 Annual Report 9



Walmart has a responsibility to lead on issues

that make a difference in helping people live

better. Our commitment is built on four pillars:
associate opportunity, sustainability, responsible

sourcing and community involvement.

The Walnare story is also about influencing the
world around us to create positive change. From

the growth and developnient of onr associates, to
sustainability, responsible sourcing and conumunity
involvetnent, we strive to honor Sant Walton's legacy

by making the world a better place.




HELPING PEOPLE
Live Better Worldwide

Associate opportunity. As Walmart grows, we bring more than jobs to a community. We offer millions ot
people the opportunity to build long-term careers. Benefits are competitive in cach country. We recruic U.S.
military veterans and help transition active-duty personnel to civilian jobs. Our associate roles are being redesigned
to create clear career paths. In India, for example, the Bharti Walmart Training Center prepares rural youth for jobs

in retail and related industries.

Sustainability. As the world’s largest retailer, Walmart has unparalleled opportunities to reduce environmental mmpact,
conserve natural resources and sell more sustainable products. In fiscal 2010, we reduced our global plastic bag
consumiption by more than 16 percent, and continued to improve the efficiency of our U.S. truck fleet. By collabo-
rating with suppliers and the Sustainability Consortium on our Sustainable Product Index, we will drive product
innovation, increase supply chain transparency, and create a single source for product sustainability. This year, we

committed to reduce 20 million metric tons of greenhouse gas emissions in our supply chain by the end of 2015.

Responsible sourcing. Customers count on us to work with suppliers who share our conmmitment to high
ethical and social responsibility to help ensure products we sell are safe and have the quality to stand the wear
and tear of families” busy lives. It is critical that sourcing decisions reflect our values and demonstrate respect for
workers throughout the supply chain. Because our global sourcing efforts are so important, we continue to drive
standards consistent with the Global Social Compliance Program and work collaboratively with suppliers and

other industry stakeholders.

Community involvement. Our passion for serving our local communities is woven into the fabric of Walmare’s
culture through associate volunteerism and donations. We act quickly to support areas impacted by natural disasters
such as the Haiti and Chile earthquakes. This past year, Walmart, our Foundations, associates and customers, supported

organizations worldwide with $624 million in charitable contributions. We strive to increase our conumunity impact

globally.

fel

‘or example, i a number of countries, Walmart and CARE help empower women to achieve more
cquitable, consistent incomes. We work with farmers and small manufacturers in South and Central America to

increase efficiency, improve supply chain processes, and link them to the global marketplace.

Harthern ingis
ootk
bt i
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Rob Walton
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PEOPLE ARE THE
1o Delivering On Our Mission

My dad did notset out to make Walmart the world’s Targest retailer. His goal was simply to make Walmart
better every day, and he thought constantly about how to do just that. He was always visiting stores, talking
with associates and listening to customers. He knew that the best ideas come from people — inside and
outside the company. In fact, Dad atwributed some of Walmart’s most innovative ideas to associates.

His philosophy and values — respect the individual, serve the customer and strive for excellence — also
remain the driving force behind our culture and our success. Our company continues to instll in our
associates the highest standards of integrity, and we remain committed to accountability if those standards
are not met. [ believe that the same intensity that drove my dad drives the entire Walmart organization
today to be the world’s best retailer.

Our people really do make the difference at Walmart, and more than ever, we proved chis last vear by
producing strong results for our customers and sharcholders.

The mmportance of dynamic leaders extends to every market where we operate, as they must ensure
that the Walmart culeure is adapted and integrated into their markets. When [ visie stores, T anm always
impressed with the ralent and dedication of our associates. My dad would have loved to see the way
our company and our associates are helping customers and communities.

This past year kicked off with Mike Duke assuming the position of president and chief executive
othicer of Wal-Mart Stores, Inc., taking the helm from Lee Scott. [t is a credit to both Mike and Lee - and
to the Board and its selection process — that the CEQO transition was so seamless. T am also pleased that
like Lee, Mike continues my dad’s “servant Jeader™ philosophy, where a leader serves or takes care of his
people first. Servant leaders have that unique ability to get the entire team behind an initiative.

Our Board could not be more enthusiastic about Walmuarts future. Our management teams are more
focused than ever on executing a strategic plan based on three clear priovities — growth, leverage and
recurns ~ that are designed to improve shareholder value. Just as important, our businesses around the world

have never been more aligned behind our mission to save people money so they can live better.

Yy 7Z-S

S. Robson Walton
Chairman of the Board of Directors
Wal-Mart Stores, Inc.
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2010 WALM

Aida M. Alvarez®

M:s. Alvarez 1s the former Administrator
of the U.S. Small Business Administration
and was a member of President Clinton’s
Cabinet from 1997 to 2001.

James W. Breyer®”
Mr. Breyer is a Partner of Accel Partners,
a venture capital firm.

M. Michele Burns®

Ms. Burns is the Chairman and

Chief Executive Officer of Mercer LLC,
a subsidiary of Marsh & McLennan
Companies, Inc.

James 1. Cash, Jr., Ph.D.®

Dr. Cash is the retired James E. Robison
Emeritus Professor of Business
Administration at Harvard Business
School, where he served from July 1976
to October 2003.

Roger C. Corbett®

Mr. Corbett is the retired Chief Executive
Officer and Group Managing Director of
Woolworths Limited, the largest retail
company in Australia.

Douglas N. Daft®

Mr. Daft is the retired Chairman of the
Board of Directors and Chief Executive
Officer of The Coca-Cola Company, a
beverage manufacturer, where he served
in that capacity from February 2000 until
May 2004, and in various other capacities
since 1969.

ART BOAR

Michael T. Duke®®
Mr. Duke is the President and Chief
Executive Officer of Wal-Mart Stores, Inc.

Gregory B. Penner®

Mr. Penner is a General Partner at
Madrone Capital Partners, an investment
management firm.

Allen |. Questrom®©

Mr. Questrom is the retired Chairman of
the Board of Directors and Chief Executive
Officer of J.C. Penney Company, Inc.,
where he served in that capacity from
September 2000 to December 2004.

H. Lee Scott, Jr.@"e"

Mr. Scott is the Chairman of the Executive
Committee of the Board of Directors of
Whal-Mart Stores, Inc. He is the former
President and Chief Executive Officer
of Wal-Mart Stores, Inc., serving in that

position from January 2000 to January 2009.

Arne M. Sorenson®

Mr. Sorenson is the President and
Chief Operating Officer of
Marriott International, Inc.

Jim C. Waiton®

Mr. Walton is the Chairman of the Board
of Directors and Chief Executive Officer
of Arvest Bank Group, Inc., a group of
banks operating in the states of Arkansas,
Kansas, Missouri and Oklahoma.

D OF DIRECTORS

S. Robson Walton©®
Mr. Walton is the Chairman of the Board
of Directors of Wal-Mart Stores, Inc.

Christopher J. Williams®®

Mr. Williams is the Chairman of the
Board of Directors and Chief Executive
Officer of The Williams Capital Group,
L.P, an investment bank.

Linda S. Wolf"

Ms. Wolf is the retired Chairman of the
Board of Directors and Chief Executive
Officer of Leo Burnett Worldwide, Inc.,
an advertising agency and division of

Publicis Groupe S.A.

Committees

(a) Audit

(b) Strategic Planning and Finance

(¢) Compensation, Nominating
and Governance

(d) Executive

(e) Equity Compensation

* Denotes Committee Chairman

Board members pictured left to right: Jim C. Walton, James W. Breyer, James I. Cash, Jr., Ph.D., Linda S. Wolf,
H. Lee Scott, Jr., Michael T. Duke, S. Robson Walton, Aida M. Alvarez, Gregory B. Penner, Roger C. Corbett,

Christopher J. Williams, Douglas N. Daft, Allen I. Questrom, M. Michele Burns and Arne M. Sorenson
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EXECUTIVE OFFICERS

Eduardo Castro-Wright

Vice Chairman, Wal-Mart Stores, Inc.

Executive Vice President, President and
“Chief Executive Officer, Sam’s Club

 Leslie A. Dach

Executive Vice President, Corporate Affairs
and Government Relations

Michael T. Duke

‘President and Chief Executive Officer
Rollin L. Ford

E;;eciitive Vice President,

hief Information Officer

Thomas D. Hyde
,_E)Eécﬁtive Vice President, Legal, Ethics,
"Corporate Secretary

.. Douglas McMillon
jeéigtiVe Vice President, President
d Chief Executive Officer,
- Walmart International

ﬁomasM Schoewe
ecutive Vice President and
Chief Financial Officer

¢ Scott, Jr.
Chairmarn of the Executive Committee
of the Board of Directors

S. Rq})éon Watton

C halrman of the Board of Directors

: Steven P. Whaley

nior Vice President and Controller
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Five-Year Financial Summary

nount mnnllons except per share and unit count data)

As of and for the Fiscal Years Ended January 31,

81
yuta

Bt 2009 2008 2007 2000
SIS - $401,087 §373,821 $3:44,759 $308,945
] 7.3% 8.4% 11.6% 9.8%
B 3.5% 1.6% 2.0% 3.4%
3.2% 1.0 1.9% 3.0%

{97 19.3%
§ 22,798
1 13,254

4.9%
24.0%

19.0%

2.5%

23.4%

18.5%
$ 20497
12,189

18.0%
$ 18,693
11.386

0.60

$ 34511

$ 35,159

$ 33,667

$ 31,9140

Statet

ys of Income for financial reporting purposes. Although the reclassifications impacted net sales, gross margin and operating, selling,

95,633 96,867 88,287 77.863
163,429 163514 151,587 138,793
34,549 33,402 30,735 3,096
63,285 6-+,608 61,573 53,171
3,656 3.550 3443 3.289
: 3,605 3,098 2,734 2,158
L 602 591 379 367
7.863 7.239 6,756 6.014
sl vonnection with the company’s finance transtornzation project, we revicwed and adjusted the dlassification of certain revenue and expense itens within our Comsolidated

general and administrave

expenses. they did not inpact operating income or income from continuing operations atrributable to Walmart. The changes were effecuve February 12009 and have

been retlected for Hvcal vears 2000, 2009 and 2003,

s Comparable store and club sales mctude fuel. Fe

fiscal vear and which had not been converted, expu or relocared sin

v fiscal 2006, we considered comparal

1

hle salex to be sales at stores and clubs that were open as of February Ist of the prior

s that date. Fiscal 2008 and fiscal 2007 comparable sales incJudes all stores and clubs that have been

open for at least the previous 12 months. Additionally, for those fiscal years. stores and clubs that are relocated. expanded or converted are excluded fron comparable sales

the first 12

12 months.

s noted above.

nths following the relocation. expansion or conversion. Fiscal 2010 and 2009 comp
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wluding remaodels, relocations and expansions. Fiscal 2008 and priov fiscal vears” comparable sales do not reflect reclassifications effective February 1, 2009,



Management’s Discussion and Analysis of Financial

Condition and Results of Operations

Ovary
Wal-Mart Stores, Inc

retail stores in various formats around the world and 1s committed to

“Wahnart,” the “company ™ or "we) operates

saving people money so they can hive better. We carn the wrust of our
customers every day by providing a broad assoroment of quality mer-
]

a culture that rewards and embraces mutual respect, mtegrity and

s atevery dav low prices (¢

chandise and servic JLP™). while fostering
diversity. EDLP is our pricing philosophy under which we price items
ata low price every day so that our customers trust that our prices will
not change under frequent promotional activity. Our focus for Sam’s
Club s to provide exceptional value on brand name merchandise at
“members only™ prices for both business and personal use. Internationally,
we operate with similar philosophies. Our fiscal vear ends on January 31
for our U.S., Canada and Puerto Rico operations. Our fiscal vear ends
on December 31 for all other operations.

We intend for this discussion to provide the reader with information
thatwill assist in understanding our financial statements, the changes
in certain key items in those fimancial statements from year to year, and
the primary factors that accounted for those changes, as well as how
certain accounting principles affect our inancial statements. We also
discuss certain performance metrics that management uses to assess
our performance. The discussion also provides information about the
financial results of the various segments of our business to provide a
better understanding of how those segments and their resules affect the
financial condition and results of operations of the company as a whole.
This discussion should be read i conjuncron with our Consolidated
Frnancial Statements as of January 31, 2010, and the vear then ended,

and accompanving notes.

Our operatons comprise three business segments: Walmart U.S.,
International and Sam’s Club. 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
International segment consists of the company’s operations outside of
the 50 United States. The Sam’s Club segment includes the warchouse

membership clubs in the United States. as well as samsclub.com.

Sales By Segment
Net sates in fiscal 2010 were a record
$405.0 billion, up 1.0% from fiscal 2009.

Sam’s Club [1.5%

international 24,

Walmart U.8. 63.8%
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Throughout this Management’s Discussion and Analysis of Financial
Condition and Results of Operations, we discuss segment operating
mmcome and comparable store sales. The company measures the results
of its segments using, among other measures, cach segment’s operating
meome which ncludes certain corporate overhead allocations. From
tme to tine, we revise the measurement of cach segment’s operating
meome, including any corporate overhead allocations. as dictated by
the information regularly reviewed by our chief operating decision
maker. When we do so. the segment operating income for cach seg-
ment affected by the revisions is restated for all periods presented to
maintain comparability.

In connecuon with the company’s finance transformation project, we
reviewed and adjusted the classification of certain revenue and expense
itens withim our Consolidated Statements of Income for financial report-
ing purposes. The reclassifications did not impact operating income or
consolidated net income attributable to Walmare. The changes were
ettective February 1, 2009 and have been reflected in all periods presented.

Comparable store sales is a measure which indicates the performance of
our existing U.S. stores and clubs by measuring the growth in sales for
such stores for a particular period over the corresponding period in the
prior vear. In fiscal 2008, our method of caleulating comparable store
sales included all stores and clubs that were open for at least the previous
12 months. Additionally, stores and clubs that were relocated. expanded
or converted were excluded from comparable store sales for the first 12
months following the relocation, expansion or conversion. During fiscal
vear 2008, the company reviewed its definition of comparable store sales
for consistency with other retatlers. As a result of that review. since
February 1, 2008, Walmart's definition of comparable store sales includes
sales from stores and clubs open tor the previous 12 months, including
remodels, relocations and expansions. Changes in format continue to be
excluded from comparable store sales when the conversion is accompanied
by a relocation or expansion that results in a change in square footage of
more than five percent. Since the impact of this revision is inconsequential,
the company will not restate comparable store sales resules for previously
reported vears. Comparable store sales are also referred to as “same-store”
sales by others within the retail industry. The method of caleulating
comparable store sales vartes 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 resules 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 currency exchange
rates or currency exchange rate Huctuations, we are referring to the
differences between the currency exchange rates we use to convert the
International segment’s operating results from local currencies into

U.S. dollars for reporting purposes. The impacts of currency exchange

rate Huctuations are typically calculated as the difference between

current period activity translated using the current period’s currency
exchange rates and the comparable prior vear period’s currency
exchange rates, respectively. We use this method for all countries

where the functional currency is not U.S. denominated.
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We operate in the highly compeuntive retail industry 1 both the Unired
States and the countries we serve internationally. We face strong sales
competition from other discount. deparunent, drug. variety and specialty
stores, warchouse clubs, and supermarkets, many of which are national,
regional ormternational chains, as well as internet-based retailers and
catalog businesses. We compete with a number of companies for prime
retail site locations, as well as in attracting and retaining quality employees
{whom we call “associates”™), We, along with other retail companies, are
influcnced by a number of factors including, but not limited to: general
cconomic conditions, cost of goods, consumer disposable income, consumer
debt levels and buying patterns. consumer credit availabilivy, interest rates,
customer preferences, unemployment, labor costs, inflation, deflation,
curreney exchange fluctuations, fuel and energy prices, weather patterns,

climate change, catastrophic events, competitive pressures and insurance

costs. Further information on risks to our company can be located in

frem 1A, Risk Factors™ in our Annual Reporton Form 10-K for the

fiscal vear ended January 31, 2010,

e

s b

The company’s performance metrics emphasize three priorities for
tmproving sharcholder 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 netsales by growing our
operating, selling, general and administrative expenses (“operating
expenses”™) at a slower rate than the growth of our net sales: and the
priority of returns focuses on how efficiently the company employs
our assets through return on investment ("ROI7) and how effectively

the company manages working capital through free cash flow,

Growth
Net Sales

Fiscal Years Ended January 31

20009

(Dollar amounts i millions)

Percent Percent Percent

Net sales of total mcrease of total

Our netsales increased by 1O% and 7.37

in fiscal 2010 and 2009,
respectively, when compared to the previous fiscal vear. Netsales in

) ¥ }
fiscal 2010 icreased due to increased customer tratfic, continued global

expansion activities and the acquisition of our Chilean subsidiary,

Distribucion v Servicio ("D&S™) in January 2009, offset primarily
by a 89.8 billion unfavorable currency exchange rate impact in our
Internatonal segment and price deflation in certain merchandise cate-
gories in our Walmart U.S. segment. Netsales in fiscal 2009 increased
due to our global expansion activities and comparable store sales increases,
oftset by a $2.3 bilhion unfavorable currency exchange rate impact. Despite
the unfavorable impact of currency exchanges rates, the International
segment’s net sales as a percentage of total company net sales increased in
fiscal 20010 and 2009, respecuvely. Volaulity in currency exchange rates

may continue to hmpact the International segment’s net sales in the future.

Comparable Store Sales

Fiscal Years Ended fanuary 31,

2009 2008
3.2% 1.O%
+4.9% +.9%
3.5% 1.6%

o4 Sam's Club comparable cub sales inchide fuel. Fuel sales had o negative impact of 2.1
peicentage points D fiscal year 2000, and positive impact of 1.2 and 0.7 percentage

pernis in fiscal years 2009 aiud 2008, yespectively, on comparable cub safes.

$255.348 63.7% 6.9% §238.915 63.9%
98,840 24.6% 9.1% 90,570 24.2%
46,899 11.7% 5 +4.336 11.9%

$401,087 HO0.0% 7.3% $373,821 H00.(

Comparable store sales 1s a measure which indicates the performance of

our existing U.S. stores by measuring the growth in sales for such stores

tor a particular period over the corresponding period in the prior year,

Comparable store sales in the United States decreased 0.8% i fiscal 2010

N

and increased 3.5% in fiscal 2009, Although customer traffic increased
in fiscal 2010, comparable store sales in the United States were lower
than fiscal 2009 due to deflation in certain merchandise categories and
lower fuel prices. Comparable store sales in the United States in fiscal
2009 were higher than fiscal 2008 due to an thcrease in customer traffic,

as well as an increase in average ransaction size per customer.

As we continue to add new stores in the United States, we do so with an
understanding that additional stores may take sales away from existing
units. We estimate the negative impact on comparable store salesas a
result of opening new stores was approximately 0.6% 1 fiscal 2010 and
1.1% in fiscal 2009, With our planned slower new store growth, we expect

the impact of new stores on comparable store sales to stabilize over ume.

Walmart 2010 Annual Report 17



Management’s Discussion and Analysis of Financial

Condition and Results of Operations

Leverage

Fiscal Years Ended January 31,

s i omithons) 2009 2008

{Dollar amo
e

Percent Percent Percent

Operating Operaung

nurense income of toral income of total

morease

$18.562 S1.4% 6.8% $17.383

4,940 20.7% 4.6% 4,725

B A Y 1.646 7 -0 1% 1,648

-8, 5% 1,804 (2.350) -10.3% 360.3% (1,804
100.0% 5.1 §22.798 100.0% 3.9% $21,952 100.0%

We believe growing operating income at a faster rate thau net sales
growth is a meaningful measure because it indicates how etfectively
we manage costs and leverage operating expenses. Qur objective is to

grow operating expenses at a slower rate than net sales.

Operating Expenses

In fiscal 2010, operating expenscs increased 2.7

%o when compared to fiscal
2009, while netsales increased 1.0% over the same period. Operating
expenses grew at a faster rate than net sales due to higher health benefit
costs, restructuring charges and higher advertising expenses. In fiscal
2009, operating expenses increased 9.3% compared to fiscal 2008 while
net sales inereased 7.3% over the same period. Operating expenses
grew at a faster rate than net sales in fiscal 2009 primarily due to higher
utihity costs, fegal macters, higher health benefic costs and increased

corporate expeuses.

Operating Income
For fiscal 2010, we met our objective of growing operating income ar
a faster rate than net sales. Our operating income increased by 5.1%

when compared to fiscal 2009, while net sales mereased by 1.0% over
S

objective. Our Samn’s Club segment fell short of this objective primarily

the same pertod. Our Walmart U

and International segments met this

due to a $174 million charge to restructure 1ts operations, including
the closure of 1 clubs. For fiscal 2009, we did not meet our objective

because our operating income increased by 3.9% when compared to

B

fiscal 2008, while nersales increased by 7.3% over the same period.
The Walmart U.S, and Sa's Club segments fell short of this objective

due to increases in operating expenses. The International segment fell

short of this objective due to accruals for certain legal matters and

Huctuations in currency exchange rates,

Returns

Return on Investment

Management behieves return on investment s a meaningful metric to
share with nvestors because it helps investors assess how effectively
Walmartis employing its assews. Trends in ROT can Auctuate over time
as management balances long-term potential strategic initatives with

any possible short-term impacts. ROL was 19.3 percent for both fiscal

vears ended January 31, 2010 and 2009,

We define RO as adjusted operating income {operating income plus
interest income, depreciation and amortization and rent expense} for
the fiscal vear divided by average invested capital during that period.

We consider average invested capital to be the average of our beginning
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and ending total assets of continuing operations plus accumulated
depreciation and amortization less accounts pavable and accrued liabilities
for that period. plus a rent factor equal to the rent for the fiscal vear
multiplied by a factor of eight.

RO is considered a non-GAAP financial measure under the SECs rules.

We consider recurn on assers (TROA™) to be the financial measure

computed in accordance with GAAP that is the most directly comparable
financial measure to ROT as we caleulate that financial measure. ROI

differs from ROA (which is income from continuing operations for the
fiscal yvear divided by average total assets of continuing operations for the
period) because RO adjusts operating income to exclude certain expense
items and adds interest income; adjusts total assets from continuing opera-
tions for the impact of accumulated depreciation and amortization,
accounts payable and accrued Habilities; and incorporates a factor of

rent to arrive at total invested capical,

Although ROT is 2 standard financial metric, numerous methods exist tor

caleutating o company’s ROL As a result, the method used by manag

ment to caleulate ROT may ditfer from the methods other companies
use to calculate their RO We urge vou to understand the methods
used by another company to calculate its ROT before comparing our
ROT to that of such other company.

Wal-Mart Stores, Inc.
Operating Income

{Amounts in mithons)

$24 000

S18,000

Wal-Mart Stores, Inc. operating
12,600 income increased 3.1% in fiscal
2000, driven by a 5.2% increase

in Walmart U.S.

$ 6.000

08 09 10

Fiscal Years
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The caleulation of ROT along with a reconciliation to the calculation of ROA, the most comparable GAAP financial measurement, is as follows:

For the Years Ended January 31,

MISEH 2009

1§23 284

‘ ; Ry 6,739

. . (508 1751
RO

& 33,096 $ 31,572

BE66, 9 $162,891

RER 33,317

19,650 29,597
(8,423 16,919
14,008

$163,700

19.3%

$162.891

8.4%

As of fanuary 310

Certain Balance Sheet Data

2009 2018

$163.234 $162,547

35,508 31125
28,849 30,344
4 18,112 15,725

i 10 Based on contuniing operaiions enly and thercjore excli

< tlic inpact of closing 23 stores wned ihe divestire of other propertics of The Setyu, Lid. (now Valmart Japar pursuant o a

Festrictir sof January 31, 2010, 2009

vogrant adepred during the third qriarter cal 2009 Al of these activities have been disclosed as dizcontinned operations. Toral assei
prog i i ! !

f
e N

[lion and $967 willion, re

assers of discomtined eperations thai are reflected tn the Consolidated Balance Sheets of S 140 willion, 195 mi sectively.

7

addinion of the account balance at the end of the current period 1o the acconnt balance as the end of the prior period and dividing by
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Free Cash Flow

We define free cash flow as net cash provided by operating acuivites
of continuing operations in a period minus payments for property and
equipment made in that period. We generated positive free cash flow

of $14.1 billion, $11.6 billion and §

.7 billion for the years ended
N

January 31, 20010, 2009 and 2008, respectively. The inerease in our

free cash flow is primarily the result of improved operating resules

and inventory manageuent.

Free cash How 1s considered a non-GAAP tinancial measure under the
SEC
measures our ability to generate additional cash trom our business

s rules. Management believes, however, that free cash flow, which

operations, is an important financial measure for use in evaluating the
company’s fimancial performance. 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 iquidity.

Additonally, our definition of free cash How s mited, in that it does
not represent residual cash flows available for discretionary expendi-
tares due to the fact that the measure does not deduct the payments
required for debe service and other contractual obligations or pavivents
made for business acquisitions. Therefore, we believe itis important to
view free cash fow as a measure that provides supplemental informa-

tion to our entire statement of cash flows.

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

of such other company.
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[he following table sets forth a reconciliation of free cash How, a non-
GAAP financial measure, to net cash provided by operating activities
of continuing operations. a GAAP measure, which we believe to be the
GAAP financial measure most directly comparable to free cash flow, as
well as information regarding net cash used in fuvesting activites and

net cash used in financing activities.

Fiscal Years Ended January 31,

20009 2008

{Amounts m milions)

$23,147  §20.042

(11,499)
§11.648 $

(14,937)

705

(93]

SUEE 6201 $(10,742) $(15,670)
L1910 8 (9.918)

F Uperations
Ihe following discussion of our Results of Operations is based on our
continuing operations and excludes any results or discussion of our

discontinued operations.

Unusual or infrequent items that impacted our income from continuing
operations during the fiscal vears ended 2010, 2009 and 2008 were

as follows:

« [ fiscal 2010, the company announced several organizational
changes, including the closure of 10 Sam’s Clubs, designed to
strengthen and streamline our operations. As 4 result, we recorded
$260 million in pre-tax vestructuring charges.

« In fiscal 2010, we recorded $372 million in net tax benefits primarily
trom the repatriation of certain non-U.S. carnings that increased
U.S. foreign tax credits.

s In fiscal 2009, the company settled 63 wage-and-hour class action

Tawsuits. As a result of the settlement. the company recorded a

pre-tax charge of approximately $382 million during the tourth
quarter of fiscal 2009.

» In fiscal 2008, we reduced our accrued Habilities tor our general
Hability and worker’s compensation claims. As a result, operating

expenses were reduced by a pre-tax amount of $298 million.
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Consolidated Results of Operations

Operating Income

% Change from Operating as a Percentage Square
Fiscal Year Net Sales ™ Prior Fiscal Year Income of Net Sales Comp Sales Unit Counts Footage @
2010 $405,046 1.0% $23,950 5.9% -0.8% 8,416 952,204
2009 401,087 7.3% 22,798 5.7% 3.5% 7,863 918,008
2008 373,821 8.4% 21,952 5.9% 1.6% 7,239 867,448

(1) Amounts in millions

(2) Amounts in thousands

Our consolidated net sales increased by 1.0% and 7.3% in fiscal 2010 and
2009, respectively, when compared to the previous fiscal year. Net sales in
fiscal 2010 increased due to increased customer traffic, continued global
expansion activities and the acquisition of D&S in January 2009, offset
primarily by a $9.8 billion unfavorable currency exchange rate impact
in our International segment and price deflation in certain merchandise
categories in our Walmart U.S. segment. Net sales in fiscal 2009 increased
due to our global store expansion activities, comparable store sales
increases, offset by a $2.3 billion unfavorable currency exchange rate
impact. Volatility in currency exchange rates may continue to impact
the International segment’s net sales in the future.

Our gross profit, as a percentage of net sales, (our “gross profit margin”)
was 24.8%, 24.2% and 24.0% in fiscal 2010, 2009 and 2008, respectively.
Our Walmart U.S. and International segment sales yield higher gross
profit margins than our Sam’s Club segment. In fiscal 2010, gross profit
margin increased primarily due to the continued focus on enhanced
merchandising strategies and better inventory management in our Walmart
U.S. and Sam’s Club segments. The gross profit margin increase in fiscal
2009 compared to fiscal 2008 was primarily due to lower inventory
shrinkage and less markdown activity as a result of more effective mer-
chandising in the Walmart U.S. segment.

Operating expenses, as a percentage of net sales, were 19.7%, 19.3%
and 19.0% for fiscal 2010, 2009 and 2008, respectively. In fiscal 2010,
operating expenses increased primarily due to higher health benefit
costs, a pre-tax charge of $260 million relating to the restructuring of
U.S. operations and higher advertising expenses. In fiscal 2009, operat-
ing expenses increased primarily due to higher utility costs, a pre-tax
charge of approximately $382 million resulting from the settlement of
63 wage-and-hour class action lawsuits, higher health benefit costs and
increased corporate expenses compared to fiscal 2008.

Our effective income tax rate was 32.4% for fiscal year 2010 and 34.2%
for fiscal years 2009 and 2008. The fiscal 2010 effective tax rate decreased
compared to fiscal 2009 due to $372 million in net tax benefits that
primarily resulted from the repatriation of certain non-U.S. earnings
that increased our utilization of U.S. foreign tax credits.

As a result of the factors discussed above, we reported $14.9 billion,
$13.8 billion and $13.3 billion of income from continuing operations
for the fiscal years ended January 31, 2010, 2009 and 2008, respectively.

Walmari U.S. Segment

Operating Income

% Change from Operating as a Percentage Square
Fiscal Year Net Sales Prior Fiscal Year Income of Net Sales Comp Sales Unit Counts Footage @
2010 §258,229 1.1% $19,522 7.6% -0.7% 3,708 602,908
2009 255,348 6.9% 18,562 7.3% 3.2% 3,656 589,299
2008 238,915 5.6% 17,383 7.3% 1.0% 3,550 566,629

(1) Amounts it millions

(2} Amounts in thousands

The segment net sales growth in fiscal 2010 resulted from an increase
in customer traffic and strength in our grocery and health and wellness
categories, as well as our continued expansion activities. In fiscal 2009,
the segment net sales growth resulted from a comparable store sales
increase of 3.2%, in addition to our expansion activities. Strength in
the grocery, health and wellness and entertainment categories, as well
as strong seasonal sales throughout the year also contributed to the fis-
cal 2009 net sales increase.

~

The segment net sales growth in fiscal 2010
resulted from an increase in customer traffic
and strength in our grocery and health and
weliness categories, as well as our continued
expansion activities.

/
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Comparable store sales were lower in fiscal 2010, despite increased
customer traffic, due to a decrease in average transaction size per customer
driven by price deflation in certain merchandise categories. Comparable
store sales were higher in fiscal 2009 due to an increase in customer traffic,
as well as an increase in average transaction size per customer.

In fiscal 2010, gross profit margin increased 0.7 percentage points
compared to the prior year due to more effective merchandising, better
inventory management and lower inventory shrinkage. In fiscal 2009, gross
profit margin increased 0.4 percentage points compared to the prior
year primarily due to decreased markdown activity and lower inven-
tory shrinkage. The improvements in both years were attributable to

merchandising initiatives that have improved space allocation, enhanced
our price leadership and increased supply chain efficiencies.

Segment operating expenses, as a percentage of segment net sales, increased
by 0.4 percentage points in fiscal 2010 compared to fiscal 2009 due to
lower segment net sales increases compared to the prior year, higher
health benefit costs, higher advertising expenses and a pre-tax charge of
$73 million relating to the restructuring of Walmart U.S. operations.
Segment operating expenses, as a percentage of segment net sales, increased
0.4 percentage points in fiscal 2009 compared to the prior year due to
hurricane-related expenses, higher bonus payments for store associates,
higher utility costs and an increase in health benefit costs.

International Segment

Operating Income

% Change from Operating as a Percentage Square
Fiscal Year Net Sales® Prior Fiscal Year Income ™ of Net Sales Unit Counts Footage @
2010 $100,107 1.3% $5,033 5.0% 4,112 269,894
2009 98,840 9.1% 4,940 5.0% 3,605 248,803
2008 90,570 17.8% 4,725 5.2% 3,098 222,583

(1) Amounts in millions

(2) Amounts in thousands

At January 31, 2010, our International segment was comprised of our
wholly-owned subsidiaries operating in Argentina, Brazil, Canada, Japan,
Puerto Rico and the United Kingdom, our majority-owned subsidiaries
operating in five countries in Central America, and in Chile and Mexico,
our joint ventures in India and China and our other controlled subsid-
iaries in China.

The fiscal 2010 increase in the International segment’s net sales primarily
resulted from our expansion activities and the inclusion of the results
of D&S, acquired in January 2009, offset by the unfavorable impact of
changes in currency exchange rates of $9.8 billion. For additional infor-
mation regarding our acquisitions, refer to Note 9 to the Consolidated
Financial Statements. The fiscal 2009 increase in the International
segment’s net sales was primarily due to net sales growth from existing
units and our international expansion program, offset by the unfavorable
impact of changes in currency exchange rates of $2.3 billion.

The fiscal 2010 increase in the international
segment’s net sales primarily resulted from
our expansion activities and the inclusion of
the resulls of D&S, acquired in January 2008,
offset by the unfaverable impact of changes
in currency exchange rates of $9.8 billion.
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In fiscal 2010, the International segment’s gross profit margin increased
0.2 percentage points compared to the prior year. The increase was pri-
marily driven by currency exchange rate fluctuations and the inclusion
of D&S. In fiscal 2009, the International segment’s gross profit margin

decreased 0.2 percentage points compared to the prior year. The decrease
was primarily driven by growth in lower margin fuel sales in the United
Kingdom and the transition to EDLP as a strategy in Japan.

Segment operating expenses, as a percentage of segment net sales, increased
0.3 percentage points in fiscal 2010 compared to the prior year primarily
as a result of the inclusion of D&S, acquired in January 2009. Segment
operating expenses, as a percentage of segment net sales, in fiscal 2009
were consistent with fiscal 2008.

In fiscal 2010, currency exchange rate changes unfavorably impacted
operating income by $540 million. In fiscal 2009, currency exchange
rate changes unfavorably impacted operating income by $266 million.
Volatility in currency exchange rates may continue to impact the
International segment’s operating results in the future.
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Y Change from Operating

1

Net Sales ! Prior Fiscal Year Income!

Fiscal Year

Operating Income

o
as a Percentage Square
of Net Sales Comp Sales Unit Counts Footage ™

5.8%

6.6%

46,899
+4,336

2009
2008

o1y Amouns in illions

£2) Amewits in thousands

The decrease in net sales for the Sam’s Club segment in fiscal 2010
primarily resulted from lower fuel prices compared to the previous
fiscal vear. In fiscal 2009, the segment net sales growth resulted from
a comparable club sales increase. including fuel, of 4.9% and continued

club expansion activities.

Comparable club sales decreased during tiscal 2010 due to the negative
impact of 2.1 percentage points from lower fuel prices when compared
to the previous fiscal vear, partially offset by sales increases in fresh tood,
consumables and certain health and wellness categories. In fiscal 2009,
comparable club sales increased due to growth in food. pharmacy, elec-
rronics and certain consumables categories, as well as an increase in both
member traffic and average transaction size per member. Fuel sales had
a positive impact of 1.2 percentage points in fiscal 2009 on comparable

club sales.

Gross profit margin increased 0.6 percentage points during fiscal 2010
compared to the prior vear due to continued strength in sales of consum-
able, fresh food and other food-related categories. Gross profic margin
mcreased 0.1 percentage points during fiscal 2009 compared to the prior
vear due to strong sales inn fresh food and other food-related categories,
consumable categories and the positive impact of a higher tuel gross
profit rate.

Segiment operating expenses, as a percentage of segment net sales, increased
(1.8 percentage points in fiscal 2010 compared to the prior year due
primarily to a pre-tax charge of $174 million related to the restructur-
ing of Samy’s Club operations, including the closure of 10 clubs. Segment
operating expenses, as a percentage of segment net sales, increased 0.2
percentage points in fiscal 2009 compared to the prior year. In fiscal
2009, operating expense increases were impacted by higher uvnlity and

health benefit costs and hurricane-related expenses.

senerally, some or
1 Hlow funds the divi
i stock and share e

L7

14 i3
3.5% 4.9% 79,906
3.7% +.9% 78.230

Membership and other income, as a percentage of segment net sales,
decreased slightly for fiscal 2010 when compared to fiscal 2009,
Membership and other income, as a percentage of segment net sales,
decreased slightly for fiscal 2009 when compared to fiscal 2008,

Cash flows provided by operating activities supply us with a signiticant
source of liquidity. We use these cash flows, supplemented with long-ternm
debt and short-term borrowings. to fund our operations and global
expansion activities. Generally, some or all of the remaiing free cash

Aow funds the dividends on our comnion stock and share repurchases.

Fiseal Years Ended fauary 31,

{Amounts in mthons)

A
b
“
S

$(15.670)

$ (9.918) § (7.422)

N

Cash flow provided by operating activities was $20.2 billion, $23.1 billion
and $20.6 billion for the years ended January 31, 2013, 2009 and 2008,
respectively. The increases in cash Hows provided by operating activities
for each fiscal vear were primarily attributable to an increase 1n mcome

from continuing operations and improved working capital management.

2

Current labilities exceeded current assees at January 31, 2010, by 87
billion, an increase of $789 million from January 31, 2009, Our ratio of
current assets to current habilities was 0.9 at January 31, 2010 and 2009,

We generally have a working capital deficit due to our efficient use of

cash in funding operations and i providing returns to shareholders in

the form of stock repurchases and payment of dividends.
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During fiscal 2010, we issued $5.5 billion of long-term debt. The net
proceeds from the issuance of such long-term debt were used for general
corporate purposes. During fiscal 2009, we issued $6.6 billion of Jong-term
debe. Those net proceeds were used to repay outstanding commercial

paper indebtedness and for other general corporate purposes.

Management believes that cash Hows from continuing operations and
proceeds from the issuance of short-term borrowings will be sufficient
to finance seasonal buildups in merchandise inventories and meet other
cash requirements. Jf our operating cash flows are not sufficient to pay
dividends and to fund our capital expenditures, we anticipate funding
any shortfall in these expenditures with a combination of short-tenn
borrowings and loug-term debt. We plan to refinance existing long-term
debtas it matures and may desire to obtain additional long-term
financing for other corporate purposes. We anticipate no difficuley in
obtaining long-term financing in view of our credit ratings and favor-
able experiences in the debt market in the recent past. The following table
details the ratings of the credit rating agencies that rated our outstanding
indebredness at January 31, 2010, The rating agency ratings are not
recommendations to buy, sell or hold our commercial paper or debt
securities. Each rating may be subject to revision or withdrawal at
any time by the assigning rating organization and should be evaluated

independently of any other rating.

Rating Agency Commercial Paper  Long-terin Debt
Standard & Poor’s A-l+ AA
Moody’s Investors Service P-1 Aa2
Firch Ratings Fi+ AA
DBRS Limited R-1{middle} AA

To monitor our credit ratings and our capacity for long-term financing,
we consider various qualitative and quantitative factors. We monitor the
ratio of our debt to our total capitalization as support for our long-term
ons. At January 31, 2010 and January 31, 2009, the ratio of
36.9% and 39.3%,

the purpose of this calculation, debt is defined as the sum of short-term

financing decis
our debt to total capitalizavion was respectively. For
borrowings, long-term debt due within one year. obligations under capital
leases due in one year, long-term debt and long-term obligations under
capital leases. Total capitalization is defined as debt plus total Walmare

sharcholders’ equity. Qur ratio of debt to our total capitalization decreased

in fiscal 2010 primarily due to a decrease tn short-term borrowings.

from cash flows fro
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Cash paid for property and equipment was $12.2 billion, $11.5 billion and

$14.9 billion during the fiscal vears ended January 31, 2010, 2009 and

2008, respectively. These expenditures primarily relate to new store

erowth, as well as remodeling costs for existing stores.

We expect to incur capital expenditures of approximately $13.0 billion
to $15.0 billion in fiscal 2011, We plan to finance this expansion and any
acquisitions of other operations that we may make during fiscal 2011

primarily from cash fows from operations.

Fiscal 2011 capital expenditures will include the addition of the following
new, relocated and expanded units in the U.S.:

Fiscal Year 2011

Projected Unit Growth

Walmare U.S. Segment 145-160
Sam’s Cluab Segment 5-10
Total U.S. 150-170

Additionally, the International segnient expects to add more than 600

units during hscal vear 2011,
The following represents an allocation of our capital expenditures:

Allocation of Capital Expenditures

Projected Actual

r Fiscal Year

Fiscal Year

Capital Expenditures 200 2009
31% 3%
15% 10%
21% 23« 20%
67% 64%
S 33% 36%
¢ 1€utes 100% 10U%

We paid dividends of $1.09 per share in fiscal 2010, representing a

15% increase over fiscal 2009, The fiscal 2009 dividend of $0.95 per

share represented an 8% increase over tiscal 2008, We have increased
our dividend every vear since the first dividend was declared in

March 1974,

On March 4, 2010, the company’s Board of Directors approved an
increase in the annual dividend for fiscal 2011 to $1.21 per share, an
increase of 11% over the dividends paid in fiscal 2010, The annual divi-
dend will be paid in four quarterly installments on April 5, 2010, June 1,
2010, Seprember 7, 2010 and January 3, 2011 to holders of record on

March 12. May 14, August 13 and December 10, 2010, respectively.
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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 June 4, 2009 and announced on June 5, 2009, which
replaced and terminated a $15.0 billion share repurchase program
approved by our Board of Directors on May 31, 2007 and announced
on June 1, 2007. As was the case with the replaced share repurchase
program, the new program has no expiration date or other restrictions
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 spent $7.3 billion, $3.5 billion and $7.7 billion in share repur-
chases during fiscal year 2010, 2009 and 2008, respectively. 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. As of January 31, 2010, the program had approximately $9.2 billion
remaining authorization for share repurchases.

Contractual Obligations and Other Commercial Commitments

The following table sets forth certain information concerning our obligations and commitments to make contractual future payments, such as

debt and lease agreements, and contingent commitments:

Payments Due During Fiscal Years Ending January 31,

(Amounts in millions) Total 2011 2012-2013 2014-2015 Thereafter
Recorded contractual obligations:
Long-term debt $37,281 $ 4,050 $ 6,049 $ 6,899 $20,283
Short-term borrowings 523 523 — — —
Capital lease obligations 5,584 607 1,103 959 2,915
Unrecorded contractual obligations:
Non-cancelable operating leases 13,099 1,275 2,318 2,029 7,477
Interest on long-term debt 29,296 1,762 3,138 2,697 21,699
Trade letters of credit 2,370 2,370 — — —
Purchase obligations 4,283 2,936 1,014 248 85
Total commercial commitments $92,436 $13,523 $13,622 $12,832 $52,459

Additionally, the company has approximately $11.2 billion in undrawn
lines of credit and standby letters of credit which, if drawn upon, would
be included in the liabilities section of the Consolidated Balance Sheets.

Purchase obligations include legally binding contracts such as firm
commitments for inventory and utility purchases, as well as commitments
to make capital expenditures, software acquisition/license commitments
and legally binding service contracts. Purchase orders for the purchase of
inventory and other services are not included in the table above. Purchase
orders represent authorizations to purchase rather than binding agree-
ments. For the purposes of this table, contractual obligations for purchase
of goods or services are defined as agreements that are enforceable and
legally binding and that specify all significant terms, including: fixed or
minimum quantities to be purchased; fixed, minimum or variable price
provisions; and the approximate timing of the transaction. Qur purchase
orders are based on our current inventory needs and are fulfilled by our
suppliers within short time periods. We also enter into contracts for
outsourced services; however, the obligations under these contracts are
not significant and the contracts generally contain clauses allowing for
cancellation without significant penalty.

The expected timing for payment of the obligations discussed above
is estimated based on current information. Timing of payments and
actual amounts paid with respect to some unrecorded contractual com-
mitments may be different depending on the timing of receipt of goods
or services or changes to agreed-upon amounts for some obligations.

In addition to the amounts shown in the table above, $1.0 billion of
unrecognized tax benefits are considered uncertain tax positions and have
been recorded as liabilities. The timing of the payment associated with
these liabilities is uncertain. Refer to Note 8 to the Consolidated Financial
Statements for additional discussion on unrecognized tax benefits.

We paid dividends of $1.09 per share in fiscal
2010, representing a 15% increase over fiscai
2009, The fiscal 2009 dividend of $0.95 per
share represented an 8% increase over fiscal
2008. We have increased our dividend every
year since the first dividend was declared

in March 1974.
. J
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Gff Balance Sheet Arrangements

In addition to the unrecorded contractual obligations discussed and
presented above, the company has made certain guarantees as discussed
below for which the timing of payment, if any, is unknown.

In connection with certain debt financing, we could be liable for
early termination payments if certain unlikely events were to occur.
At January 31, 2010, the aggregate termination payment would have
been $109 million. The two arrangements pursuant to which these
payments could be made will expire in fiscal 2011 and fiscal 2019.

In connection with the development of our grocery distribution network
in the United States, we have agreements with third parties which would
require us to purchase or assume the leases on certain unique equipment
in the event the agreements are terminated. These agreements, which
can be terminated by either party at will, cover up to a five-year period
and obligate the company to pay up to approximately $41 million upon
termination of some or all of these agreements.

The company has potential future lease commitments for land and
buildings for approximately 348 future locations. These lease commit-
ments have lease terms ranging from 1 to 40 years and provide for certain
minimum rentals. If executed, payments under operating leases would
increase by $59 million for fiscal 2011, based on current cost estimates.

Market Risk

In addition to the risks inherent in our operations, we are exposed to
certain market risks, including changes in interest rates and changes in
currency exchange rates.

The analysis presented for each of our market risk sensitive instruments
is based on a 10% change in interest or currency exchange rates. These
changes are hypothetical scenarios used to calibrate potential risk and do
not represent our view of future market changes. As the hypothetical
figures discussed below indicate, changes in fair value based on the assumed
change in rates generally cannot be extrapolated because the relationship
of the change in assumption to the change in fair value may not be linear.
The effect of a variation in a particular assumption is calculated without
changing any other assumption. In reality, changes in one factor may result
in changes in another, which may magnify or counteract the sensitivities.

At January 31, 2010 and 2009, we had $37.3 billion and $37.2 billion,
respectively, of long-term debt outstanding. Our weighted-average
effective interest rate on long-term debt, after considering the effect
of interest rate swaps, was 4.5% and 4.4% at January 31, 2010 and 2009,
respectively. A hypothetical 10% increase in interest rates in effect at
January 31, 2010 and 2009 would have increased annual interest
expense on borrowings outstanding at those dates by $9 million and
$16 million, respectively.
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At January 31, 2010 and 2009, we had $523 million and $1.5 billion,
respectively, of outstanding commercial paper and short-term borrowing
obligations. The weighted-average interest rate, including fees, on these
obligations at January 31, 2010 and 2009 was 1.8% and 0.9%, respectively.
A hypothetical 10% increase in these rates in effect at January 31, 2010 and
2009 would have increased the annual interest expense for the respective
outstanding balances by $1 million.

We enter into interest rate swaps to minimize the risks and costs associated
with financing activities, as well as to maintain an appropriate mix of
fixed- and floating-rate debt. Our preference is to maintain between 40%
and 60% of our debt portfolio, including interest rate swaps, in floating-
rate debt. The swap agreements are contracts to exchange fixed- or
variable-rates for variable- or fixed-interest rate payments periodically
over the life of the instruments. The aggregate fair value of these swaps
represented a gain of $240 million and $304 million at January 31, 2010
and 2009, respectively. A hypothetical increase or decrease of 10% in
interest rates from the level in effect at January 31, 2010, would have
resulted in a loss or gain in value of the swaps of $25 million and
$24 million, respectively. A hypothetical increase or decrease of 10%
in interest rates from the level in effect at January 31, 2009, would
have resulted in a loss or gain in value of the swaps of $17 million.

We hold currency swaps to hedge the currency exchange component of
our net investments in the United Kingdom. In fiscal 2010, we entered
into currency swaps to hedge the currency exchange rate fluctuation
exposure associated with the forecasted payments of principal and interest
of non-U.S. denominated debt. The aggregate fair value of these swaps
at January 31, 2010 and 2009 represented a gain of $475 million and
$526 million, respectively. A hypothetical 10% increase or decrease in
the currency exchange rates underlying these swaps from the market
rate would have resulted in a loss or gain in the value of the swaps of
$58 million and $150 million at January 31, 2010 and January 31, 2009,
respectively. A hypothetical 10% change in interest rates underlying
these swaps from the market rates in effect at January 31, 2010 would
have resulted in a loss or gain in value of the swaps of $11 million and
$30 million, respectively, on the value of the swaps.

In addition to currency swaps, we have designated debt of approximately
£,3.0 billion as of January 31, 2010 and 2009, as a hedge of our net
investment in the United Kingdom. At January 31, 2010, a hypothetical
10% increase or decrease in value of the U.S. dollar relative to the British
pound would have resulted in a gain or loss in the value of the debt of
$480 muillion. At January 31, 2009, a hypothetical 10% increase or decrease
in value of the U.S. dollar relative to the British pound would have
resulted in a gain or loss in the value of the debt of $440 million. In
addition, we have designated debt of approximately ¥437.4 billion as of
January 31, 2010 and 2009, as a hedge of our net investment in Japan.
At January 31, 2010, a hypothetical 10% increase or decrease in value
of the U.S. dollar relative to the Japanese yen would have resulted in a
gain or loss in the value of the debt of $485 million. At January 31, 2009,
a hypothetical 10% increase or decrease in value of the U.S. dollar rela-
tive to the Japanese yen would have resulted in a gain or loss in the value
of the debt of $443 million.
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Summary of Critical Accounting Policies

Management strives to report the financial results of the company in a
clear and understandable manner, although in some cases accounting
and disclosure rules are complex and require us to use technical termi-
nology. In preparing our Consolidated Financial Statements, we follow
accounting principles generally accepted in the United States. These
principles require us to make certain estimates and apply judgments
that affect our financial position and results of operations as reflected in
our financial statements. These judgments and estimates are based on
past events and expectations of future outcomes. Actual results may
differ from our estimates.

Management continually reviews our accounting policies, how they are
applied and how they are reported and disclosed in our financial statements.
Following is a summary of our more significant accounting policies and
how they are applied in preparation of the financial statements.

Inventories

We value our 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 our Walmart U.S. segment’s mer-
chandise. Sam’s Club merchandise and merchandise in our distribution
warehouses are valued based on weighted-average cost using the LIFO
method. Inventories for international operations are primarily valued
by the retail method of accounting and are stated using the first-in,
first-out (“FIFO”) method.

Under the retail method, inventory is stated at cost, which is determined
by applying a cost-to-retail ratio to each merchandise grouping’s retail
value. The FIFO cost-to-retail ratio is based on the initial margin of
beginning inventory plus the fiscal year purchase activity. The cost-to-
retail ratio for measuring any LIFO reserves is based on the initial margin
of the fiscal year purchase activity less the impact of any markdowns.
The retail method requires management to make certain judgments and
estimates that may significantly impact the ending inventory valuation
at cost as well as the amount of gross profit recognized. Judgments
made include recording markdowns used to sell through inventory and
shrinkage. When management determines the salability of inventory has
diminished, markdowns for clearance activity and the related cost impact
are recorded at the time the price change decision is made. Factors consid-
ered in the determination of markdowns include current and anticipated
demand, customer preferences and age of merchandise, as well as seasonal
and fashion trends. Changes in weather patterns and customer preferences
related to fashion trends could cause material changes in the amount and
timing of markdowns from year to year.

When necessary, the company records a LIFO provision for a quarter for
the estimated annual effect of inflation, and these estimates are adjusted
to actual results determined at year-end. Our LIFO provision is calcu-
lated based on inventory levels, markup rates and internally generated
retail price indices. At January 31, 2010 and 2009, our inventories valued
at LIFO approximated those inventories as if they were valued at FIFO.

The company provides for estimated inventory losses (“shrinkage”)
between physical inventory counts on the basis of a percentage of sales.
The provision is adjusted annually to reflect the historical trend of the
actual physical inventory count results.

Impairment of Assels

We evaluate long-lived assets other than goodwill and assets with
indefinite lives for indicators of impairment whenever events or changes
in circumstances indicate their carrying amounts may not be recoverable.
Management’s judgments regarding the existence of impairment indica-
tors are based on market conditions and our operational performance,
such as operating income and cash flows. The evaluation for long-lived
assets is performed at the lowest level of identifiable cash flows, which
is generally at the individual store level or, in certain circumstances, at
the market group level. The variability of these factors depends on a
number of conditions, including uncertainty about future events and
changes in demographics. Thus our accounting estimates may change
from period to period. These factors could cause management to con-
clude that impairment indicators exist and require that impairment tests
be performed, which could result in management determining that the
value of long-lived assets is impaired, resulting in a write-down of the
long-lived assets.

Goodwill and other indefinite-lived acquired intangible assets are not
amortized, but are evaluated for impairment annually or whenever events
or changes in circumstances indicate that the value of a certain asset may
be impaired. This evaluation requires management to make judgments
relating to future cash flows, growth rates, and economic and market
conditions. These evaluations are based on determining the fair value
of a reporting unit or asset using a valuation method such as discounted
cash flow or a relative, market-based approach. Historically, the company
has generated sufficient returns to recover the cost of goodwill and other
indefinite-lived acquired intangible assets. Because of the nature of the
factors used in these tests, if different conditions occur in future periods,
future operating results could be materially impacted.

Income Taxes

The determination of our provision for income taxes requires significant
judgment, the use of estimates, and the interpretation and application
of complex tax laws. Significant judgment is required in assessing the
timing and amounts of deductible and taxable items and the probability
of sustaining uncertain tax positions. The benefits of uncertain tax
positions are recorded in our financial statements only after determining
a more-likely-than-not probability that the uncertain tax positions will
withstand challenge, if any, from taxing authorities. When facts and
circumstances change, we reassess these probabilities and record any
changes in the financial statements as appropriate. We account for
uncertain tax positions by determining the minimum recognition thresh-
old that a tax position is required to meet before being recognized in the
financial statements. This determination requires the use of judgment
in assessing the timing and amounts of deductible and taxable items.
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Self-insurance

We use a combination of insurance, self-insured retention and self-
insurance for a number of risks, including, but not limited to, workers’
compensation, general liability, vehicle liability, and the company’s
obligation for employee-related health care benefits. Liabilities associated
with the risks that we retain are estimated by considering historical claims
experience, including frequency, severity, demographic factors and
other actuarial assumptions. In calculating our liability, we analyze our
historical trends, including loss development, and apply appropriate loss
development factors to the incurred costs associated with the claims
made against our self-insured program. The estimated accruals for these
liabilities could be significantly affected if future occurrences or loss
development differ from these assumptions. For example, for our workers’
compensation and general liability accrual, a 1% increase or decrease
to the assumptions for claims costs or loss development factors would
increase or decrease our self-insurance accrual by $26 million.

In fiscal 2008, our actuarially determined ultimate loss estimates were
reduced primarily for our fiscal 2004 through 2007 workers’ compensa-
tion and general lability claims. The reductions in ultimate loss estimates
resulted primarily from improved claims handling experience, which
impacts loss development factors and other actuarial assumptions. Due to
the beneficial change in estimate of our ultimate losses, accrued liabilities
for general liability and workers” compensation claims were reduced by
$298 million, or $196 million after tax, resulting in an increase in net
income per basic and diluted common share of $0.05 for the second
quarter of fiscal year 2008.

Forward-Looking Statements

This Annual Report contains statements that Walmart believes are
“forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995, as amended. Those statements are intended
to enjoy the protection of the safe harbor for forward-looking statements
provided by that Act. Those forward-looking statements include statements
in Management’s Discussion and Analysis of Financial Condition and
Results of Operations: under the captions “Company Performance
Metrics — Growth — Net Sales” and “Results of Operations — Consolidated
Results of Operations” with respect to the volatility of currency exchange
rates possibly continuing to affect our International segment’s net sales;
under the caption “Company Performance Metrics — Growth ~ Comparable
Store Sales” regarding the effect of the opening of new stores on com-
parable store sales stabilizing over time; under the caption “Liquidity
and Capital Resources — Capital Resources” with respect to our ability
to finance seasonal build-ups in inventories and to meet other cash
requirements with cash flows from operations and short-term borrowings,
our ability to fund certain cash flow shortfalls by short-term borrowings
and long-term debt, our plan to refinance long-term debt as it matures,
our anticipated funding of any shortfall in cash to pay dividends and make
capital expenditures through short-term borrowings and long-term

28 Walmart 2010 Annual Report

debt, our plan to refinance existing long-term debt as it matures, and our
ability to sell our long-term securities; under the caption “Liquidity and
Capital Resources — Global Expansion Activities” with respect to our
capital expenditures in fiscal 2011, how we will finance expansion and
any acquisitions made during fiscal 2011, the anticipated number of new
stores and clubs to be opened in the United States and internationally
and the anticipated allocation of capital expenditures in fiscal 2011;
under the caption “Liquidity and Capital Resources — Comnton Stock
Dividends,” as well as in Note 1 to our Consolidated Financial Statements,
regarding the payment of dividends in fiscal 2011; and under the caption
“Liquidity and Capital Resources — Off Balance Sheet Arrangements” with
respect to the amount of increases in payments under operating leases
if certain leases are executed. These forward-looking statements also
include statements in Note 8 to our Consolidated Financial Statements
regarding the possible reduction of U.S. tax liability on accumulated
but undistributed earnings of our non-U.S. subsidiaries, the realization
of certain deferred tax assets, possible reduction of unrecognized tax
benefits, the reasons for such reductions and the magnitude of their
impact on our results of operations and financial condition, the possible
timing of the resolution of certain tax matters and how the resulting tax
items will be recorded, and the possibility that the resolution of certain
non-U.S. federal income tax matters could result in a material liability
for us. In addition, these statements include a statement in the material
entitled “Our Financial Priorities” relating to Walmart continuing to
grow around the world. The letter of our President and Chief Executive
Officer appearing in this Annual Report includes forward-looking
statements that relate to: Walmart continuing to expand into new
channels so customers can shop and experience Walmart when, where
and how they want; Walmart growing operating expenses slower than
sales and operating income faster than sales; Walmart doing even more
to leverage the size, scale, expenses and expertise of the total company;
Walmart continuing to make investments in technology; Walmart
planning to move quickly and being a more innovative company;
Walmart expanding our commitment to inclusion and providing career
opportunities to associates; Walmart building on our leading in sustain-
ability through continued work on its Sustainable Product Index and
new commitment to reduce greenhouse gas emissions; Walmart living
and upholding our culture, showing that we respect individual people,
putting customers first and driving changes need to be an even better
company, and Walmart making the absolute most of our opportunity to
lead as a retailer, as a company and as people. Forward-looking statements
appear elsewhere in this Annual Report: under the caption “Walmart
U.S. — Saving Customers Money So They Can Live Better” and relate to
management’s expectations that growth will come from additional
penetration into more metropolitan markets, as well as new formats
and stronger integration with our online business and for global
sourcing initiatives to strengthen our Walmart U.S. segment’s efforts
to drive down the cost of goods and pass the savings on to customers.
Moreover, forward-looking statements appear under the caption
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“Walmart International — Growing Globally To Serve More Customers” and
relate to management’s expectations for our International segment to
continue an aggressive pace through acquisitions and strong organic
growth and to grow in our International segment’s countries by win-
ning locally. In addition, a forward-looking statement appears under
the caption “Walmart — Helping People Live Better Worldwide” regarding
driving product innovation, increasing supply chain transparency and
creating a single source for product sustainability. The forward-looking
statements described above are identified by the use in such statements
of one or more of the words or phrases “anticipate,” “could reduce,”
“expect,” “grow,” “is expected,” “may be reduced,” “may continue,”
“plan,” “will always put,” “will be,” “will be included,” “will be paid,”
“will be recorded,” “will be resolved,” “will build,” “will come,” “will
continue,” “will do,” “will drive,” “will expand,” “will grow,” “will
live and uphold,” “will show,” “will strengthen,” “would increase,” and
other similar words or phrases. Similatly, descriptions of our objectives,

» » e ”

strategies, plans, goals or targets are also forward-looking statements.
These statements discuss, among other things, expected growth, future
revenues, future cash flows, future capital expenditures, future perfor-
mance, future initiatives and the anticipation and expectations of Walmart
and its management as to future occurrences and trends.

The forward-looking statements included in this Annual Report and
that we make elsewhere are subject to certain factors, in the United
States and internationally, that could affect our business operations,
financial performance, business strategy, plans, goals and objectives.
Those factors include, but are not limited to: general economic condi-
tions, including the current economic downturn 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 we sell, labor costs,
transportation costs, the cost of diesel fuel, gasoline, natural gas and
electricity, the cost of health care benefits, accident costs, our 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 our stores and
distribution centers, climate change, 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 our business, costs of compliance with laws
and regulations, the outcome of legal proceedings to which we are a
party, interest rate fluctuations, changes in employment legislation and
other capital markets, economic and geo-political conditions and events,
including civil unrest and terrorist attacks. Moreover, we typically earn
a disproportionate part of our annual operating income in the fourth
quarter as a result of the seasonal buying patterns. Those buying patterns
are difficult to forecast with certainty. The foregoing list of factors that

may affect our performance is not exclusive. Other factors and unan-
ticipated events could adversely affect our business operations and
financial performance. We discuss certain of these matters more fully,
as well as certain risk factors that may affect our business operations,
financial condition, results of operations and liquidity in other of our
filings with the Securities and Exchange Commission (the “SEC”),
including our Annual Report on Form 10-K. We filed our Annual
Report on Form 10-K for the year ended January 31, 2010, with the
SEC on March 30, 2010. The forward-looking statements described
above are made based on knowledge of our business and the environ-
ment in which we operate. However, because of the factors described
and listed above, as well as other factors, or as a result of changes in facts,
assumptions not being realized or other circumstances, actual results may
materially differ from anticipated results described or implied in these
forward-looking statements. We cannot assure the reader that the results
or developments expected or anticipated by us will be realized or, even
if substantially realized, that those results or developments will result
in the expected consequences for us or affect us, our business or our
operations in the way we expect. You are urged to consider all of
these risks, uncertainties and other factors carefully in evaluating the
forward-looking statements and not to place undue reliance on such
forward-looking statements. The forward-looking statements included
in this Annual Report speak only as of the date of this report, and we
undertake no obligation to update these forward-looking statements to
reflect subsequent events or circumstances, except as may be required
by applicable law.
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Accumulated fotd
Capreal in Other Walnart
Number Conunon Excess of Retaned Comprehensive  Sharcholders’ Noncontrolling Total
{Amounts i milhony except per share datay - of Shares Stock Par Value Earnings Income (Loss) Equity Interest Equity
Balances—February 1, 2007 4,131 $413 §55,818 $ 2,508 $61,573 $2.160 863,733
Consolidated net income 12,731 12,731 406 13,137
Other comprehensive income 1,356 1,356 8 1,364
Cash dividends ($0.88 per share) (3,586) {3.586) (3.586)
Purchase of company stock (166) (17) (190 (7.484) (7.691) (7.691)
Orther 8 1 384 385 (633) (250
Adoption of accounting for
UNCETTAINGY 1N income taxes (160) (160) (160)
Balances— January 31, 2008 3,973 §3,028 $57,319 $ 3,864 564,608 $1,939 $066,547
Consolidated net income 13,400 13,400 499 13.899
Other comprehensive income (6,552) (6,552) (371 (6,923)
Cash dividends {($0.95 per share) (3,746) (3,746) (3,746)
Purchase of company stock o) 6) (95) (3,315) (3.416) (3,4106)
Other 13 2 987 2 991 (273) 718

[P s 872,929
Fiscal Years Ended January 31,
MG 2009 2008
513,899 $13.137
(6,860) 1.226
(17) -
(46) 138
6,976 14,501
(499) (406)
371 (8)
(128) 414
§ 6,848 $14,087

o) Inclides 14 million i fiscal 2010 that i related 1o the redeentable noncontrolling fnterest.

0 2) dnchades S46 nillion in fiscal 2010 thar is selated 1o the vedeemable nonconirotling interest.

See qeconpanying notes.
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Consolidated Statements of Cash Flows

Fiscal Years Ended January 31,

{Amounts in mlions) RAS T 2009 2008
¢ 5 $ 13,899 $13.137
(146) 132
i 13,753 13,269
FHE7 6,739 6,317
{504} 581 (8)
k1 769 504
(on (564)
(220) (775)
(410) 865
2,036 1.034
23,147 20,642
$ { (11,499) (14,937)
. ‘ . 714 957
n;ahqnal,opéfations, et oo e 838 {257)
wieed. ' (1.576) (1.338)
- 781 (95)
(10,742) (15.670)
(3,745) 2.376
6.566 11,167
(5,387} (8,723}
(3,746) (3.580)
(3,521 (7.691)
(352) (343)
267 {622)
(9,918) (7.422)
[ (781) 252
1,706 (2,198)
5,569 7.767
5 7,907 $ 7,275 $ 3,569
§ $ 6,59 § 0,299
1141 1,787 1.622
284 447

211 Inchedes casle and cash equivalenrs of discontinued operations of $54 million at Febrnary 1, 2007,

12 Tncludes cash and cash equivalenis of discontinned operations of §77 niillion at fanuary 31, 2008.

New ac ﬂ:’]l,)d/l}'l!/‘f fafey.
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Notes to Consolidated Financial Statements

‘E Summary of Significant Accounting Policias

General

Wal-Mart Stores, Inc. (“Walmart,” the “company” or “we”) operates
retail stores in various formats around the world and is committed to
saving people money so they can live better. We earn the trust of our
customers every day by providing a broad assortment of quality merchan-
dise and services at every day low prices (“EDLP”) while fostering a
culture that rewards and embraces mutual respect, integrity and diversity.
EDLP is our pricing philosophy under which we price items at a low price
every day so our customers trust that our prices will not change under
frequent promotional activity. Our fiscal year ends on January 31.

Consolidation

The Consolidated Financial Statements include the accounts of Wal-Mart
Stores, Inc. and its subsidiaries. Intercompany transactions have been
eliminated in consolidation. Investments in which the company has a
20% to 50% voting interest and where the company exercises significant
influence over the investee are accounted for using the equity method.
These investments are immaterial to our company.

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. There were no
significant intervening events in January 2010 which materially affected
the financial statements. The company’s operations in Canada and Puerto
Rico are consolidated using a January 31 fiscal year-end.

The company consolidates the accounts of certain variable interest entities

where it has been determined that Walmart is the primary beneficiary of
those entities” operations. The assets, liabilities and results of operations
of these entities are not material to the company.

Cash and Cash Equivalents

The company considers investments with a maturity of three months or
less when purchased to be cash equivalents. The majority of payments
due from banks for third-party credit card, debit card and electronic
benefit transactions (“EBT”) process within 24-48 hours, except for
transactions occurring on a Friday, which are generally processed the
following Monday. All credit card, debit card and EBT transactions that
process in less than seven days are classified as cash and cash equivalents.
The amounts due from banks for these transactions classified as cash
totaled $2.6 billion and $2.0 billion at January 31, 2010 and 2009, respec-
tively. In addition, cash and cash equivalents includes restricted cash
related to cash collateral holdings from various counterparties as required
by certain derivative and trust agreements of $469 million and $577
million at January 31, 2010 and 2009, respectively.

Receivables

Receivables consist primarily of amounts due from:

* insurance companies resulting from our pharmacy sales;

* banks for customer credit card, debit card and EBT transactions that
take in excess of seven days to process;

* suppliers for marketing or incentive programs;

* consumer financing programs in certain international subsidiaries; and

» real estate transactions.
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We establish a reserve for uncollectible receivables based on historical
trends in collection of past due amounts and write-off history. Our
reserve for uncollectible receivables, which relates primarily to our
consumer financing programs, was $298 million and $188 million at
January 31, 2010 and 2009, respectively.

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. Sam’s Club merchandise and
merchandise in our distribution warehouses are valued based on the
weighted-average cost using the LIFO method. Inventories of Interna-
tional operations are primarily valued by the retail method of accounting,
using the first-in, first-out (“FIFO”) method. At January 31, 2010 and
2009, our inventories valued at LIFO approximate those inventories as
if they were valued at FIFO.

Capitalized Interest
Interest costs capitalized on construction projects were $85 million,
$88 million and $150 million in fiscal 2010, 2009 and 2008, respectively.

Long-Lived Assets

Long-lived assets are stated at cost. Management reviews long-lived assets
for indicators of impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. The evalua-
tion is performed at the Jowest level of identifiable cash flows, which is
at the individual store level or in certain circumstances a market group of
stores. Undiscounted cash flows expected to be generated by the related
assets are estimated over the asset’s useful life based on updated projec-
tions. If the evaluation indicates that the carrying amount of the asset
may not be recoverable, any potential impairment is measured based
upon the fair value of the related asset or asset group as determined by
an appropriate market appraisal or other valuation technique. Impairment
charges were $429 million, $262 million and $210 million for fiscal years
2010, 2009 and 2008, respectively, and are classified in operating, selling,
general and administrative expenses on the accompanying Consolidated
Statements of Income. See Note 15 for further information regarding
the impairment charges recorded in fiscal 2010.

Goodwiil and Other Acquired Intangible Assets

Goodwill represents the excess of purchase price over fair value of net
assets acquired, and is allocated to the appropriate segment when acquired.
Other acquired intangible assets are stated at the fair value acquired as
determined by a valuation technique commensurate with the intended
use of the related asset. Goodwill and indefinite-lived other acquired
intangible assets are not amortized; rather they are evaluated for impair-
ment annually during our fourth fiscal quarter, or whenever events or
changes in circumstances indicate that the value of the asset may be
impaired. Definite-lived other acquired intangible assets are considered
long-lived assets and are amortized on a straight-line basis over the periods
that expected economic benefits will be provided.
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Indefinite-lived other acquired intangible assets are included in other
assets and deferred charges on the accompanying Consolidated Balance
Sheets. These assets are evaluated for impairment based on their fair values
using valuation techniques which are updated annually based on the most
recent variables and assumptions. There were no impairment charges
related to indefinite-lived intangible assets recorded during the fiscal
years ended January 31, 2010, 2009 and 2008.

Goodwill is evaluated for impairment by determining the fair value of
the related reporting unit. Fair value is measured based on discounted
cash flow method and relative market-based approaches. The analyses
require significant management judgment to evaluate the capacity of
an acquired business to perform within projections. The company has
never recorded impairment charges related to goodwill.

The following table reflects goodwill activity for fiscal years 2010 and 2009:

{Amounts in millions) International Sam’s Club Total
February 1, 2008 $15,574 $305 $15,879
Currency translation (2,020) — (2,020)
Acquisitions 1,500 — 1,500
Other (99) — 99)
January 31, 2009 814,955 $305 $15,260
Currency transiation 970 — 970
Other (164) — (104)
Jenuary 31,2010 815,821 8305 $16,126

During fiscal 2010, the International segment’s goodwill balance increased
$970 million related to currency exchange fluctuations. Other goodwill
activity of $104 million includes adjustments made in finalizing the
allocation of the purchase price for Distribucién y Servicio (“D&S").
During fiscal 2009, the International segment’s goodwill balance
decreased $619 million, primarily from the strengthening of the U.S.
dollar against most major currencies, partially offset by goodwill recorded
in connection with the acquisition of a majority interest in D&S and
the purchase of the remaining minority shares of The Seiyu Ltd. These
acquisitions and disposal are discussed in further detail in Note 9.

Leases

The company estimates the expected term of a lease by assuming the
exercise of renewal options where an economic penalty exists that would
preclude the abandonment of the lease at the end of the initial non-
cancelable term and the exercise of such renewal s at the sole discretion
of the company. This expected term is used in the determination of
whether a store lease is a capital or operating lease and in the calculation
of straight-line rent expense. Additionally, the useful life of leasehold
improvements is limited by the expected lease term or the economic life
of the asset, whichever is shorter. If significant expenditures are made for
leasehold improvements late in the expected term of a lease and renewal
is reasonably assumed, the useful life of the leasehold improvement is
limited to the end of the renewal period or economic life of the asset,
whichever is shorter.

Rent abatements and escalations are considered in the calculation of
minimum lease payments in the company’s capital lease tests and in
determining straight-line rent expense for operating leases.

Currency Translation

The assets and liabilities of all international subsidiaries are translated
from the respective local currency to the U.S. dollar using exchange
rates at the balance sheet date. The income statements of international
subsidiaries are translated from the respective local currency to the U.S.
dollar using average exchange rates for the period. Related translation
adjustments are recorded as a component of accumulated other com-
prehensive income (loss).

Revenue Recognition

The company recognizes sales revenue net of sales taxes and estimated
sales returns at the time it sells merchandise to the customer. Customer
purchases of shopping cards are not recognized as revenue until the
card is redeemed and the customer purchases merchandise by using
the shopping card. The company also recognizes revenue from service
transactions at the time the service is performed. Generally, revenue
from services is classified as a component of net sales on our consolidated
statements of income.

Sam’s Club Membership Fee Bevenue Recognition

The company recognizes Sam’s Club membership fee revenue both in
the United States and internationally over the term of the membership,
which is 12 months. The following table details deferred revenue,
membership fees received from members and the amount of revenue
recognized in earnings for each of the fiscal years 2010, 2009 and 2008.

Deferred
Membership

(Amounts in millions) Fee Revenue

Balance at February 1, 2007 $ 535
Membership fees received 1,054
Membership fee revenue recognized (1,038)
Balance at January 31, 2008 $ 551
Membership fees received 1,044
Membership fee revenue recognized (1,054)
Balance at January 31, 2009 $§ 341
Membership fees received 1,048
Membership fee revenue recognized (1,057}
Balance at January 31, 2010 $ 532

Sam’s Club membership fee revenue is included in membership and
other income in the revenues section of the accompanying Consolidated
Statements of Income. The deferred membership fee is included in
accrued liabilities on the accompanying Consolidated Balance Sheets.

Cost of Sales

Cost of sales includes actual product cost, the cost of transportation to
the company’s warehouses, stores and clubs from suppliers, the cost of
transportation from the company’s warehouses to the stores and clubs
and the cost of warehousing for our Sam’s Club segment.
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Paymenis from Suppliers

Walmart receives money from suppliers for various programs, primarily
volume incentives, warehouse allowances and reimbursements for spe-
cific programs such as markdowns, margin protection and advertising.

Substantially all payments from suppliers are accounted for as a reduction
of purchases and recognized in our Consolidated Statements of Income
when the related inventory is sold.

Operating, Selfing, Generai and Administrative Expenses

Operating, selling, general and administrative expenses include all
operating costs of the company except those costs related to the trans-
portation of products from the supplier to the warehouses, stores or clubs,
the costs related to the transportation of products from the warehouses
to the stores or clubs and the cost of warehousing for our Sam’s Club
segment. As a result, the cost of warehousing and occupancy for our
Walmart U.S. and International segments’ distribution facilities is
included in operating, selling, general and administrative expenses. Because
we do not include the cost of our Walmart U.S. and International seg-
ments’ distribution facilities in cost of sales, our gross profit and gross
profit as a percentage of net sales (our “gross profit margin”) may not be
comparable to those of other retailers that may include all costs related
to their distribution facilities in cost of sales and in the calculation of
gross profit.

Advertising Costs

Advertising costs are expensed as incurred and were $2.4 billion, $2.1
billion and $1.8 billion in fiscal 2010, 2009 and 2008, respectively.
Advertising costs consist primarily of print, television and digital adver-
tisements. Advertising reimbursements received from suppliers are
generally accounted for as a reduction of purchases and recognized in our
Consolidated Statements of Income when the related inventory is sold.

Pre-Opening Costs

The costs of start-up activities, including organization costs, related
to new store openings, store remodels, expansions and relocations are
expensed as incurred. Pre-opening costs totaled $227 million, $289
million and $353 million for the years ended January 31, 2010, 2009
and 2008, respectively.

Depreciation and Amortization

Depreciation and amortization for financial statement purposes are
provided on the straight-line method over the estimated useful lives of
the various assets. Depreciation expense, including amortization of
property under lease, for fiscal years 2010, 2009 and 2008 was $7.2 billion,
$6.7 billion and $6.3 billion, respectively. For income tax purposes,
accelerated methods of depreciation are used with recognition of deferred
income taxes for the resulting temporary differences. Leasehold improve-
ments are depreciated over the shorter of the estimated useful life of the
asset or the remaining expected lease term. Estimated useful lives for
financial statement purposes are as follows:

Buildings and improvements 5-40 years
Fixtures and equipment 3-20 years
Transportation equipment 4-15 years
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income Taxes

Income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the estimated future
tax consequences attributable to differences between the financial state-
ment carrying amounts of existing assets and liabilities and their respective
tax bases. Deferred tax assets and liabilities are measured using enacted
tax rates in effect for the year in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and
liabilities of a change in tax rate is recognized in income in the period
that includes the enactment date. Valuation allowances are established
when necessary to reduce deferred tax assets to the amounts more likely
than not to be realized.

The company reports a liability for unrecognized tax benefits resulting
from uncertain tax positions taken or expected to be taken in a tax return.
The company records interest and penalties related to unrecognized
tax benefits in interest expense and operating, selling, general and
administrative expenses, respectively, in the company’s Consolidated
Statements of Income.

Estimates and Assumptions

The preparation of our Consolidated Financial Statements in conformity
with generally accepted accounting principles requires management
to make estimates and assumptions. These estimates and assumptions
affect the reported amounts of assets and liabilities. They also affect the
disclosure of contingent assets and liabilities at the date of the Consoli-
dated Financial Statements and the reported amounts of revenues and
expenses during the reporting period. Actual results may differ from
those estimates.

Reclassifications

In connection with the company’s finance transformation project, we
reviewed and adjusted the classification of certain revenue and expense
items within our 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
periods presented.

Subsequent Events

On March 4, 2010, the company’s Board of Directors approved an
increase in the annual dividend for fiscal 2011 to $1.21 per share, an
increase of 11% over the dividend paid in fiscal 2010. The annual divi-
dend will be paid in four quarterly installments on April 5, 2010, June 1,
2010, September 7, 2010 and January 3, 2011 to holders of record on
March 12, May 14, August 13 and December 10, 2010, respectively.
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Accrued Habilities consist of the tollowing:

January 31,

{Amounts m mullions)

OSUFRRCE

The company uses a combination of insurance, self-insured retention
and self-insurance for a number of risks, including, but not limited to,
workers compensation, general lability, vehicle ability, property and
the company’s obligation for employee-related health care benefits.
Liabilities associated with these visks are estimated by considering his-
torical claims experience, demographic factors, frequency and severity
factors and other actuarial assumptions. In estimating our Hability tor
such claims, we periodically analyze our historical trends, including loss
development, and apply appropriate loss development factors to the

mcarred costs associated with the claims,

Basic net income per common share attributable to Walmart s based on
the weighted-average number of outstanding common shares. Diluted
net income per conunon 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 stock options and other share-based awards was 11 mil-
hon. 12 nullion and 6 million shares in fiscal 2010, 2009 and 2008,
respectively. The company had approximately 3 million. 6 million and
31,2010, 2009 and 2008,

respectively, which were notincladed in the diluted netincome per share

62 million option shares outstanding at Januar

calculation because their effect would be antidilutive.

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

are as follows:

Fiscal Years Ended January 31,

AR 2009 2008
514,907 813,753 $13,209
(513} (499) (406)
f4,404 0 13,254 12,863
(79 146 (132)

Information on shore-tern borrowings and interest rates is as follows:

Fiscal Years Ended January 31,

(Dollar amounts 1 willions) PALEEY 2009 2008

£7.866  $9,176
4.520 5,657
2.1% 4.9%

short-term borrowings consist of commercial paper and lines of credit.
St

Tort-term borrowings outstanding at January 31, 2010 and 2009 were
523 million and 1.5 billion, respectively. The company has certain
lines of credit totaling $9.0 billion, most of which were undrawn as of
Januvary 31, 2010, Of the $9.0 billion in lines of credit, $8.6 billion is
committed with 34 financial institutions. In conjunction with these
lines of credit, the company has agreed 1o observe certain covenants,
the most restrictive of which relates to maximum amounts of secured
debt and long-term leases. Committed lines of creditare primarily used
w0 support commercial paper. The portion of committed lines of credit
used to support commercial paper remained undrawn as of January 31,
2010, The committed Hnes of credit mature at various times starting
between June 2010 and June 2012, carry interest rates in some cases
equal to the company’s one-vear credit default swap mid-rate spread
and in other cases LIBOR plus 15 basis points and mcur commitment

fees of 4.0 to 10.0 basis points on undrawn amounts.
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The company had trade letters of credit outstanding rotaling $2.4 billion
at January 31, 2010 and 2(
had standby letters of credit outstanding totaling $2.4 billion and $2.0
biflion. respectively. These letters of credit were issued primarily for the

purchase of inventory and self~insurance purposes.
Long-term debt consists of:

Dollar wnounts in millions) January 31,

109, At January 31, 2010 and 2009, the company

Marurity Date

Inerest Ruate by Fiscal Year 2010 2009

4,098 3,954
3,972

: Ot S duc 2039
Notes ydue 2019
Notes die 2018
Notes due 2016
Notes duc 2028
 Notesdue 2013

| Notes due 2024
~‘Not¢s due 2015

2017
2020
2021 6 7
2022 b 8
2023 8 10
2025 17
2026 20
€ 2027 19
Notes due 2029 12

Ay Netes duein 2000 and 2019 boty inclide $300 uuillion pui opticns. Comains early

fermin wents totading $10Y willion.

2) Incindes adjustments to deby fiedeed by derivatives,
Fhe company has $1.0 bitlion in debt with embedded put options. The
holders of one 8500 million debtissuance may require the company to

vepurchase the debt at par plu

ot money market puttable reset securities in the amount of $300 million

sstructured o be remarketed in connecuon with the anpual reset of
the interest rate. I, for any reason, the remarketing of the notes does
not occur at the time of any mterest rate reset. the holders of the notes
must sellland the company must repurchase. the notes at par. All of

these issuances have been classified as long-term debt due within one

vear in the Consolidated Balance Sheets.
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saccrued interest at any tme. One issuance

1al Statements

Long-term debt s unsecured except for $207 million, which is

collateralized b\‘ pmpcrt} with an aggregate carrving amount of

Do o
approximartely §1.2 billion. Annual maturities of long-term debt

during the next tivc vears and thereatter are

(Amounts i nulhons)

Fiscal Year Anpual Maturity

20101 § 4050
Z(HZ 4,611
013 1,438
14 4,150
1 2,749
Tlmmﬁcr 20,283

fotal

The company has entered into sale/leaseback rransactions involving

buildings while retaining title to the underlying land. These transac-
tons were accounted for as financings and are included in long-term
debtand the annual maturities schedules above, The resulting obliga-

tons mature as follows during the next five years and thereafter:

{Amounts in millions)

Fiscal Year Annual Mawrgy

2010t g 10
2012 10
2013 1o
2014 7
2015 7
Thereafter 277

Totl $321

The company records and discloses certain financial and nonfinancial
assets and labilities at cheir fair value, The fair value of an asset is the
price at which the asser could be sold in an orderly trapsaction between
unrelated. knowledgeable and willing parties able to engage in the
transaction. A Hability's fair value 15 defined as the amount that would
be paid to transfer the lability to a new obligor 1n a transaction
between such parties, not the amount that would be paid to settle the
Habilicy with the creditor.
Assets and habilies recorded at fair value are measured using a three-
vier fair value hierarchy, which prioritizes the inputs used in measuring
fair value. These tiers include:
e Level 1, defined as observable inputs such as quoted prices in
active markets:
o Level 20 defined as inputs other than quoted prices in active markets
that are either directly or indirectly observable; and
e Level 3, defined as unobservable inputs in which little or no
marker data exists. therefore requiring the company to develop

our own JSSL!]I)PU()]].\
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The disclosure of fair value of certain financial assets and habilities that s recorded at costis as follows:

Cash and cash equivalents: The carrying amount approximates fair value due to the short maturity of these instruments.

Long-term debr: The fair value is based on the company’s current incremental borrowing rate for stmilar types of borrowing arrangements

or, where applicable, quoted market prices. The costand fair value of our debtas of January 31, 2010 and 2009 is as follows:

{Amounts in millions)

fanuary 31, 2009

Cost Fair Value

$37.197 $37.862

Additionally, as of January 31, 2010 and 2009, the company held certain derivative asset and lability 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 January 31, 2010 and 2009, the notional amounts and

fair values of these interest rate swaps are as follows (asset/(lability)):

{Amounis In millions)

January 31, 2009

Notional Amount  Fair Value

Derivative financial instruments designated for hedging:

t rate swaps

esignated as cash flow hedges

t rate swaps

esignated as fair value hedges

tional amount:

195 §321

1,250 526

162 a7

36,907 $830

The fair values above are the estimated aimounts the company would receive or pay upon a termination of the agreements relating to such instru-

nments as of the reporting dates.

The company uses derivative iinancual instruments for hedging and
non-trading purposes to manage its exposure to changes in interest and
currency exchange rates, as well as to maintain an appropriate mix of
fixed- and Hoating-rate debt. Use of dertvative 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. T 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 wem. Credic risk related
to derivatives represents the possibility that the counterparty will not
fulfill che 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 eredit risk. Credit risk is monitored through established
approval procedures. including setting concentration limits by counter-
party. reviewing credic 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 held
323 million and $440
million at January 31, 2010 and 2009, respectively. It 1s our policy to

cash collateral from these counterparties o

record cash collateral exclusive of any derivative asser, and any collateral
holdings are reflected in our acerued 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 collat-
eral 1f che derivative Hability position exceeds $1530 million. The
company has no outstanding collateral postings and in the event of
providing cash collateral. the company would record the postingasa

recetvable exclusive of any derivative labiliey.

When the company uses derivative financial Instruments for purposes of
hedging its exposure to interest and currency exchange rates, the contract
terms of a hedge instrument closely mirror those of the hedged iten,
providing a high degree of risk reduction and correlation. Contracts that
are etfective at meeting the risk reduction and correlation criteria are
recorded using hedge accounting. [f a derivative instrument is a hedge,
ge, changes in the fair value of the

depending on the nature of the hed

instrument will either be offset against the change in fair value of the
hedged assets, labilities or firm commitments through carnings or be
recognized in accumulated other comprehensive loss unuil 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 eriteria for hedge accounting. or
contracts for which the company has not elected hedge accounting,
are valued at fair value with unrealized gains or fosses reported in

carnings during the period of change.
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&

The company 15 party to receive tixed-rate, pay floating-rate interest rate
swaps to hedge the fair value of fixed-rate debt. Under certain swap

agreements. the company pavs 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 notrepresent the exposure due to credit loss. The company’s interest

rate swaps that receive fixed-interest rate payments and pay floating-
mterest rate payments are designated as fair value hedges. As the specific
erms and notional amounts of the derivative inscruments 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 in long-term debt and accumulated other comprehensive
loss on the accompanying Consolidated Balance Sheets with no net
unmpact on the income statement. These fair value instruments will
mature on various dates ranging from February 2011 to May 2014,

At January 31, 2010 and 2009, the company is party to cross-currency
interest rate swaps that hedge its net investient 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 inscruments are recorded in accumulated other coni-

prehensive loss. offsetting the currency transladion adjustiment that is also

. These instruments

recorded 1 accumulared other comprehensive lo

will mature on dates ranging from 2029 ro March 2034,

The company has approximately £3.0 billion of outstanding debt that

1s designated as a hedge of the company’s net investment in the United

Kingdom as of January 31, 2010 and 2009, The company also has out-
standing approximately ¥437.4 billion of debt that is designated as a
hedge of the company’s net mvestment in Japan at January 31, 2010
and 2009, Any translation of non-U.S.-denominated debt is recorded
in accumulated other comprehensive loss, offsetting the currency
translation adjustment that is also recorded in accumulated other

comprehensive loss. These instruments will mature on dates ranging

o

from January 2011 to January 2039,

Gash Flow Instrumients
The company is party to receive floating-rate, pay fixed-rate interest rate
swaps to hedge the interest rate risk of certain non-U.S.~denominated
debt. The swaps are designated as cash flow hedges of interest expense
risk. Changes in the non-U.S. benchmark interest rate result in reclassifi-
cation of amounts from accumulated other comprehensive loss to earnings
to offset the floating-rate interest expense. These cash ow instruments
will mature on dates ranging from August 2013 to August 2014,

The company is also party to receive fixed-rate, pay fixed-rare

Cro

currency interest rate swaps to hedge the currency exposure
associated with the forecasted payments of principal and interest of
non-U.S.-denominated debt. The swaps are designated as cash fow
S.-

denominated debt. Changes in the currency exchange rate result in

hedges of the currency risk related to payments on the non-U

reclassification of amounts from accumulated other comprehensive
loss to earnings to offset the re~-measurement (loss) gain on the non-
U.S.~denominated debt. These cash Aow instruments will marure on
dates ranging from September 2029 to March 2034, Any ineffectiveness

with these instruments is expected to be immaterial.

Hedging instruments with an unrealized gain are recorded on the Consolidated Balance Sheets in other assets and deferred charges, based on maturity

date. Those instruments with an unrealized loss are recorded in acerued labilities or deferred income taxes and other, based on maturity dare.

Asof January 31, 2010 and 2009, our financial instruments were classified as follows in the accompanying Consolidated Balance Sheets:

January 31, 2009

{Amounts in mitlons)

Net

Fair Value Investnent Cash Flow

Instruments Hedge Instruments

$321 $526 $—

$321 $526 §—

§ — $321 $ $—

,,,,, A% ] — 17
5 5 20 $321 $ — 517
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el

Amounts included in accumulated other comprehensive income (loss) for the company’s derivative instruments and minimum pension Habilities are
recorded net of the related income tax effects. The following table provides further detail regarding changes in the composition of accumulated other

comprehensive income (loss) for the fiscal years ended January 31,2010, 2009 and 2008:

Currency Dervauve M
{Amounts in millions) Transltion Istruments Pension Libility Total
Balances at February 1, 2007 § 2,875 § — $(367) $ 2,508
Currency translation adjustient 1,218 — — 1,218
Subsidiary minimum pension Jiability — — 138 138
Balances at February 1, 2008 $ 4,093 §— $(229) $ 3,864
Currency translation adjustment (0.489) - — (6,489)
Net change in fair value of derivatives — (17) — (17)
Subsidiary minimum pension liability — e (46) (46)
$017) 5(275)
744 - o

The currency translation adjustment includes a net translation loss of $545 nullion. a gain of $1.2 billion and a loss of $9 million at January 31
) J g . y ol

2010, 2009 and 2008, respectively, refated to net investment hedges of our operations in the United Kingdom and Japan. For fiscal 2010, we

reclassified §

non-U.S. denominated debt.

3 million from accumulated other comprehensive loss to earnings to offset currency translation losses on the re-measurement of

g .
nce

A summary of the provision for income taxes is as follows:

Fiscal Years Ended January 31,

{Amounts m nuilions) R0 2009 2008
$4.771 £5,145

564 524

1.229 1,228

6,564 6,897

614 12

41 6

(74) (26)

581 (%)

$7,145 $6.889

I'he components of income from continuing operations before income

taxes are as follows:

Fiscal Years Ended fanuary 31,

{Amounts i milhons) 2009 2008
816,239 $15.820

4,659 4,338

$20,898  $20,158

Walmart 2010 Annual Report 41



Notes to Consolidated Financial Statements

The significant components of our deferred tax account balances are

as follows:

Januvary 31,

2009

mounts i untlions)

$ 1,603
2,548
206
437

i

o

5,872 4,794
{4,167y (1.852)

The deferred taxes noted above are classitied as follows in the

accompanving Cousolidated Balance Sheets:

lanuary 31,

{(Amounts 1 nullions)

31,293
202

1,717 1,495

es and other
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A reconcihiation of the significant differences between the effective income

tax rate and the federal statutory rate on pretax income is as follows:

Fiseal Years Ended January 31,

2009 2008
3B 35.0% 35.0%
ERGT 1.9% 1.7%
-39 -1.7% -1.7%
-3 4% -1 1% -0.7%
.49 0.1% ~0.1%
32.4% 34.2% 34.2%

United States income taxes have not been provided on accumulated
but undistributed earnings of its non-U.S. subsidiaries of approxi-
mately $13.7 billion and $12.7 billion as of Janvary 31, 2010 and 2009,

respectvely.

as the company intends to permanently reinvest these
amounts. However, if any portion were to be distributed. the related
U.S. tax hability may be reduced by toreign income taxes paid on those
carnings. Determination of the unrecognized deferred tax liabilicy
related to these undistributed earnings is not practicable because of the

complexities with its hypothetical calculation.

; and Val
At January 31, 2010, the company had international net operating loss and
capital loss carryforwards totaling approximately $4.6 billion. Of these
carryforwards, approximately $3.0 billion will expire, if not utilized,
i various vears through 2020, The remaining carryforwards have no

expiration. At January 31, 2010, the company had foreign tax credic

carryforwards of $1.1 biltion, which will expire in various vears through

2020 if not utilized.

As of January 31, 2010, the company has provided a valuation allowance

of approximately 2.2 billion on deferred tax assets associated primarily

with net operating loss and capital loss carryforwards from our interna-
tional operations for which management has determined it is more likely
than not that the deferred tax asset will not be realized. The $315 million
net change in the valuation allowance during fiscal 2010 related to releases
arising from the use of net operating loss carryforwards, increases in
foreign net operating losses arising in fiscal 2010 and fluctuations in
currency exchange rates. Management believes that it is more likely
than ot that we will fully realize the remaining domestic and inter-

pational deferred tax assets.
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Uricer
As of February 1, 2007, the company adopted a new accounting policy
for recording uncertain tax positions. The benefits of uncertain tax
positions are recorded 1n our financial statements only after determin-
ing a more-likely-than-not probabilicy that the uncertain tax positions
will withstand challenge, ifany. from taxing authorities.

As of January 31, 2010 and 2009, the amount of unrecognized tax benefits

related to continuing operations was $ 1.0 billion, of which, the amount
of unrecognized tax benefits that would affect the company’s etfective
tax rate is $671 million and $582 million for January 31, 2010 and

2009, respectively.

A reconciliation of unrecognized x benefits from continuing operations

is as follows:

January 31

2010 2009

{Amounts i milhons)

&%

868

Unrecogmzed tax benefits refated to convmuing operations mereased
by approximately $2 million and $149 million for fiscal vears 2010 and

2009, respectively.

The company classifies interest and penalties related to uncertam ax

. general and

benefies as interest expense and as operating, selling

administrative expenses, respectively. Accrued interest decreased by

$29 million during fiscal 2010 and increased by $47 milhon during

tiscal 2009, During the fiscal vears ended January 31, 2010 and 2009, the
company recorded accrued interest of $231 million and $260 million,

respectively. Acerued penalties toraled $2 miulhion at January 31, 2010

and 2009, There were no changes to acerued penalties during the year,

During the next 12 months, itis reasonably possible that tax audit

resolutions could reduce unrecognized tax benefits by berween

$330 nullion and $300 mitlion, either because the tax positions are

sustained on audit or because the company agrees to their disallow-

ance. The company does not expectany change to have a significant

jmpact on its results of operations or financial position.

At January 31, 2010 and 2009, the compu
benetit of $1.7
deduction from the fiscal 2007 disposition of its German operations.

w had an unrecognized tax

billion. which is related to an ordinary worthless stock

Of this, $63 million was recognized in discontinued operations during
fiscal 2009 following the resolution of a gain contingency on a discontinued
operation sold mn fiscal 2004, When ct‘w(m'c]y settled, any additonal

benetit will be recorded in discontinued operations. If some portion of

the ordiary los etermined to be a capital loss. the resulting deferred
cax asset will be included with the company’s non-current assets of

discontinued operations. The company cannot predict the ultmate
outcome of this matter: however, it is reasonably possible it will be

resolved in the next twelve months.

The company is subject to Income tax examinations for its U.S. federal

im_‘mn-* taxes generally for the fiscal years 2009 and 2010, with fiscal

yea

W04 through 2008 remaining open for a limited number of issues.

hc company is also subject to inconte tax examinations for non-U.S

income taxes for the tax years 2003 thmugh 2010, and for state and local
income taxes for the fiscal vears generally 2006 through 2009 and from

1998 for a limited number of 1ssues.

r1-{rg

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 company has made aceruals
tor these matters which are reflected in the company’s Consohidated
Financial Statements, While these matters are individually immarerial,
a group of related matters. if decided adversely to the company, may

result in a Hability material to the company’s financial condition or

results of operations.

CGUSI v Bvestment
In February 2007, the ¢
mterest in Bounteous Company

ompany mmonm‘cd thc ;wm hase of a 33%
S BCL
hypermarkets in 34 cities in China under lh Tms[ Ma

Limited ("BCI operated 101

rt banner. The

purchase price for the 33% interest was $264 miltion. /\\ additional

consideration, the company paid $376 million to extinguish a third-

party foan issued to the selling BCL sharcholders that is secured by the
pledge of the remaining equity of BCL. Concurrent with its initial

mvestment in BCL, the company entered into a stockholders” agree-
ment, which provides the company with voting rights associated with
a portion of the common stock of BCL securing the low
of th

the purchase agreement, which was recently amended, the company

1, AMoUnting
to an additional 30% ¢ aggregate outstanding shares. Pursuant to
is commitred to purchase the remaining interest in BCL on or before
November 26, 2010, subject to certain conditions. Under the terms

of the original share purchase agreement, the final purchase price for
the remaining interest will be approximately $320 million, net of loan

repayments and subject to reduction under certain clrcumstances.
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Atrer closing the acquisition, the company began consolidating BCL
using a Decenmber 31 fiscal vear-end. The company’s Consolidated
Statements of Income for fiscal 2008 include the resules of BCL for th
period commencing upon the ac qv isition of the company’s interest in
BCL and ending December 31, 7. BCLs results of operations were
not material to the company in ﬂ\‘cni 2008, Assets recorded in the
acquisition were approximately $1.6 billion, including approximately
1 billion in goodwill, and habilities assumed were approximately

$1.0 billion.

In August 2007, Walmart and Bharti Enterprises, an Indian company,

established a joint venture called Bhartt Walmare Private Limited to con-
duct wholesale cash-and-carry and back-end supply chain management
operations in India in compliance with Government of India guidelines.
al 2010

Ihe first wholesale facility opened in fis The joint venture
supplies merchandise to Bhared Retail, an affiliate of Bharti Enterprises
that is developing a chain of retail stores in India. Bharti Retail has
entered into a franchise agreement with an Indian subsidiary of Walmare
under which such subsidiary provides technical support to Bharti Retail's

retat] business.

In January 2009, the company completed a tender offer for the shares
of D&S. acquiring approximately 58.2% of the outstanding D&
shares. As of the acquisition date. D&S had 197 stores, 10 shopping
centers and 85 PRESTO financi:
The purchase price for the D&S shares in the offer was approximately

il services branches throughout Chile.

$1.55 billion. As of January 31, 2009, the preliminary allocation of the
purchase price resulted in recording approximately $3.6 billion in
assers. including approximately $1.0 billion in goodwill and liabilities
assumed of approxiniately $1.7 billion. The noncontrolling interest
was approximately $395 million, all of which was redeemable. The
tinal purchase price allocation had an insignificant impace to (hc pre-
Limnary assers and Habilities recorded at the time of acquisition. In

the redecemable noncontrolling

arch 2009, the company paid $436 million to acquire a portion of
rinterest in D&S chrough a second

tender offer as required by the (f]}i!mn securities faws, increasing its
D&S to 74.6%.

$148 million acquisition of that portion of the redeemable noncon-

o\\fnc‘rsh]p stake in I'his transaction resulted 1 a

trolling mterest and the remaining $288 million is reflected as a

reduction of Walmart sharcholders’ equity. Additionally, the former
D&S controlling shareholders sall hold a put option that is exercisable
beginning in January 2011 through January 2016, During the exercise
period, the put option allows cach former controlling shareholder the
right to require the company to purchase up o all of their shares of
D&S (approximartely 25.1%) owned at fair market value at the time
of an exercise, if any.
On February 13, 2010
Walmex™)

) completed the acquisition of the noncontrolling

eld by

cour majority-owned subsidiary Wal-Mart de

México (¢
mterest in our Central American subsidiary that had been h
third parties. The consideration paid consisted of $ 111 million in cash
and $2.3 billion in shares in our majority-owned subsidiary Walinex.
The effect of this transaction on the consolidated company will be a
purchase of the ourstanding nopcontrolling interest of our Central
American business, with the company’s ownership of Walmex now at

approximately 68.3%.
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In fiscal

2008, the company recorded a charge of $133 mithon to
discontinued operations related to the setdement of a post-closing

R.dj‘d\ﬂﬂt!l[ and certain other indemnification 01?-[3‘\;&?!(77].\' I"L‘Slllfl!]g

from the disposal of its German operations in fiscal 2007,

During fiscal 2009, the company disposed of Gazeley Limited {"Gazeley™),

an ASDA mm.muul property development subsidiary in the United
Kingdom. Consequently, the results of operations associated with
g ! ) i

Gazeley are prcxcntud as discontinued operations in our Consolidated

Statements of Income and Consolidated Balance Sheets for all periods
presented. The cash flows related ro this operation were imiwnﬂumt
for all periods presented. In the third quarter of fiscal 2009, the com-

I

pany recognized approximately $212 mil]ion atter tax, in operating
protfics and gains from the sale of Gazeley. The transaction continues
to remain subject to certain mdcmmhcnnon obligations. The company’s
operations in the United Kingdom are consohdated using a December 31

2008, the
pany recorded the gain to discontinued operations in the third quarter
of fiscal 2009

tiscal year-end. Since the sale of Gazeley closed in July com-

During the third quarter of fiscal 2009, the company initiated a

restructuring program under the company’s Japanese subsidiary,
The Seiyu Led., to close approximately 23 stores and dispose of certain
excess properties and was substantially completed in fiscal 2010, This
restructuring involved incurring costs associated with lease termination
obligations, asset impairment charges and emplovee separation benefits.
Fhe costs associated with this restructuring are presented as discon-
tnued operations in our Consolidated Statements of Income and
Consolidated Balance Sheets for all periods presenced. The cash Hows
and accrued Habilities related to this restructuring were insignificant
for all periods presented. The company recognized approximately
§79 million and $122 million. after tax. in restructuring expenses
and operating results as di.s‘continucd operations, for the fscal vears
ended January 31, 2010 and 2009, respectively. Costs were recorded
for lease termination ()bhgdtmns and emplovee separation benefits:

additional costs are not expected to be material

L addition, the company recorded a $63 million benefit to discontinued
operations in fiscal 2009, from the successful resolution of a rax
contingency related to McLane Company, Inc., a former Walmare

subsidiary sold in fiscal 2004,

Net sales related to our discontinued operations were not significant
during fiscal years 2030, 2009 and 2008, The net income or losses
related to our discontinued operations, including the gain and (losses)

upon disposition. are as follows:

January 310

2009 2008

{Amounts i nnllions)

63 —

212 39

{7 (122) {13)
- ( ) -
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the company has awarded share-based

As of January 31, 2010

COMPLnIAtIon to executives and other associates of the company

through various share-based compensation plans. The compensation

$302 million and

cost recognized for all plans was $335 milhon,
$276 million for tiscal 2010, 2009 and 2008,

elling, general and administrative expenses

v, and s
included in operating. s
in the accompanying Consolidated Statements of Income. The total
income tax benefit recognized for all share-based compensation
plans was $126 million, $112 million and $102 million for fiscal

2010, 2009 and 2008, respectively.

The company’s Stock Incentive Plan of 2005 (the “Plan”™)., which is

sharchalder-approved. was established to grant stock options. restricted
(non-vested) stock. performance shares and other equity compensation
awards to its associates for which 210 million shares of common stock
to be issued under the Plan have been registered under the Securities
Act of 19

to align

33, as amended. The company believes that such awards serve

the interests of its associates with those of its sharcholders,

Under the Plan and prior plans, substantially all stock option awards
have been granted with ap exercise price equal to the market price of

the company’s stock at the date of grant. Generally, outstanding options

aranted before fiscal 2001 vest over seven vears. Options granted afte

o

“al 2001 generally vest over five years. Options granted generally have

R C()l\ﬁ}]f(ll(\l tern ()t 1 y&.‘;l!'m
ASDA, also offers two other
The ASDA Colleague

. grants options to certain

The company’s United Kingdon subsidiary,
stock option plans to its colleagues. The first plan.
Share Ownership Plan 1999 (the "CSOPT)
The migal CSOP

vear vesting with subscquent grants vesting over six years. The CSOP

colleagues. grants have both a three-year and asix-

<hares have an exercise period of two months immediately following

A sunnmary of the stock option award activiey for fiscal 2010

Stock Options Shares

is presented b

¢ ASDA Sharesave Plan 2000

(the “Sharesave Plan”), grants options to certain colleagues at 80% of

the vesting date. The second plan, Th

the average market value of the three days preceding the date of grant.
Sharesave Plan options become exercisable after three vears and generally
expire six months atter becoming exercisable. A combined 34 million
shares of common stock were registered under the Securities Act of 1933,
1s amended, for issuance upon the exercise of stock options granted under

the CSOP and the Sharesave Plan.

The fair value of each stock option award 1s estimated on the date of
grant using the Black-Scholes-Merton option valuation model that uses
various assumptions for inputs. which are noted in the following table.
Generally, the company uses expected volatilities and risk-free interest
rates that correlate with the expected term of the option when esumat-
ing an option’s fair value. To determine the expected life of the option,
the company bases its estimates on historical exercise and expiration
activity of grants with similar vesting periods. Expected volatility is
based on historical volatility of our stock. The expected risk-free
interest rate is based on the U.S. Treasury vield curve at the time of
the grant. The expected dividend yield over the vesting period is
based on the expected dividend vield rate over the life of the granc,
Uhe following table represents the weighted-average assumptions
used by the company to estimate the fair values of the company’s

stock options at the grant dates:

Fiscal Years Ended January 31,

Juti 2609 2008
1.9% 2.19%
i 16.7% 18.6%
H 2.0% 4.5%
i 34 3.6
clow:
Weighted-Average Weighted-Average Aggregare

Exercise Price Remaming Lite i Years

As of January 31, 2010, there was 394 million of toral unrecognized
compensation cost refated to stock options granted under the Plan, which

1.5 years.

is expected to be recognized over a weighted-average period of
he rotal fair value of options vested during the fiscal years ended
010, 2009 and 20

$102 million, respectively.

08, was $79 million, §t

107 million and

Uhe weighted-average grant-date fair value of options granted during
2010, 2009 and 2008, was $10.41

$9.97 and §11.00, rc’>pccti\'cl\'. Stock options granted in fiscal 2010

che fiscal years ended January 31,

were primarily issued under the Sharesave Plan. The total intrinsic
value of options exercised dmm«f the years ended January 31, 2010,
2009 and 20

zuputxu]

08, was $39 million, $173 million and $60 million,
During fiscal 2010 and 2009, the company received
$111 million and $585 million, respectively, in cash from the exercise

ut'scm;k oprions.
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Restricted Stock Rights

In fiscal 2007, the company began issuing restricted stock rights to most
associates in lieu of stock option awards. Restricted stock rights are
associate rights to company stock after a specified service period. Grants
issued before fiscal 2009 typically vest over five years with 40% vesting
three years from grant date and the remaining 60% vesting five years
from grant date. Beginning in fiscal 2009, the vesting schedule was
adjusted for new grants to 50% vesting three years from grant date and
the remaining 50% vesting five years from grant date. The fair value of
cach restricted stock right is determined on the date of grant using the
stock price discounted for the expected dividend yield through the
vesting period and is recognized ratably over the vesting period.
Expected dividend yield over the vesting period is based on the
expected dividend yield rate over the life of the grant. The weighted-
average discount for dividend yield used to determine the fair value of
restricted stock rights granted in fiscal 2010, 2009 and 2008 was 8.5%,
6.8% and 8.4%, respectively.

A summary of the company’s restricted stock rights activity for fiscal
2010 presented below represents the maximum number of shares that

could be earned or vested under the Plan:

Weighted-Average

Restricted Stock Rights Shares Grant-Date Fair Value
Restricted Stock Rights
at January 31, 2009 11,154,000 $46.28
Granted 5,861,000 46.34
Vested (1,181,000) 41.86
Forfeited (1,610,000 46.57
Restricted Stock Rights
at January 31, 2610 14,024,000 $46.50

As of January 31, 2010, there was $335 million of total unrecognized
compensation cost related to restricted stock rights granted under the
Plan, which is expected to be recognized over a weighted-average
period of 2.1 years.

Restricted Stock and Performance Share Awards

Under the Plan, the company grants various types of awards of restricted
(non-vested) stock to certain associates. These grants include awards for
shares that vest based on the passage of time, performance criteria, or both.
Vesting periods vary. Restricted stock awards granted before January 1,
2008 may be settled in stock, or deferred as stock or cash, based upon the
associate’s election. Consequently, these awards are classified as liabilities
in the accompanying Consolidated Balance Sheets unless the associate
has elected for the award to be settled or deferred in stock. Restricted
stock awards issued in fiscal 2009 and later generally are settled or
deferred in stock.

During fiscal 2006, the company began issuing performance share awards
under the Plan that vest based on the passage of time and achievement of
performance criteria. Based on the extent to which the targets are achieved,
vested shares may range from 0% to 150% of the original award amount.
Because the performance shares issued before January 1, 2008 may be
settled in stock or cash, the performance shares are included in accrued
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" Non-Vested Restricted Stock

liabilities and deferred income taxes and other in the accompanying
Consolidated Balance Sheets unless the associate has elected for the award
to be settled or deferred in stock. Beginning in fiscal 2009, performance
shares issued are settled or deferred in stock; therefore, they are accounted
for as equity in the accompanying Consolidated Balance Sheets. The fair
value of performance share awards accounted for as equity are determined
on the date of grant using the stock price discounted for the expected
dividend yield through the vesting period and is recognized ratably over
the vesting period.

The fair value of the restricted stock and performance share liabilities
is remeasured each reporting period. The total liability for restricted

stock and performance share awards at January 31, 2010 and 2009 was
$63 million and $126 million, respectively.

A summary of the company’s non-vested restricted stock and performance
share award activity for fiscal 2010 presented below represents the maxi-

mum number of shares that could be earned or vested under the Plan:

Weighted-Average

and Performance Share Awards Shares Grant-Date Fair Value
Restricted Stock and
Performance Share Awards
at January 31, 2009 13,705,000 $49.28
Granted 4,422,000 51.59
Vested (2,067,000) 48.23
Forfeited (1,736,000} 49.03
Restricted Stock and
Performance Share Awards
at January 31, 2010 14,324,000 $50.18

As of January 31, 2010, there was $334 million of total unrecognized
compensation cost related to restricted stock and performance share
awards granted under the Plan, which is expected to be recognized
over a weighted-average period of 2.5 years. The total fair value of
shares vested during the fiscal years ended January 31, 2010, 2009 and
2008, was $110 million, $55 million and $24 million, respectively.

‘E .E 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 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.



Notes to Consolidated Financial Statements

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.

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.

Exempt Status Cases: The company is a defendant in several 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 pend-
ing the final disposition of the appeal in Dukes v. Wal-Mart Stores, Inc.,
discussed below. 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, train-
ing and job assignments. The complaint secks, 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 Wal-Mart
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.

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 resule
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 contem-
plated 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.

Since August 2001, the company has been 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. On
February 26, 2010, the company and the EEOC entered into an agree-
ment to settle the case for $12 million, plus related taxes and expenses,
and on March 1, 2010, the court entered an agreed Consent Decree
memorializing the settlement.

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 RCR A because those materials may be considered hazardous waste.
The government alleges that, to comply with RCR A, the company must
ship from the store certain materials as “hazardous waste” directly to a
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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 also initiated investigations into
these matters. The company is cooperating fully with the respective
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.

12 Commitments

The company and certain of its subsidiaries have long-term leases for
stores and equipment. Rentals (including amounts applicable to taxes,
insurance, maintenance, other operating expenses and contingent rentals)
under operating leases and other short-term rental arrangements were
$1.8 billion in each of fiscal 2010 and 2009, and $1.6 billion in 2008.
Aggregate minimum annual rentals at January 31, 2010, under non-
cancelable leases are as follows:

(Amounts in millions) Operating Capital
Fiscal Year Leases Leases
2011 $ 1,275 § 607
2012 1,212 568
2013 1,106 535
2014 1,043 504
2015 986 455
Thereafter 7,477 2,915
Total minimum rentals $13,099 $5,584
Less estimated executory costs 50
Net minimum lease payments 3,534
Less imputed interest at rates

ranging from 3.0% to 12.6% 2,018
Present value of minimum lease payments $3,516

Certain of the company’s leases provide for the payment of contingent
rentals based on a percentage of sales. Such contingent rentals were
immaterial for fiscal years 2010, 2009 and 2008. Substantially all of the
company’s store leases have renewal options, some of which may trigger
an escalation in rentals.
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In connection with certain debt financing, we could be liable for early
termination payments if certain unlikely events were to occur. At
January 31, 2010, the aggregate termination payment would have
been $109 million. The two arrangements pursuant to which these
payments could be made expire in fiscal 2011 and fiscal 2019.

In connection with the development of our grocery distribution
network in the United States, we have agreements with third parties
which would require us to purchase or assume the leases on certain
unique equipment in the event the agreements are terminated. These
agreements, which can be terminated by either party at will, cover up
to a five-year period and obligate the company to pay up to approxi-
mately $41 million upon termination of some or all of these agreements.

The company has potential future lease commitments for land and
buildings for approximately 348 future locations. These lease commit-
ments have lease terms ranging from 1 to 40 years and provide for
certain minimum rentals. If executed, payments under operating
leases would increase by $59 million for fiscal 2011, based on
current cost estimates.

EB Retirement-Reiated Benefils

The company maintains separate Profit Sharing and 401(k) Plans for
associates in the United States and Puerto Rico, under which associates
generally become participants following one year of employment. The
Profit Sharing component of the plan is entirely funded by the company,
and the company makes an additional contribution to the associates’ 401(k)
component of the plan. In addition to the company’s contributions,
associates may elect to contribute a percentage of their earnings to the
401(k) component of the plan. During fiscal 2010, participants could
contribute up to 50% of their pretax earnings, but not more than
statutory limits.

Annual contributions made by the company to the United States
and Puerto Rico Profit Sharing and 401(k) Plans are made at the
sole discretion of the company. Contribution expense associated
with these plans was $1.1 billion, $1.0 billion and $945 million in
fiscal 2010, 2009 and 2008, respectively.

Employees in international countries who are not U.S. citizens are covered
by various post-employment benefit arrangements. These plans are
administered based upon the legislative and tax requirements in the coun-
tries in which they are established. Annual contributions to international
retirement savings and profit sharing plans are made at the discretion of
the company, and were $218 million, $210 million and $267 million in
fiscal 2010, 2009 and 2008, respectively.

The company’s subsidiaries in the United Kingdom and Japan have
defined benefit pension plans. The plan in the United Kingdom was
underfunded by $339 million and $34 million at January 31, 2010 and
2009, respectively. The plan in Japan was underfunded by $249 million
and $289 million at January 31, 2010 and 2009, respectively. These
underfunded amounts have been recorded in deferred income taxes
and other in our Consolidated Balance Sheets at January 31, 2010 and
2009. Certain other international operations have defined benefit
arrangements that are not significant.
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@4 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. We sell similar
individual products and services in each of our segments. It is impractical to segregate and identify revenue and profits for each of these individual
products and services.

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 International segment consists of the company’s operations outside of the 50 United States. The Sam’s Club

segment includes the warehouse membership clubs in the United States, as well as samsclub.com. 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, among other measures, 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. Information for our segments and the reconciliation to
consolidated income from continuing operations before income taxes appear in the following table:

(Amounts in millions)

Fiscal Year Ended January 31, 2010 Walmart U.S.  International Sam’s Club Other Consolidated
Net revenues from external customers $258,229 $100,107 $46,710 $ —_ $4065,046
Operating income (loss) 19,522 5,033 1,512 (2,117) 23,950
Interest expense, net (1,884)
Income from continuing operations before income taxes $ 22,066
Total assets of continuing operations $ 84,480 $ 67,558 $12,073 S 6,455 $170,566
Depreciation and amortization $ 4,206 $ 2,003 $ 541 5 407 $ 7,157
Fiscal Year Ended January 31, 2009 Walmart U.S.  International Sam’s Club Other Consolidated
Net revenues from external customers $255,348 $ 98,840 $46,899 8 — $401,087
Operating income (loss) 18,562 4,940 1,646 (2,350) 22,798
Interest expense, net (1,900)
Income from continuing operations before income taxes $ 20,898
Total assets of continuing operations $ 84,361 $ 59,903 $12,339 $ 6,631 $163,234
Depreciation and amortization $ 4,013 $ 1,872 $ 527 $ 327 $ 6,739
Fiscal Year Ended January 31, 2008 Walmart U.S.  International Sam’s Club Other Consolidated
Net revenues from external customers $238,915 $ 90,570 $44,336 $ — $373,821
Operating income (loss) 17,383 4,725 1,648 (1,804) 21,952
Interest expense, net (1,794)
Income from continuing operations before income taxes $ 20,158
Total assets of continuing operations $ 84,286 $ 61,994 $11,722 $ 4,545 $162,547
Depreciation and amortization $ 3,813 $ 1,684 $ 507 § 313 $ 6,317

In the United States, long-lived assets, net, excluding goodwill and other assets and deferred charges were $70.2 billion, §68.0 billion and $66.8
billion as of January 31, 2010, 2009 and 2008, respectively. In the United States, cash additions to long-lived assets were $8.2 billion, $7.5 billion
and $10.4 billion in fiscal 2010, 2009 and 2008, respectively.

Outside of the United States, long-lived assets, net, excluding goodwill and other assets and deferred charges were §32.1 billion, $27.6 billion and
$30.1 billion as of fiscal 2010, 2009 and 2008, respectively. Outside of the United States, cash additions to long-lived assets were $4.0 billion in fiscal
2010 and 2009, respectively, and $4.5 billion in fiscal 2008. The International segment includes all real estate outside the United States. The net
revenues and long-lived assets of the company’s ASDA subsidiary are significant to the International segment. ASDA'’s net revenues during fiscal
2010, 2009 and 2008 were $31.2 billion, $34.0 billion and $33.4 billion, respectively. Currency exchange rate fluctuations during fiscal 2010 compared
to fiscal 2009 negatively impacted ASDA's sales in by $5.3 billion. ASDA’s long-lived assets, consisting primarily of property and equipment, net,
totaled $12.2 billion, $10.8 billion and $14.2 billion at January 31, 2010, 2009 and 2008, respectively.
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15 Restructuring Charges

In the fourth quarter of fiscal 2010, the company announced several
organizational changes, including the closure of 10 Sam’s Clubs, designed
to strengthen and streamline our operations. As a result, we recorded
$260 million in pre-tax restructuring charges as follows:

Fiscal Year Ended January 31,2010

Asset
(Amounts in millions) Impairment Severance Total
Walmart U.S. $— $73 $ 73
Sam’s Club 133 41 174
Other — 13 13
Total $133 $127 $260

The asset impairment charges generally relate to the real estate of the
Sam’s Club closures, which were written down to their estimated fair
value of $46 million. The fair value was determined based on comparable
market values of similar properties or on a rental income approach, using
Level 2 inputs of the three-tier fair value hierarchy.

The total pre-tax restructuring charge of $260 million is classified in
operating, selling, general and administrative expenses on the accom-
panying Consolidated Statements of Income. At January 31, 2010, we
had $127 million of severance included in accrued liabilities on the
accompanying Consolidated Balance Sheets, the majority of which is
expected to be paid by the first quarter of fiscal 2011.

16 Recent Accounting Pronouncements

The company adopts new accounting policies or adjusts existing accounting
policies to comply with new accounting standards promulgated by the
Financial Accounting Standards Board (“FASB”) or the SEC. The follow-
ing 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 accounting policies differ when accounting for
acquisitions occurring before and after February 1, 2009, as discussed below.

The company applied the following policies in accounting for business
combinations that occurred prior to February 1, 2009:

* acquisition costs were included as part of the purchase price;

* purchase accounting was applied to 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);

* goodwill was recorded only to the extent of the company’s proportionate
share in a partial acquired entity;

* contingent consideration, if any, is recorded as additional purchase
price when settled;
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* 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 were recorded at acquisition if probable
and reasonably estimable.

Subsequent to February 1, 2009, the company applies the following
policies in accounting for business combinations, when applicable:

* costs refated to an acquisition are expensed as incurred;

* regardless of the level of ownership acquired, the company records
the full fair value of all assets and liabilities acquired as part of the
purchase price allocation;

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

* contingent consideration, if any, is included at fair value as part of
the initial purchase price;

» 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 that existed at the acquisition date, then the adjustinent
will be recorded to goodwill. Adjustments outside the one-year mea-
surement period are typically recorded to income tax expense.

Noncontroiling 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 net income
attributable to Walmart. Accordingly, the changes have been retroactively
applied in the company’s Consolidated Financial Statements. Further-
more, 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.

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 adopted this new standard on February 1, 2010.
We do not expect the adoption of this new standard to have a material
impact on our Consolidated Financial Statements.
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1? Quarterly Financial Data (Unaudited}

Quarters Ended

(Amounts in millions except per share data) April 30, July 31, October 31, January 31,
Fiscal 2010
Net sales $93,471 $100,082 $98,667 $112,826
Cost of sales 70,388 75,153 73,805 85,311
Gross profit 23,083 24,929 24,862 27,515
Income from continuing operations $ 3,147 8§ 3,556 8 3,360 § 4,864
Loss from discontinued operations, net of tax (8) (7) (7) (57)
Consolidated net income $ 3,139 § 3,549 $ 3,353 § 4,807
Less consolidated net income attributable to noncontrolling interest (117) (107) (114) (175)
Consolidated net income attributable to Walmart $ 3,022 $ 3,442 $ 3,239 § 4,632
Income from continuing operations attributable to Walmart:
Income from continuing operations $ 3,147 § 3,556 §$ 3,360 $§ 4,864
Less consolidated net income attributable to noncontrolling interest 117 (107) (114) (175)
Income from continuing operations attributable to Walmart $ 3,030 8§ 3,449 $ 3,246 S 4,689
Loss from discontinued operations, net of tax $ 8 S 7y $ (7) $ 57)
Consolidated net income attributable to Walmart $ 3,022 $ 3,442 $ 3,239 § 4,632
Basic vet income per common share:
Basic income per common share from continuing operations attributable to Walmart  § 0.77 § 0.89 § 0.84 § 1.23
Basic loss per comumon share from discontinued operations attributable to Walmart — (0.01) — {0.01)
Basic net income per common share attributable to Walmart $ 077 8§ 0.88 § 084 $§ 1.22
Diluted net income per common share:
Diluted income per common share from continuing operations attributable to Walmart $ 0.77 $§ 088 § 0.84 § 1.23
Diluted loss per common share from discontinued operations attributable to Walmart — — — (0.02)
Diluted net income per common share attributable to Walmart $ 077 § 0.88 § 0.84 § 1.21
Fiscal 2009
Net sales $94,042  $101,546  $97,619  $107,880
Cost of sales 71,372 77,118 73,621 81,945
Gross profit 22,670 24,428 23,998 25,935
Income from continuing operations 3,151 3,531 3,146 3,926
Income (loss) from discontinued operations, net of tax ) 48 105 —
Consolidated net income $ 3,144 $§ 3579 $ 3251 $ 3,926
Less consolidated net income attributable to noncontrolling interest (122) (130) (113) (134)
Consolidated net income attributable to Walmart $3,022 $ 3449 $ 3,138 $§ 3,792
Income from continuing operations attributable to Walmart:
Income from continuing operations $ 3,151 § 3531 $ 3,146 $§ 3,926
Less consolidated net income attributable to noncontrolling interest (122) (130) (113) (134)
Income from continuing operations attributable to Walmart $ 3,029 $ 3401 §$ 3,033 $§ 3,792
Income (loss) from discontinued operations, net of tax $ 7 % 48 § 105 —
Consolidated net income attributable to Walmart $ 3,022 $ 3449 §$ 3,138 § 3,792
Basic net income per common share:
Basic income per commion share from continuing operations attributable to Walmart $ 077 & 08 $ 077 §& 097
Basic income (loss) per common share from discontinued operations attributable to Walmart 0.01) 0.01 0.03 —
Basic net income per common shate attributable to Walmart $ 076 $ 087 $ 080 $ 097
Diluted net income per common share:
Diluted income per common share from continuing operations attributable to Walmart $ 076 $ 08 $ 077 § 096
Diluted income per common share from discontinued operations attributable to Walmart — 0.01 0.03 —
Diluted net income per common share attributable to Walmart $ 076 $ 087 $ 080 $ 0.9

The sum of quarterly financial data may not agree to annual amounts due to rounding.
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The Board of Direclors and Shareholiders of Wai-Mart Stores, Inc.

We have audited the accompanying consolidated balance sheets of
Wal-Mart Stores, Inc. as of January 31, 2010 and 2009, and the related
consolidated statements of income, shareholders’ equity, and cash flows
for each of the three years in the period ended January 31, 2010. These
financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis
for our opinion.
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In our opinion, the financial statements referred to above present fairly,
in all material respects, the consolidated financial position of Wal-Mart
Stores, Inc. at January 31, 2010 and 2009, and the consolidated results of
its operations and its cash flows for cach of the three years in the period
ended January 31, 2010, in conformity with U.S. generally accepted

accounting principles.

As discussed in Note 8 to the consolidated financial statements, effective
February 1, 2007, the Company changed its method of accounting for
uncertainty in inconle taxes.

We also have audited, in accordance with the standards of the Public
Company Accounting Oversight Board (United States), Wal-Mart
Stores, Inc.’s internal control over financial reporting as of January 31,
2010, based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission and our report dated March 30, 2010
expressed an unqualified opinion thereon.

M*MLLP

Rogers, Arkansas
March 30, 2010
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on Internal Control Over Financial Reporting

The Board of Directors and Sharehelders of Wai-Mart Stores, inc.

We have audited Wal-Mart Stores, Inc.’s internal control over financial
reporting as of January 31, 2010, based on criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria).
Wal-Mart Stores, Inc’s management is responsible for maintaining
effective internal control over financial reporting, and for its assessment
of the effectiveness of internal control over financial reporting included
in the accompanying “Management’s Report to Our Shareholders.”
Our responsibility is to express an opinion on the Company’s internal
control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assur-
ance about whether effective internal control over financial reporting
was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing
the risk that a material weakness exists, testing and evaluating the design
and operating effectiveness of internal control based on the assessed
risk, and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

A company’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles.
A company’s internal control over financial reporting includes those
policies and procedures that: (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit prepa-
ration of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the company’s assets that could have

a material effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in condi-
tions, or that the degree of compliance with the policies or proce-
dures may deteriorate.

In our opinion, Wal-Mart Stores, Inc. maintained, in all material respects,
effective internal control over financial reporting as of January 31, 2010,
based on the COSO criteria.

We also have audited. in accordance with the standards of the Public
Company Accounting Oversight Board (United States), the consolidated
balance sheets of Wal-Mart Stores, Inc. as of January 31, 2010 and 2009,
and related consolidated statements of income, shareholders’ equity
and cash flows for each of the three years in the period ended January 31,
2010 and our report dated March 30, 2010 expressed an unqualified
opinion thereon.

M-f MLLP

Rogers, Arkansas
March 30, 2010
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Management’s Report to Our Shareholders

Management of Wal-Mart Stores, Inc. (“Walmart”, the “company”
or “we”) is responsible for the preparation, integrity and objectivity
of Walmart’s Consolidated Financial Statements and other financial
information contained in this Annual Report to Shareholders. Those
Consolidated Financial Statements were prepared in conformity with
accounting principles generally accepted in the United States. In prepar-
ing those Consolidated Financial Statements, management was required
to make certain estimates and judgments, which are based upon currently
available information and management’s view of current conditions
and circumstances.

The Audit Committee of the Board of Directors, which consists solely
of independent directors, oversees our process of reporting financial
information and the audit of our Consolidated Financial Statements.
The Audit Committee stays informed of the financial condition of
Walmart and regularly reviews management’s financial policies and
procedures, the independence of our independent auditors, our internal
control over financial reporting and the objectivity of our financial
reporting. Both the independent auditors and the internal auditors have
free access to the Audit Committee and meet with the Audit Committee
periodically, both with and without management present.

Acting through our Audit Committee, we have retained Ernst & Young
LLP, an independent registered public accounting firm, to audit our
Consolidated Financial Statements found in this Annual Report to
Shareholders. We have made available to Ernst & Young LLP all of our
financial records and related data in connection with their audit of our
Consolidated Financial Statements. We have filed with the Securities
and Exchange Commission (“SEC”) the required certifications related
to our Consolidated Financial Statements as of and for the year ended
January 31, 2010. These certifications are attached as exhibits to our
Annual Report on Form 10-K for the year ended January 31, 2010.
Additionally, we have also provided to the New York Stock Exchange
the required annual certification of our Chief Executive Officer regard-
ing our compliance with the New York Stock Exchange’s corporate
governance listing standards.

Report on Internal Control Over Financial Reporting

Management has responsibility for establishing and maintaining adequate
internal control over financial reporting. Internal control over financial
reporting is a process designed to provide reasonable assurance regard-
ing the reliability of financial reporting and the preparation of financial
statements for external reporting purposes in accordance with accounting
principles generally accepted in the United States. Because of its inherent
limitations, internal control over financial reporting may not prevent
or detect misstatements. Management has assessed the effectiveness of
the company’s internal control over financial reporting as of January 31,
2010. In making its assessment, management has utilized the criteria set
forth by the Committee of Sponsoring Organizations (“COSO”) of
the Treadway Comumnission in Internal Control — Integrated Framework.
Management concluded that based on its assessment, Walmart’s internal
control over financial reporting was effective as of January 31, 2010. The
company’s internal control over financial reporting as of January 31,
2010, has been audited by Ernst & Young LLP as stated in their report
which appears in this Annual Report to Shareholders.
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Evaluation of Disclosure Controis and Procedures

‘We maintain disclosure controls and procedures designed to provide
reasonable assurance that information required to be timely disclosed

is accumulated and communicated to management in a timely fashion.
Management has assessed the effectiveness of these disclosure controls and
procedures as of January 31, 2010, and determined they were effective as
of that date to provide reasonable assurance that information required to
be disclosed by us in the reports we file or submit under the Securities
Exchange Act of 1934, as amended, was accumulated and communicated
to management, as appropriate, to allow timely decisions regarding
required disclosure and were 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.

Report on Ethical Standards

Our company was founded on the belief that open communications
and the highest standards of ethics are necessary to be successful. Our
long-standing “Open Door” communication policy helps management
be aware of and address issues in a timely and effective manner. Through
the Open Door policy all associates are encouraged to inform manage-
ment at the appropriate level when they are concerned about any matter
pertaining to Walmart.

Walmart has adopted a Statement of Ethics to guide our associates in
the continued observance of high ethical standards such as honesty,
integrity and compliance with the law in the conduct of Walmart’s
business. Familiarity and compliance with the Statement of Ethics is
required of all associates who are part of management. The company
also maintains a separate Code of Ethics for our senior financial officers.
Walmart also has in place a Related-Party Transaction Policy. This policy
applies to Walmart’s senior officers and directors and requires material
related-party transactions to be reviewed by the Audit Committee. The
senior officers and directors are required to report material related-party
transactions to Walmart. We maintain a global ethics office which over-
sees and admunisters an ethics helpline. The ethics helpline provides a
channel for associates to make confidential and anonymous complaints
regarding potential violations of our statements of ethics, including
violations related to financial or accounting matters.

Michael T. Duke
President and Chief Executive Officer

Thomas M. Schoewe
Executive Vice President and Chief Financial Officer



Fiscal 2010 End-of-Year Store Count

Discount Neighborhood ~ Sams  Grand International

State Stores  Supercenters Markets Clubs  Total International unit counts and operating formats as of January 31, 2010%:
Alabama 5 91 5 13 114
Alz}Ska 3 > — 3 1 Super-  Discount Super-  Hyper-
Arizona 7 67 22 15 11 Country markets Stores  centers markets Other Total
Arkansas 12 68 9 7 96
California 135 41 — 33 209 Argentina — —_— 24 — 19 43
Colorado 9 58 — 15 82 Brazil @ 157 — 45 65 167 434
Connecticut 28 5 — 3 36 Canada — 233 84 — — 317
Delaware 4 5 — 1 10 Chile 47 110 — 93 2 252
Florida 35 168 27 43 273 China — — 167 104 8 279
Georgia 7 129 — 22 158 Costa Rica 25 127 — 6 12 170
Hawaii 8 — — 2 10 El Salvador 25 50 e 2 — 77
Idaho 2 17 — 1 20 Guatemala 28 113 — 7 16 164
[linois 50 98 — 28 176 Honduras 7 39 — 1 6 53
Indiana 14 86 3 16 119 India — — — —_ 1 1
lowa 10 48 — 8 66 Japan 259 — — 111 1 371
Kansas 7 51 3 7 68 Mexico @ 202 246 169 — 852 1,469
Kentucky 10 74 7 8 99 Nicaragua 7 48 — — — 55
Louisiana 5 78 6 12 101 Puerto Rico 30 7 8 — 11 56
Maine 6 16 — 3 25 United Kingdom 57 — 29 261 24 371
Maryland 3 13 - 1256 International Total 844 973 526 650 1,119 4,112
Massachusetts 37 9 — 2 48
Michigan 12 75 — 26 113 Grand Total 8,416
M?“?C?Ot:‘[ ! % 8 _ 13 74 (1) International unit counts, with the exception of Canada and Puerto Rico, are stated
MFS]SSlp_pl > 60 t 7 73 as of December 31, 2009 to correspond with their balance sheet date.
Missourti 20 99 — 16 135
Montana 3 10 _ 2 15 (2) “Other” format includes 23 Sant’s Clubs, 43 cash-n-carry stoves, 100 combination
Nebraska o 30 o 3 33 discount and grocery stores and 1 general merchandise store.
Nevada 3 27 11 7 48 (3) “Other” format includes 98 Sam’s Clubs, 308 combination discount and grocery
New Hampshire 15 12 — 4 31 stores, 86 department stores and 360 restaurants.
New Jersey 46 7 — 10 63
New Mexico 3 32 2 7 44
New York 33 59 — 16 108
North Carolina 17 119 — 22 158
North Dakota 1 11 — 3 15
Ohio 20 124 — 29 173
Oklahoma 11 75 17 8 111
Oregon 14 16 — - 30
Pennsylvania 38 88 — 23 149
Rhode Island 7 2 — 1 10
South Carolina 5 69 — 9 83
South Dakota — 12 — 2 14
Tennessee 4 104 6 16 130
Texas 40 298 33 72 443
Utah 2 34 5 8 49
Vermont 4 — — — 4
Virginia 15 77 1 16 109
Washington 18 31 — 3 52
West Virginia 2 35 — 5 42
Wisconsin 22 61 — 12 95
Wyoming — 10 — 2 12
United States

totals 803 2,747 158 596 4,504
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Gorporate information

Stock Registrar and Transter Agent:

Computershare Trust Company, NUA.

P.OL Box 43069

Providence, Rhode Island 029403069 USA

Worldwide 1-800-438-6278

DD for hearing-impaired mside the US. 1-800-952-9245

!HYL‘THC['] h ffp /7 AWV WW, C()I]]P\lft‘]‘Shd re.com
Listing

New York Stock Excl
Stock Symbol: WMT

Annual Meeting

Our Annual Meeting of Sharcholders will be held on Friday, June 4,
2010, ac 7:00 a.m. (Cenwral time) in Bud Walton Arena on the University of
Arkansas campus, Fayetteville, Arkansas.

Communication With Shareholders

Wal-Mart Stores, Inc. periodically communicates with sharcholders and
other members of the investment connunity about our operations. For
further information regarding our policy on shareholder and investor com-

munications, refer to our Web site, wiww.walmartstores.com/investors.

independent Registered Public Accounting Firm
Ernst & Young LLP

3414 Pinnacle Point Dr., Suite 102

Rogers. AR 72758 USA

The tollowing reports are available without charge upon request by writing the
company ¢/o Investor Relations or by calling 479-273-6463. These reports
are also avatlable via the corporate Web site.
» Annual Report on Form 10-K
e Quarterly Reports on Form 10-QQ
Earnings Releases
e Current Reports on Form 8-K
= Copy of Annual Sharcholders’ Meeting Proxy Statement
° Supplier Standards Report

« Sustainability Report

Market Price of Common Stock

Fiscal vears ended January 31,

2041 2409
Low High Low
$46.25 $39.04 .
47.35 59.95 535.05
48.73 63.85 +47.40
49.52 39.23 46,92
20
High Low

$56.05

* Fhrewel March 19, 2010
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Dividends Payable Per Share
Fiscal year ended January 31, 2011
April 5. 2010

()

june 1,

2
September 7, 2010
January 3, 2011

Dividends Paid Per Share

Fiscal vear ended January 31, 2010

April 6, 2009 $0.2725
June 1, 2000 $0.2725
September 8. 2009 $0.2725
January 4, 2010 $0.2725
Fiscal year ended January 31, 2009

April 7, 2008 $0.2375
June 2, 2008 $0.2375
September 2, 2008 $0.2375
January 2, 2009 $0.2375

Stock Performance Chart
This graph compares the cumulative total shareholder recurn on

Walmart's common stock during the five fiscal vears ending with fiscal

2010 to the cumulatve total returns on the S&P 300 Retailing Index and

the S&P 500 Index. The comparison assumes $100 was invested on Feb-
ruary 1, 2005 in shares of our common stock and in cach of the indices

shown and assumes that all dividends were reinvested,

Comparison of 5-Year Cumulative Total Return™
Among Wal-Mart Stores, Inc., S&P 500 Index and S&P 500 Relaifing Index

WMT S&P 500 index S&P 500 Retailing index
Dollars ¢ -
$140
$120 W“"'fmw
$100
S 80
$ 60 -
$ 40 -
$ 20
0
2005 2006 2007 2008 2009 2010
Fiscal Years
CAssumes 3100 nvested o February [, 2003,
Assies dividends reini
Fiscal year ending January 31, 2010,
Shareholders

As of March 26, 2010, there were 292,983 holders of record of

Walmart’s common stock.
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Our shareholders can continue to help Walmart become a more
sustainable company by registering to receive Annual Shareholders’
Meeting materials and other company information clectronically.
In the past two years, we have cut the paper usage for the Annual
Report and proxy by 53U percent. Help us save even more by visit-
g walmartstores.com/investors to register for electronic delivery.
Please also consider voung vour shares electronically. Instructions

are included in vour sharcholders™ package.

Walmart >~

international wwmse»

NetSles: 55 Billion

Operating Income:

unit Count: 8,416 wordwide

@ Savings Made Simple
LEoR pRE

oy f

The Walmart 2010 Sustainability Progress Report is
also now available online at walmartstores.com/sustainability.
The 2010 Report is a condensed update to our 2009 Global
Sustainability Report, which we issue every other vear. We
encourage vou to learn more about our sustainability commit-
ments and progress, which are an integral part of our mission to

save people money so they can live better.

The minunized environmental footprint of this report is the result
of an extensive, collaborative effort of” Walmart and its supply chain
parters. The environmental and social impact was a consideration
from the very inception of the project. It is printed on FSC-certified
responsibly forested paper containing recycled PCW fiber that is
Elementally Chlorine Free (ECF). It is printed using 100% renew-
able wind power (RECs), along with environmental manufactur-
ing principles that were uulized m the printng process. These
practices include environmentally responsible procurement, lean
manufacturing, green chemistry principles, the recycling of

restdual materials and reduced VOC inks and coatings.

© Mixed Sources

Product group from well-managed
forests, controlied sources and
recycled wood or fiber

www.fscorg Cert no. SW-COC-001832
© 1996 Forest Stewardship Council

FSC

Savings baselines were developed using the national averages of similar

coated papers and printing practices by EarthColor Printing.
AAA 0.92 acre of forestland preserved via managed forestry
AAD 517 fewer trees consumed via recycling

5 105,034 kWh less energy — the same used by

5 homes for a year

560 metric tons of greenhouse gas offset - the

equivalent of taking 112 cars off the road for a year
188,805 tewer gallons of water consumed

15,679 kWh converted to clean renewable sources

(printing plant using RECs)
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~ SAVE MONEY. LIVE BETTER.

Walmart U.S.: $258.2 billion in net sales Walmart U.S.: 3,708 Units

Sam’s Club: $46.7 billion in net sales Sam’s Club: 596 U.S. Clubs
Walmart International: $100:1 billion in net sales Walmart International: 4,112 Units

Argentina: 43
Brazil: 434
Canada: 317

Worldwide total: $405 billion in net sales .

Sales for the year ended January 31,:2010 e e Chile: 252
, China: 279
Costa Rica: 170
El Salvador: 77
e Guatemala: 164
Honduras: 53
India: 1
- Japan: 371
' o Mexico: 1,469
Nicaragua: 55
Puerto Rico: 50*
United Kingdom: 371

Total Units Worldwide: 8,410

Unit count as of Jasiwary 31,2010
* Effective February 1,7 2010, Walimart stores
and Sam’s Clubs in Puerto Rico became a

part of their vespective U.S. scoments.

Walmart

‘Wal-Mart Stores, Inc.

702 S.W. 8th Street

Bentonville, Arkansas 72716 USA
479-273-4000

walmartstores.com
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CoStar subscribers are always thinking about the
deal. So are we. That's why we're dedicated to
providing everything our subscribers need to go
after more prospects, find more properties and
close more deals—faster than the competition.

LWAYS

ORKING
N DEAL-TIME







In thousands, except per share data 2005 2006 2007 2008 2009

Operations

Revenues $134,338 $158,889 $192,805 $212,428 $209,659
Net income $6,457 $12,410 $15,951 $24,623 $18,693
Net income per share-diluted : $0.34 $0.65 $0.82 . $1.26 $0.94
Weighted average outstanding shares-diluted 19,607 19,165 19,404 19,550 19,925

Balance Sheet

Cash, cash equivalents and investments $134,185 $158,148 $187,426 $224,590 $255,698
Total assets $248,059 $275,437 $321,843 $334,384 $404,579
Stockholders’ equity $224,796 $250,110 $281,805 $303,421 $359,006
Five-Year Revenue Growth {$ in millions] Comparison of Quarterty EBITDA and Net Income ($ in millions]
250 20
EBITDA
200 — - B NET INCOME
15
150 — — — -
10 —~
100 — — — — — -
- ] ) i ) “ I I I I I I I I
o ‘05 ‘06 07 ‘08 09 Q? 2008 Q22008 (23 2008 Q42008 -Q1:2009 - 022009 QS 2009042009

Reconciliation of Quarterly EBITDA with 2008-2009 Quarterly Net Income [$ in millions]

2008 2009
Q1 Q2 a3 Q4 Q1 Qz Qs Q4
Net income $5.0 $5.4 $6.6 $7.5 $6.1 $4.6 $4.3 $3.6
Purchase amortization 1l8 19 18 17.7 1.4 o 1.2 ‘ 1.5 - 1.6
Depreuatlon and other amortization 2.5 2.5 2.4 2.3 2.2 2.2 2.1 7 2.3
Interest income, net el 03 09 08 04 03 02 (02
Incomé tax expeﬁse net 7 4.1 4.3 5.6 6.0 5.1 7 3.9 7 2.9 2.5

EBITDA $11.5 $12.8 $15.5 $16.7 $14.4 $11.6 $10.6 $9.9




CoStar has experienced tremendous

growth over the past 20-plus years to become
the industry standard for commercial real
estate information. While we have come

far and enjoyed much success, | see great
opportunity in an improving economic
environment to add new clients and expand
our business in key areas to generate
consistently higher revenue and achieve

44
higher, organic earnings growth.
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In 2009, CoStar Group performed exceptionally
well under what can only be described as very challenging
circumstances. The company demonstrated the absolute
strength and resilience of our business model and the value
of our comprehensive, proprietary database by generating
consistently high revenue and strengthening the company’s
balance sheet throughout the year. We also continued to
take advantage of our strong financial position to invest in a
number of growth opportunities that we expect will expand
our industry-leading market position and build shareholder
value over the long term. ‘

Among the most significant of the investments we made
in 2009 were the acquisitions of Property and Portfolio
Research, Inc. [PPR) and Resolve Technology, Inc. Both
expand CoStar’s presence in the finance and investment
segments of the commercial real estate information
market, offering additional, value-added options for
accessing and analyzing the commercial real estate
information CoStar provides.

The global economy appears to be beginning to emerge from
the recent prolonged downturn. We believe there will be a
significant opportunity as the economy and market conditions
improve to capitalize on our existing research assets and the
investments we have made. We intend to keep CoStar at the
forefront of this opportunity and position the company for
additional high-margin revenue growth.

Qur products and services continue to serve as an
indispensable resource for our subscribers. As a result, our
core business continued to perform well throughout the
year, adding $31.1 million in cash to our balance sheet. At
the end of 2009, the company had a total of $255.7 million
in cash, cash equivalents and investments on hand, and no
long-term debt obligations.

As signs of economic recovery began to emerge over the
second half of the year, we saw a significant improvement
in our business, including a strong increase in net new
subscribers and customer renewal rates, an increase in
average contract value and, most importantly, a return to
positive quarterly net sales growth in the fourth quarter.

These improvements, combined with continued successful
integration of our recent acquisitions of PPR and Resolve
and disciplined operating performance across our entire
organization, resulted in a record amount of guarterly
revenue in the fourth quarter of 2009 totaling $54.6 million.
This exceeds the previous quarterly revenue high-water
mark for the company of $53.8 million achieved in the third
quarter of 2008. I believe the fact that our company continued
to generate earnings, attract new subscribers and achieve
high renewal rates through a period when many of our clients
endured extreme economic-duress is a further testament to
the exceptional value of our products and services.

Throughout the year, CoStar Group continued to balance
investments with earnings, generating $18.7 million
in earnings on $209.7 million in revenue in 2009. We
delivered solid earnings even after making investments
throughout the year, including growing our sales force and
research organization, rolling out the highly successful
Showcase.com service, and expanding our investment
product platform through the strategic acquisitions of
PPR and Resolve Technology. Together with the sequential
quarterly improvement in our business over the second half
of 2009, we believe the company enjoys a very strong financial
position and remains well positioned to take advantage of
developing market opportunities.

DEMAND FOR COSTAR’S INFORMATION FUELS SUBSCRIBER SITE GROWTH

Subscriber Sites
18,000

16,000

14,000 — -

12,008 . J— —

10,002 o - — -

8,000 — = = - —_ ==

8,000 s - — - — - — - = -

4005 e o - . J—

2,006 - — — [ - e — S

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Growth In Total CoStar Group Subscriber Sites Per Year

Throughout the United States and United Kingdom, an entire
industry has coalesced around CoStar as its primary information source.
The total number of CoStar subscription client sites nearly doubled over the
past five years and totaled more than 16,000 at the end of 2009.




During the year, CoStar Group’s financial performance was
recognized by Forbes magazine, which named CoStar one
of "America’s 200 Best Small Companies” in its November
2, 2009 issue. In an accompanying article entitled Small-
Cap Gems, our company was highlighted as an example of
a company with a strong balance sheet and market position
- that had managed to thrive despite difficult economic
conditions.

Forbes based its rankings on earnings growth, sales growth
and return on equity in the past 12 months and over a five-
year period. It reported that CoStar Group’s sales grew 18%,
earnings per share rose 110% and return on equity increased
7% on average during the five-year period it analyzed.

All of us at CoStar were certainly gratified by this presti-
gious recognition. For shareholders, | believe this indepen-
dent assessment also validates the growth strategy we've
pursued over the past two decades to assemble the largest
aggregation of commercial property information within a re-
search database system anywhere in the world. The amount
and detail of information in our database, and the fact that
it is continuously updated through our proactive, ongoing
research, offers tremendous value for our subscribers.

With signs of an initial economic recovery at hand, the com-
pany is now focused on leveraging our extensive data, strong
balance sheet and highly effective sales channel in ways that
can further enhance the value of our services to subscribers.
Indoing so, we expect to generate significant future revenue
and deliver long-term value to our shareholders.

Strategic Acquisitions

For more than 20 years, CoStar has focused on expanding
our research and market coverage to offer the most com-
prehensive source of commercial real estate information
available online. With our comprehensive research cover-
age largely completed across the U.S., we are increasingly
focused on opportunistic acquisitions that can help our sub-
scribers do more with the enormous amount of information
CoStar makes available to them.

With the acquisition of PPR in July
of 2009, we fulfilled our goal of
acquiring a leading provider of real

(]
. estate analytics, market forecasts

. and credit risk analysis.

PPR’s suite of analytic tools provides strategic, market and
asset-level analysis in support of portfolio management,
acquisitions, dispositions and asset management activities.
Additionally, PPR provides risk management analysis,
including identification of market risks and a framework for
understanding mortgage credit defaults, produced by a team
of economists and market analysts.

Acquiring PPR provided CoStar with the expertise and ca-
pacity to support our client’s growing demand for premium
analytic services, supported by our detailed building-lev-
el, research-verified information. The combination also
strengthens PPR’s already successful business by enhanc-
ing its analysis and forecasting capabilities through access
to CoStar’s extensive research database and making its
services available across our much larger customer base.

Recent events have heightened interest among investors,
lenders, appraisers and government agencies to incorporate
more accurate forecasts and risk analysis in debt and equity
investments involving commercial real estate assets. Com-
bining the insight and analysis provided by PPR’s economists
and analysts with CoStar's unmatched research capabilities
enables CoStar to offer what we believe to be the best pos-
sible solution for helping clients better understand risk and
return in commercial real estate investing.

With the widespread deterioration in asset values we've
seen across most commercial property types and markets
over the past two years, demand for this expert insight and
analysis among investors and lenders continues to grow and
makes this combination more compelling than ever.

Following the PPR acquisition, CoStar announced the second
acquisition of the year, acquiring Resolve in October 2009.
Resolve’s clients include some of the leading real estate
advisory and investment management firms, REITs, pension
funds, life insurance companies, and other institutional
investors with large commercial real estate holdings in their
investment portfolios.




#2511 RESOLVE

Resolve's software helps investment managers optimize
performance and maximize investor returns in their com-
mercial property portfolios. By integrating data from numer-
_ ous disconnected systems and spreadsheets into a single
data warehouse or dashboard, the software automatically
consolidates historical, budget and pro-forma financial and
property information, providing greater insight and reporting
capabilities for investment managers.

Resolve’s products also tie together information related
to assets, debt and partnerships so clients can quickly
understand the impact on performance and returns. The
software facilitates the analysis of historical and forecasted
performance of investments and enables ‘what-if’ scenarios
to further refine investment strategy and optimize the
performance of real estate portfolios.

Executing Our Growth Strategy

As with PPR, the acquisition of Resolve is consistent with
the growth strategy we have pursued to acquire successful
businesses that offer complementary capabilities that can
be enhanced through the integration with CoStar’s data. We
also look for companies capable of achieving stronger revenue
growth by having their services marketed through CoStar’s
extensive sales channels to our broader client base.

Resolve
BEOGRAI

We have already begun to realize value from these
investments less than one year since acquiring them.
Together, PPR and Resolve accounted for approximately $9
million of the company’s total revenue for 2009. Not only
does this strong performance reflect the solid fundamental
business of each firm, it also includes the first of many cross-
selling opportunities we expect to pursue. Clients of all three
firms understand and appreciate the strategic value of these
acquisitions, and are eagerly awaiting new applications,
insights and tools we plan to provide as a single, unified
source.

We believe the current environment provides an excellent
opportunity to continue our growth strategy. And, similar to
PPR and Resolve, we intend to pursue acquisitions that meet
our criteria and possess what we believe to be the greatest
potential for supporting long-term revenue growth. CoStar’s
strong balance sheet puts us in a very favorable position for
taking advantage of opportunities that have the potential to
become major contributors to our future success.

Another cornerstone of our growth strategy can be found in
supporting the organic growth of new products and services
that leverage CoStar’s comprehensive data and thousands of
client relationships.
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