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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

WAL-MART STORES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in millions)



July 31, January 31,

2001 2001
ASSETS (Unaudited) (*Note)
Cash and cash equivalents S 1,834 S 2,054
Receivables 1,751 1,768
Inventories 23,034 21,442
Prepaid expenses and other 1,377 1,291
Total current assets 27,996 26,555
Property, plant and equipment, at cost 51,275 47,813
Less accumulated depreciation 11,418 10,196
Net property, plant and equipment 39,857 37,617
Property under capital leases 4,526 4,620
Less accumulated amortization 1,380 1,303
Net property under capital leases 3,146 3,317
Net goodwill and other acquired 8,543 9,059
intangible assets
Other assets and deferred charges 2,034 1,582
Total assets 81,576 $ 78,130
LIABILITIES AND SHAREHOLDERS' EQUITY
Commercial paper S 1,088 S 2,286
Accounts payable 15,422 15,092
Accrued liabilities 6,172 6,355
Other current liabilities 4,741 5,216
Total current liabilities 27,423 28,949
Long-term debt 15,706 12,501
Long-term obligations under capital 3,030 3,154
Leases
Deferred income taxes and other 1,233 1,043
Minority interest 1,106 1,140
Common stock and capital in excess of par 1,792 1,858
Value
Retained earnings 32,303 30,169
Other accumulated comprehensive income (1,017) (684)
Total shareholders' equity 33,078 31,343
Total liabilities and shareholders' 81,576 $ 78,130
Equity

See accompanying notes to condensed consolidated financial statements.

*

Note:

The balance sheet at January 31, 2001, has been derived from
the audited consolidated financial statements of the Company
at that date, and condensed.
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WAL-MART STORES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(Amounts in millions except per share data)

Three Months Ended Six Months Ended

July 31, July 31,
2001 2000 2001
Revenues:
Net Sales $ 52,799 $ 46,112 $100,851 $ 8
Other income - net 470 476 983

2000

9,097
938

53,269 46,588 101,834 90,035

Costs and expenses:

Cost of sales 41,412 36,044 79,262 6
Operating, selling and general 8,893 7,625 17,036 14,943

and administrative expenses
Interest costs:

9,709

Debt 284 273 569 536
Capital leases 67 71 135 138
50,656 44,013 97,002 85,326
Income before income taxes and minority 2,613 2,575 4,832 4,709
Interest
Provision for income taxes 954 948 1,764 1,733
Income before minority interest 1,659 1,627 3,068 2,976
Minority interest
(37) (31) (67) (54)




Net income $ 1,622 $ 1,596 $ 3,001 $ 2,922
Net income per common share:

Basic net income per common share;

Net income per common share S 0.36 S 0.36 S 0.67 S 0.66
Average number of common shares 4,470 4,465 4,472 4,460
Diluted net income per common share;

Net income per common share $ 0.36 $ 0.36 $ 0.67 $ 0.65
Average number of common shares 4,486 4,487 4,488 4,482
Dividends per share $ 0.07 s 0.06 $ 0.14 s 0.12

See accompanying notes to condensed consolidated financial statements.
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WAL-MART STORES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(Amounts in millions)
Six Months Ended

July 31,
2001 2000
Cash flows from operating activities:
Net income S 3,001 S 2,922
Adjustments to reconcile net income to net cash provided
by
Operating activities:
Depreciation and amortization 1,481 1,331
Increase in inventories (1,631) (1,413)
Increase (decrease) in accounts payable 539 (336)
Other (444) (461)
Net cash provided by operating activities 2,946 2,043
Cash flows from investing activities:
Payments for property, plant & equipment (3,874) (3,724)
Investment in international operations - (617)
Other investing activities (53) 101
Net cash used in investing activities (3,927) (4,240)
Cash flows from financing activities:
Increase (decrease) in commercial paper (1,197) 2,127
Proceeds from issuance of long-term debt 4,141 1,017
Dividends paid (625) (534)
Payment of long-term debt (1,222) (1,294)
Purchase of Company stock (254) (193)
Proceeds from issuance of common stock - 582
Other financing activities (115) (48)
Net cash provided by financing activities 728 1,657
Effect of exchange rates on cash 33 (6)
Net decrease in cash and cash equivalents (220) (546)
Cash and cash equivalents at beginning of year 2,054 1,856
Cash and cash equivalents at end of period S 1,834 S 1,310
Supplemental disclosure of cash flow information:
Income taxes paid S 1,786 S 1,717
Interest paid 732 703
Capital lease obligations incurred 29 195

See accompanying notes to condensed consolidated financial statements.
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WAL-MART STORES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. Basis of Presentation

The condensed consolidated balance sheet as of July 31, 2001, and the related condensed
consolidated statements of income for the three and six month periods ended July 31, 2001, and
2000, and the condensed consolidated statements of cash flows for the six month periods ended
July 31, 2001, and 2000, are unaudited. In the opinion of management, all adjustments necessary



for a fair presentation of the financial statements have been included. The adjustments
consisted only of normal recurring items, other than adjustments related to the reorganization
relating to the Company’s acquisition of the minority ownership of Walmart.com. Interim results
are not necessarily indicative of results for a full year.

The financial statements and notes are presented in accordance with the rules and
regulations of the Securities and Exchange Commission and do not contain certain information
included in the Company’s annual report. Therefore, the interim statements should be read in
conjunction with the Company's annual report for the fiscal year ended January 31, 2001.

Certain reclassifications have been made to prior periods to conform to current
presentations.

NOTE 2. Net Income Per Share

Basic net income per share 1is based on the weighted average outstanding common shares.
Diluted net income per share is based on the weighted average outstanding common shares reduced
by the dilutive effect of stock options (16 million and 22 million shares for the quarters
ended July 31, 2001 and 2000, and 16 million and 22 million for the six month periods ended
July 31, 2001 and 2000, respectively).

NOTE 3. Inventories

The Company uses the retail last-in, first-out (LIFO) method for the Wal-Mart Stores
segment, cost LIFO for the Sam’s Club segment, and other cost methods, including the retail
first-in, first-out (FIFO) and average cost methods, for the International segment. Inventories
are not in excess of market value. Quarterly inventory determinations under LIFO are partially
based on assumptions as to projected inventory levels at the end of the fiscal year, sales for
the year and the rate of inflation for the year. If the FIFO method of accounting had been used
by the Company, inventories at July 31, 2001, would have been $182 million higher than
reported, a decrease in the LIFO reserve of $20 million from January 31, 2001, and a decrease
of $10 million from April 30, 2001. If the FIFO method had been used at July 31, 2000,
inventories would have been $398 million higher than reported, an increase in the LIFO reserve
of $20 million from January 31, 2000, and an increase of $10 million from April 30, 2000.
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NOTE 4. Segments

The Company is principally engaged in the operation of mass merchandising stores that
serve customers primarily through the operation of three segments. The Company identifies its
segments based on management responsibility within the United States and geographically for all
international wunits. The Wal-Mart Stores segment includes the Company’s discount stores,
Supercenters and Neighborhood Market Stores in the United States. The Sam’s Club segment
includes the warehouse membership clubs in the United States. The International segment
includes all operations in Argentina, Brazil, Canada, China, Germany, Korea, Mexico, Puerto
Rico and the United Kingdom. The revenues in the "Other" category result from sales to third
parties by McLane Company, Inc., a wholesale distributor.

Net sales by operating segment were as follows (in millions):

Three Months Ended Six Months Ended
July 31, July 31,
2001 2000 2001 = 2000
Wal-Mart Stores $ 33,870 $ 29,647 $ 64,621 $ 57,187
Sam's Club 7,270 6,665 13,805 12,744
International 8,362 7,404 15,998 14,601
Other 3,297 2,396 6,427 4,565
Total Net Sales $ 52,799 $ 46,112 $ 100,851 $ 89,097

Operating profit and reconciliation to income before income taxes and minority interest
are as follows (in millions):



Three Months Ended Six Months Ended

July 31 July 31

2001 2000 2001 2000

Wal-Mart Stores $ 2,618 S 2,516 S 4,840 S 4,720

Sam's Club 267 240 485 429

International 315 232 530 381

Other (236) (69) (319) (147)

Operating profit S 2,964 S 2,919 $ 5,536 S 5,383

Interest expense 351 344 704 674
Income before income
Taxes and minority

Interest $ 2,613 $ 2,575 $ 4,832 S 4,709

Certain segment operating profit information for the three and six-month periods ending July
31, 2000 has been reclassified to conform to current year presentation.
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NOTE 5. Comprehensive Income

Comprehensive income 1is net income, plus certain other items that are recorded directly
to shareholders’ equity. The only such items currently applicable to the Company are foreign
currency translation adjustments and hedge accounting adjustments.

Comprehensive income was $1,737 million and $1,223 million for the quarters ended July 31,
2001 and 2000, respectively, and was $2,668 million and $2,423 million for the six months ended
July 31, 2001 and 2000, respectively.

NOTE 6. Financial Instruments

The Company uses derivative financial instruments for hedging and non-trading purposes to
manage 1ts exposure to interest and foreign exchange rates. Use of derivative financial
instruments in hedging programs subjects the Company to certain risks, primarily market and
credit risks. Market risk represents the possibility that the wvalue of the derivative
instrument will change. In a hedging relationship, the change in the value of the derivative is
offset to a great extent by the change in the value of the underlying hedged item. Credit risk
related to derivatives represents the possibility that the counterparty will not fulfill the
terms of the contract. Credit risk 1is monitored through established approval procedures,
including setting concentration limits by counterparty, reviewing credit ratings and requiring
collateral, generally cash, when appropriate. A significant portion of the Company’s
transactions are with counterparties rated A or better by nationally recognized credit rating
agencies.

Adoption of FASB 133

On February 1, 2001, the Company adopted Financial Accounting Standards Board Statement
No. 133, "Accounting for Derivative and Hedging Activities" (FASB 133), as amended. Because
most of the derivatives used by the Company are designated as net investment hedges, the fair
value of these instruments have been included in the balance sheet prior to adoption of the
standard. As a result, the adoption of this standard did not have a significant effect on the
consolidated financial statements of the Company.

Interest rate instruments

The Company enters into interest rate swaps to minimize the risks and costs associated
with its financing activities. Under the swap agreements, the Company pays variable rate
interest and receives fixed interest rate ©payments periodically over the 1life of the
instruments. The notional amounts are used to measure interest to be paid or received and do
not represent the exposure due to credit loss. All of the Company’s interest rate swaps are
designated as fair value hedges. In a fair value hedge, the gain or loss on the derivative
instrument as well as the offsetting gain or loss on the hedged item attributable to the hedged
risk are recognized in earnings in the current period. Ineffectiveness results when gains and
losses on the hedged item are not completely offset by gains and losses 1in the hedge
instrument. No ineffectiveness was recognized in the first six months of fiscal 2002 related to
these instruments. Contracts with total notional amounts of $3.8 billion and $881 million



outstanding at July 31, 2001 and January 31, 2001, respectively, had fair wvalues totaling $67
million and $45 million at July 31, 2001 and January 31, 2001, respectively. The fair value of
these contracts is included in the balance sheet in the line titled ‘Other assets and deferred
charges.’
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Net Investment Instruments

The Company has entered into cross-currency interest rate swaps to hedge its net
investments in Canada, Germany and the United Kingdom. The agreements are contracts to exchange
fixed rate payments in one currency for fixed rate payments in another currency. During the
quarter and six month periods ending July 31, 2001, the Company included net gains of $88
million and $322 million , respectively, in other accumulated comprehensive income related to
net investment hedges. Contracts with notional amounts totaling $7.9 billion outstanding at
both July 31, 2001, and January 31, 2001, had fair wvalues totaling $1.4 billion and $1.1
billion at July 31, 2001, and January 31, 2001, respectively. The fair value of these contracts
is included in the balance sheet in the line titled ‘Other assets and deferred charges.’

Cash Flow Hedge

The Company has entered into a cross-currency interest rate swap related to $325 million
of U.S. dollar denominated debt securities issued by a Canadian subsidiary of the Company. The
swap has been designated as a cash flow hedge, has a notional amount of $325 million and had a
fair value of $400,000 at July 31, 2001. No ineffectiveness was recognized in the first six-
months of fiscal 2002 related to this instrument. The fair value of this hedge is included in
the balance sheet in the line titled ‘Other assets and deferred charges.’

Instruments Not Designated for Hedging

The Company enters into forward currency exchange contracts in the regular course of
business to manage its exposure against foreign currency fluctuations on cross-border purchases
of inventory. These contracts are generally for short durations of six months or less. Although
these instruments are economic hedges, the Company did not designate these contracts as hedges
as required in order to obtain hedge accounting. As a result, the Company marks the contracts
to market through earnings. Contracts with notional amounts of $175 million and $292 million
outstanding at July 31, 2001, and January 31, 2001, respectively, had fair wvalues totaling
$17,000 and $6 million at July 31, 2001 and January 31, 2001, respectively. The fair value of
these contracts is included in the Dbalance sheet in the line titled ‘Prepaid expenses and
other.’

The Company holds a basis swap arising from a commercial paper financing structure that
does not qualify for special hedge accounting under FASB 133. The fair value of this instrument
was $900,000 at July 31, 2001 and $200,000 at January 31, 2001.

NOTE 7. New Accounting Pronouncement

In June 2001, the Financial Accounting Standards Board issued Statements of Financial
Accounting Standards No. 141, Business Combinations, and No. 142, Goodwill and Other Intangible
Assets, effective for fiscal years beginning after December 15, 2001. Under the new rules,
goodwill and intangible assets deemed to have indefinite lives will no longer be amortized but
will be subject to annual impairment tests in accordance with the Statements. Other intangible
assets will continue to be amortized over their useful lives.
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The Company will apply the new rules on accounting for goodwill and other intangible
assets Dbeginning in the first quarter of fiscal 2003. Application of the nonamortization
provisions of the Statement is expected to result in an increase in net income of approximately
$223 million per year. During fiscal 2003, the Company will perform the first of the required
impairment tests of goodwill and indefinite lived intangible assets as of February 1, 2002 and
has not yet determined what the effect of these tests will be on the earnings and financial
position of the Company.

Item 2. Management’s Discussion and Analysis of Financial Condition



and Results of Operations
Results of Operations

The Company had 14.5% and 13.2% sales increases for the quarter and the six months ended
July 31, 2001, respectively, when compared to the comparable periods in fiscal 2001. These
sales 1increases were attributable to the Company’s domestic and international expansion
programs and domestic comparative store sales increases of 5.7% and 4.7% for the quarter and
the six months ended July 31, 2001, respectively, over the comparable periods in fiscal 2001.

The Company’s gross profit as a percentage of sales decreased from 21.8% in the second
quarter of fiscal 2001 to 21.6% during the second quarter of fiscal 2002. For the six-month
period ended July 31, 2001, gross profit as a percentage of sales was 21.4%, down from 21.8% in
last year’s comparable period. The lower gross profit can be attributed to an increase in food
sales, which carry a lower margin as a percentage of the Company’s total sales, an increase in
sales made under the Company’s price rollback program and increased competitive markdowns.
Additionally, consumers are shifting their buying patterns to items which carry lower margins.

Operating, selling, general and administrative expenses, as a percentage of sales, were
16.8% for the second quarter of fiscal 2002, up from 16.5% in the corresponding period last
year and 16.9% for the six months ended July 31, 2001 compared with 16.8% for the comparable
six-month period in fiscal 2001. The Company experienced the most significant expense increases
in the utilities, insurance and associate wage categories.

During July 2001, the Company acquired the outstanding minority interest in Walmart.com.
Previously, the minority interest was owned primarily by Accel Partners. A reorganization
resulting from the acquisition resulted in a charge against the earnings of the Company in the
second quarter of fiscal 2002 of slightly less than one cent per share. Walmart.com will remain
a separate business unit within the Company.
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At July 31, 2001, the Company had 1,667 Wal-Mart stores, 998 Supercenters, 23
Neighborhood Markets and 486 Sam’s Clubs in the United States. Internationally, the Company
operated units in Argentina(ll), Brazil(21l), Canada(l177), Germany(93), Korea (7), Mexico(520),
Puerto Rico(17), the United Kingdom (246) and under joint venture agreements in China (14). At
July 31, 2000, the Company had 1,766 Wal-Mart stores, 796 Supercenters, eight Neighborhood
Markets and 466 Sam’s Clubs in the United States. Internationally, the Company operated units
in Argentina (10), Brazil(l6), Canada (166), Germany (94), Korea (5), Mexico (473), Puerto
Rico(15), the United Kingdom (240) and under joint venture agreements in China(8).

Wal-Mart Stores Segment

The Wal-Mart Stores segment had 14.2% and 13.0% sales increases for the quarter and six
months ended July 31, 2001, respectively, when compared to the sales in the same periods in
fiscal 2001. These increases were due to continued expansion activities within the segment and
sales increases 1in comparable stores. The comparative store sales increase for the Wal-Mart
stores segment was 5.6% and 4.6% for the quarter and six months ended July 31, 2001,
respectively, when compared to the sales in the same periods in fiscal 2001. Segment expansion
activity during the first six months of fiscal 2002 included the addition of nine new Wal-Mart
stores, 32 new Supercenters, four new Neighborhood Markets and the conversion of 78 Wal-Mart
stores to Supercenters. The Wal-Mart Stores segment sales as a percentage of total Company
sales decreased slightly from 64.3% and 64.2% in the quarter and six months ended July 31,
2000, to 64.2% and 64.1% for the quarter and six months ended July 31, 2001, respectively. This
decrease is primarily the result of increased sales from the Company’s McLane subsidiary, which
is included in the Company’s "Other" segment. McLane sales for the quarter ended July 31, 2001
increased by 37.6% and 40.8%, respectively when compared to the second quarter and first six-
months of the prior fiscal vyear. This increase 1s due primarily to the acquisition of
AmeriServe Food Distribution, Inc. which was completed by McLane late in fiscal 2001.

For the second quarter of fiscal 2002, the Wal-Mart Stores segment’s operating profit was
$2.6 Dbillion up slightly from $2.5 billion for the second quarter of fiscal 2001. Segment
operating profit as a percent of segment sales decreased from 8.5% in the second quarter of
fiscal 2001 to 7.7% in the second quarter of fiscal 2002. For the six-month period ended July
31, segment operating profit increased from $4.7 billion in fiscal 2001 to $4.8 Dbillion in



fiscal 2002. Segment operating profit as a percent of total segment sales for the six month
period ended July 31 decreased from 8.3% in fiscal 2001 to 7.5% in fiscal 2002.

The reduction in segment operating profit as a percentage of segment sales for the
quarter and six month period ended July 31, 2001, was primarily the result of a reduced gross
profit percentage and expense pressure from increased wutility, insurance, repairs and
maintenance and payroll costs.
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Sam’s Club Segment

The Sam’s Club segment had 9.1% and 8.3% sales increases for the quarter and six months
ended July 31, 2001, respectively, when compared to the sales in the same periods in fiscal
2001. These increases were due to continued expansion activities within the segment and sales
increases in comparable clubs. Comparable club sales increases were 5.7% and 5.4% for the
quarter and six months ended July 31, 2001, respectively. Segment expansion activity during the
first six months of fiscal 2002 included the addition of 11 new Sam’s Clubs. Sam’s Club segment
sales as a percentage of total Company sales decreased from 14.5% and 14.3% in the quarter and
six months ended July 31, 2000, to 13.8% and 13.7% for the quarter and six months ended July
31, 2001, respectively. This decrease is a result of the increased McLane sales discussed above
and sales growth in the Wal-Mart Stores segment.

For the second quarter of fiscal 2002, the Sam’s Club segment operating profit was $267
million up from $240 million for the second quarter of fiscal 2001. Segment operating profit as
a percent of segment sales increased from 3.6% in the second quarter of fiscal 2001 to 3.7% in
the second quarter of fiscal 2002. For the six-month period ended July 31, segment operating
profit increased from $429 million in fiscal 2001 to $485 million in fiscal 2002. Segment
operating profit as a percent of segment sales for the six-month period ended July 31 increased
from 3.4% in fiscal 2001 to 3.5% in fiscal 2002.

The increase in segment operating profit as a percentage of segment sales for the quarter
and six-month period ended July 31, 2001, was primarily the result of an improved gross profit
percentage which was partially offset by expense pressure from increased utility, payroll and
repairs and maintenance expenses.

International Segment

The International segment had 12.9% and 9.6% sales increases for the quarter and six
months ended July 31, 2001, respectively, when compared to the sales in the same periods in
fiscal 2001. These increases were due to continued expansion activities within the segment
during the first six months of fiscal 2002, which included the net addition of one unit in
Brazil, three units in Canada, three units in China, one unit in Korea, 21 units in Mexico, two
units in Puerto Rico and five units in the United Kingdom. The International segment sales as a
percentage of total Company sales decreased from 16.1% and 16.4% in the quarter and six-month
periods ended July 31, 2000, to 15.8% and 15.9% for the quarter and six month periods ended
July 31, 2001, respectively. This decrease is a result of the increased McLane sales discussed
above and the impact of changes in foreign currency exchange rates.

For the second quarter of fiscal 2002, the International segment operating profit was
$315 million up from $232 million for the second quarter of fiscal 2001. Segment operating
profit as a percent of segment sales increased from 3.1% in the second quarter of fiscal 2001
to 3.8% in the second quarter of fiscal 2002. For the six-month period ended July 31, segment
operating profit increased from $381 million in fiscal 2001 to $530 million in fiscal 2002.
Segment operating profit as a percent of segment sales for the six-month period ended July 31
increased from 2.6% in fiscal 2001 to 3.3% in fiscal 2002.
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The increase in segment operating profit as a percentage of segment sales for the quarter
and six-month periods ended July 31 was primarily the result of expense reductions within the
segment. Partially offsetting the decrease in expenses is a reduction of gross profit for both
the quarter and six months ended July 31, 2001. The Company continues to incur operating losses
in its Germany operations, although these losses are now running below the level of losses in
fiscal 2001. The Company is investing aggressively in price rollbacks in Germany to establish



its "Everyday Low Price" strategy and is accelerating its private label program in its German
stores.

Ligquidity and Capital Resources

Cash flows provided by operating activities were $2.9 billion for the first six months of
fiscal 2002, compared with $2.0 billion for the comparable period in fiscal 2001. Operating
cash flow increased for the six months ended July 31, 2001, primarily due to an increase of
$539 million in accounts payable compared with a decrease in accounts payable of $336 million
in the first six months of fiscal 2001, partially offset by the addition of $1.6 billion in
inventory in the first six months of fiscal 2002 compared with an increase in inventory of $1.4
billion in the comparable period in fiscal 2001.

During the first six months of fiscal 2002, the Company paid dividends of $625 million,
invested $3.9 billion in capital expenditures, repurchased $254 million of its common stock,
made payments on long-term debt of $1.2 billion, issued long-term debt totaling $4.1 billion
and reduced its commercial paper borrowings by $1.2 billion.

At July 31, 2001, the Company had total assets of $81.6 billion compared with total
assets of $78.1 billion at January 31, 2001. Working capital at July 31, 2001, was $573
million, an increase of $3.0 billion from the $2.4 billion working capital deficit at January
31, 2001. The ratio of current assets to current liabilities was 1.0 to 1.0, at July 31, 2001
and 0.9 to 1.0 at January 31, 2001, and July 31, 2000.

In July 2001, the Company filed a shelf registration statement with the U.S. Securities
and Exchange Commission under which it could issue up to a total of $6 Dbillion in debt
securities. $1.5 billion of 4.375% notes due 2003 and $1.5 billion of 5.450% notes due 2006
were sold subject to the shelf registration statement in July 2001. After the issuance of these
notes the Company is permitted to issue an additional $3 billion of debt securities under the
shelf registration statement.

In May 2001, the Company announced plans to increase its existing common stock repurchase
program by $1 billion, resulting in a total authorization of $3 billion. During June 2001, the
Company purchased 5.1 million of its common shares for a total amount of $254 million. The
Company had previously utilized $285 million of the initial repurchase program leaving an
authorized balance of $2.5 billion for future common stock repurchases at July 31, 2001.
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If operating cash flow generated by the Company is not sufficient to pay dividends, fund
the stock repurchase program and to fund all capital expenditures, the Company anticipates
funding any shortfall in these expenditures with a combination of commercial paper and long-
term debt. The Company plans to refinance existing long-term debt as it matures and may desire
to obtain additional long-term financing for other purposes or for strategic reasons. The
Company anticipates no difficulty in obtaining long-term financing in view of its excellent
credit rating and favorable experiences in the debt market in the recent past. Management’s
objective is to maintain a debt to total capitalization ratio of approximately 40%. At July 31,
2001 and January 31, 2001, the Company’s ratio of debt to total capitalization was 42.0% and
41.6%, respectively.

New Accounting Pronouncement

In June 2001, the Financial Accounting Standards Board issued Statements of Financial
Accounting Standards No. 141, Business Combinations, and No. 142, Goodwill and Other Intangible
Assets, effective for fiscal years beginning after December 15, 2001. Under the new rules,
goodwill and intangible assets deemed to have indefinite lives will no longer be amortized but
will be subject to annual impairment tests in accordance with the Statements. Other intangible
assets will continue to be amortized over their useful lives.

The Company will apply the new rules on accounting for goodwill and other intangible
assets Dbeginning in the first quarter of fiscal 2003. Application of the nonamortization
provisions of the Statement is expected to result in an increase in net income of approximately
$223 million per year. During fiscal 2003, the Company will perform the first of the required
impairment tests of goodwill and indefinite lived intangible assets as of February 1, 2002 and
has not yet determined what the effect of these tests will be on the earnings and financial
position of the Company.



Item 3. Quantitative and Qualitative Disclosures About Market Risk
Market Risk

Market risks relating to the Company’s operations result primarily from changes in
interest rates and changes in currency exchange rates. The Company’s market risks at July 31,
2001 are similar to those disclosed in the Company’s Form 10-K/A for the year ended January 31,
2001. However, the Company added a cross-currency swap with a notional amount of $325 million
during the first quarter of fiscal 2002. The fair value of this swap, which is designated as a
cash flow hedge, was $400,000 at July 31, 2001. During the second quarter of fiscal 2002, the
Company added six interest rate swap instruments designated as fair value hedges as shown in
the following table (in millions):
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USD Rate Fair Value at

Rate Paid Received Notional Amount July 31, 2001
3-mo. US LIBOR plus 7.500% $ 500 $ 5
2.35%
3-mo. US LIBOR plus .32% 5.875% 597
3-mo. US LIBOR plus 8.000% 250
2.27%
3-mo. US LIBOR plus 7.250% 445 11
1.01%
3-mo. US LIBOR plus .01% 5.450% 750 4
3-mo. US LIBOR plus .01% 5.450% 750 4

The fair value of the Company’s cross-currency derivative instruments designated as net
investment hedges existing at January 31, 2001 increased from $1.1 billion at January 31, 2001
to $1.4 billion at July 31, 2001.

The fair value of the Company’s interest rate instruments, including the six new swaps
discussed above, increased from $45 million at January 31, 2001 to $67 million at July 31,
2001.

The Company continues to evaluate its risk management strategies in light of the adoption
of FASB 133. The information concerning market risk under the sub-caption "Market Risk" of the
caption "Management’s Discussion and Analysis" on pages 19 through 22 of the Annual Report to
Shareholders for the year ended January 31, 2001, that is contained in exhibits to the
Company’s Annual Report on Form 10-K/A for the vyear ended January 31, 2001, 1is hereby
incorporated by reference into this Quarterly Report on Form 10-Q.

PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company i1s not a party to any material pending legal proceedings. Neither the Company
nor any of 1its properties 1is subject to any material pending legal proceeding, other than
routine litigation incidental to the Company’s business.

The Company recently opened a Supercenter in Honesdale, Pennsylvania. In February 1999,
the Company settled claims made by the Pennsylvania Department of Environmental Protection
(PDEP) that a subcontractor’s acts and omissions relating to the construction of the
Supercenter led to excess erosion and sedimentation of a nearby creek. In the settlement, the
Company agreed to pay a fine of $25,000 and to perform a $75,000 community environmental
project in the Honesdale area. The Company i1s negotiating settlement of a claim by the United
States Army Corps of Engineers that the construction resulted in the filling of approximately
0.76 acres 1in excess of the permitted fill area of waters and wetlands at the site. The
proposed settlement with the Corps will require the Company to pay $200,000 to a non-profit
corporation for the purchase of local wetlands conservation areas and easements. The Company
has been reimbursed for these amounts by the contractor on the project.



During fiscal 2001, the State of Connecticut filed suit against the Company in the State
of Connecticut Superior Court for the Judicial District of Hartford for various violations of
state environmental laws alleging the Company failed to obtain necessary permits and/or
maintain records relating to storm water management practices at 12 stores. The suit seeks to
ensure the Company’s compliance with the general permit for the discharge of stormwater
associated with those stores. The Company will vigorously defend against these allegations.
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The Company recently settled claims brought against it by the U.S. Environmental
Protection Agency (USEPA) alleging violations of the Clean Water Act by general contractors
hired for the development of new Wal-Mart Stores in Texas, New Mexico and Oklahoma, which claims
carried penalty calculations of $5.6 million. The Company has paid a fine of $1 million, of
which $250,000 will be reimbursed to the Company by its general contractors. Pursuant to a
negotiated consent decree, the Company will exercise greater oversight responsibility with
respect to the work of its general contractors insofar as compliance with the Clean Water Act
is concerned, and the USEPA will more closely inform the Company of conditions observed by
USEPA inspectors at the job sites of the Company's general contractors.

Item 4. Submission of Matters to a Vote of Security Holders

The Company’s Annual Shareholders’ Meeting was held June 1, 2001, in Fayetteville,
Arkansas.

Election of Directors

At that meeting, the shareholders elected for one-year terms all persons nominated for
directors as set forth in the Company’s proxy statement dated April 16, 2001. The following
table sets forth the vote of the shareholders at the meeting with respect to the election of
directors:

Against or Broker

For Withheld Abstentions Non-Votes
John T. Chambers 3,988,092,149 42,680,555 0 0
Stephen Friedman 3,917,678,687 113,094,017 0 0
Stanley C. Gault 3,985,437,773 45,334,931 0 0
David D. Glass 3,983,297,434 47,475,270 0 0
Roland A. Hernandez 3,988,278,196 42,494,508 0 0
J. Paul Reason 3,987,168,061 43,604,643 0 0
Elizabeth A. Sanders 3,988,230,656 42,542,048 0 0
H. Lee Scott, Jr. 3,983,725,299 47,047,405 0 0
Jack C. Shewmaker 3,981,289,457 49,483,247 0 0
Donald G. Soderquist 3,982,894,039 47,878,665 0 0
Jose H. Villarreal 3,986,257,574 44,515,130 0 0
John T. Walton 3,983,117,275 47,655,429 0 0
S. Robson Walton 3,983,698,673 47,074,031 0 0

In addition, the shareholders voted upon and rejected a shareholder proposal that
proposed that the Board of Directors prepare a report describing the Company’s actions to
ensure the Company does not purchase goods from suppliers who did not meet certain standards.
The vote on the proposal was as follows:
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Against or Broker
For Withheld Abstentions Non-Votes



181,331,960  3,291,452,158 136,026,071 441,962,515

Item 5. Other Information

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-
looking statements made by or on behalf of the Company. Certain statements contained in
Management’s Discussion and Analysis and in other Company filings are forward-looking
statements. These statements discuss, among other things, expected growth, future revenues,
future cash flows and future performance. The forward-looking statements are subject to risks
and uncertainties including but not limited to the cost of goods, competitive pressures,
inflation, consumer debt levels, currency exchange fluctuations, trade restrictions, changes in
tariff and freight rates, interest rate fluctuations and other capital market conditions, and
other risks indicated in the Company’s filings with the United States Securities and Exchange
Commission. Actual results may materially differ from anticipated results described in these
statements.

Item 6. Exhibits and Reports on Form 8-K
(a) The following documents are filed as an exhibit to this Form
10-Q:

Exhibit 12 - Statement Re Computation of Ratios

(b) Reports on Form 8-K

Report on Form 8-K, dated May 9, 2001, with respect to the Company’s
completion on May 9, 2001 of the sale of $200 million aggregate principal
4.625% Notes due 2003.
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SIGNATURES

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

WAL-MART STORES, INC.

Date: September 4, 2001 s/ H. Lee Scott, Jr.

H. Lee Scott, Jr.
President and
Chief Executive Officer



Date:

September 4,

2001

s/ Thomas M. Schoewe

Thomas M. Schoewe
Executive Vice President
and Chief Financial Officer
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Income before income taxes
Capitalized interest

Minority interest

Adjusted profit before tax

Fixed Charges

Debt interest

Capital lease interest
Capitalized interest
Interest component of rent
Total fixed expense

Profit before taxes and fixed expenses

Fixed charge coverage

Exhibit 12

Statement re computation of ratios

6 Months Ended

July 31, 2001
4,832

(47)
(67)
4,718

569
135
47
377
1,128

5,846

5.18

July 31, 2000
4,709

(29)
(54)
4,626

536
138

29
232
935

5,561

5.95

2001
10,116
(93)
(129)
9,894

1,095
279
93
714
2,181

12,075

5.54

Fiscal Years Ended

2000
9,083
(57)
(170)
8,856*

756
266
57
458
1,537

10,393

6.76

1999 1998 1997
7,323 5719 4877
(1) (33) (44)
(153) (78) (27)
7129 5608 4,806
529 555 629
268 229 216
41 33 44
523 477 449
1,361 1,294 1,338
8,490 6,902 6,144
624 533 459

* Does not include the cumulative effect of accounting change recorded by the Company in Fiscal 2000



