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BUILDING SMILES

– Rob Walton

Building smiles today and tomorrow.
I am asked often what my father, Sam Walton, who founded Wal-Mart in 1962, would think of our Company today. There is no doubt
he’d be proud of our success and the 1.8 million associates who serve our customers every day. He also would be proud that we
remain true to the fundamental principles of leadership and business that he was so instrumental in establishing.
As Wal-Mart chairman, I assure you, our
shareholders and associates, that our entire
organization is more committed than ever to
Dad’s founding principles.
Being a good and
respectful employer:
Wal-Mart offers tremendous opportunities for
our associates to develop their professional
skills and pursue a long-term career if they
choose. Our management teams foster an
environment where people are treated honestly
and with respect.
Improving the associate and
customer shopping experience:
We must improve every day in what we offer
our associates and our customers. Our every
day low price position is the basis for our
business. While this core principle is critical
to our growth and business strategy, by itself
it is not enough anymore.
This year, for example, our management
team took the initial steps to revamp the
field organization structure of Wal-Mart U.S.
The new structure gives more authority and
responsibility to those closest to the customer.

It was not an easy change, but a necessary one
that will better serve our customers and associates over the long term. We are driving similar
improvement in other important business
areas, including compliance, diversity, and
health care benefits for our associates.

are designed to help conserve and sustain the
natural resources of our planet in the future,
as well as save money for the Company and
ultimately our customers. And, these plans
will continue to expand during the next
several years.

Community citizenship:
We have a responsibility and an opportunity to
improve the quality of life in every community
we serve. The tremendous potential we have
was underscored in 2005 with the way our
associates and Company responded to the
hurricane disaster. The positive impact of our
response was unparalleled in Wal-Mart’s history
and clearly strengthened our reputation as a
corporate leader and good citizen.
Actions like our hurricane response
efforts provide a return on investment to
our business – both short- and long-term.
We are committed to applying our scale and
efficiencies toward the public good around
the world. Recently, we launched initiatives
to take a leadership role in improving our
operations and products for our customers that will benefit the environment. Our
efforts, some of which are already in place,

Integrity:
There is no area of leadership more important
than this one. Our culture is built on the highest level of integrity, and we will continue to
hold all associates to these high standards.
As a company and as individuals, we must
continue to lead in these principles. Powerful
leadership comes at all levels – from the board
room, from store managers, and from cashiers,
truck drivers and overnight stockers – who live
daily the principles that make Wal-Mart
a retail leader around the world.

Rob Walton
Chairman of the Board of Directors
Wal-Mart Stores, Inc.

I’m smiling because
there is more selection
at Wal-Mart than
ever before.
– Stephanie, customer and associate
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Electronics
Today, a trip to Wal-Mart can consist of a basket filled with diapers,
salsa, and electronic products with the latest technology. Flat panel
televisions (plasma and liquid crystal display or LCD) are our fastest
growing TV segment in both our U.S. SAM’S CLUBs and Wal-Mart
stores. You can find flat panel televisions in our stores worldwide,
as well as online at www.walmart.com and www.samsclub.com. Did
you know that in the U.S. retail channel, we are the first to make
available RoHS (Restriction on Hazardous Substance) compliant
products? This reflects our commitment to our customers who want
to protect and sustain the environment, and buy products at every
day low prices. By July 2006, we expect all personal computers sold
at U.S. Wal-Mart stores will meet the RoHS standard.

™

In October 2005, Wal-Mart debuted its exclusive Metro 7™ collection –
a distinct line of women’s apparel designed specifically for the fashionsavvy customer. The Metro 7™ line appeals to a more urban customer
and features styles that are both feminine and contemporary. All items
are designed with high-quality fabrics, and are versatile enough to allow
women to dress fashionably around the clock – at the affordable prices
customers expect from Wal-Mart. The line recently expanded to accessories, including belts, handbags, shoes and jewelry. The collection is
available in misses and plus sizes in select Wal-Mart stores and online
at www.walmart.com.
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Organic and healthier
food choices
Today’s consumers want healthier and more responsible food
choices. That’s why we are doubling the organic product and
socially responsible offerings in select U.S. Wal-Mart stores.
SAM’S CLUB also is expanding its array of organic and socially
responsible products by more than 100 new items, such as
Brazilian Marques de Paiva USDA organic coffee.

For your home

Gift cards

We have new product offerings in our home area
to provide stylish and affordable solutions for home
decorating, from furniture to linens, storage to entertaining. Our collection of products is for the customer
seeking quality and style at affordable prices. By the
way, in the U.S., we are now aligning with furniture
suppliers who can certify that the wood in their products is sustainably grown.

Gift cards are the perfect gift! They can be used for all
purchases in our stores and clubs, as well as online at
www.walmart.com and www.samsclub.com. Wal-Mart gift
cards are available for in-country use around the world.
Customers can personalize gift cards either online or at our
one-hour photo labs at stores and clubs, so they can carry
a photo of loved ones. Wal-Mart was first to market with
this exciting in-store innovation. Wal-Mart was also one
of the very first retailers to market an environmentally
friendly, corn-based, plastic PLA (Polylactic Acid) gift card
from NatureWorks™.

Excellent values and services
Great products and services at every day low prices
continue to drive our business model. Every day, we
find more ways to improve the standard of living for
our customers. According to Global Insight, Inc., an
internationally recognized firm providing economic analysis, we save the average American working family more
than $2,300 a year. Our Great Value® and Sam’s Choice®
products are examples of quality products at every
day low prices. And it doesn’t stop there.
In our U.S. Wal-Mart stores, we save our
customers hundreds of millions of dollars
per year through many financial services
– from money orders and money transfers,
to check cashing and product care plans.
Did you know we also offer financial
services around the globe, including pet
insurance in the United Kingdom?

The George™ apparel line started as a small unknown brand in 100 ASDA stores in the
United Kingdom and today is sold in more than 240 stores in the U.K., plus stores in
9 other countries, including the U.S. George™ products are available for men, women,
and children and include apparel, shoes, handbags and even eyeglass frames in select
stores. In the United Kingdom, we recently launched a line of George™ homeware products. The George™ brand is recognized as a stylish, high quality brand at a great value
and continues to grow and develop as a favorite fashion choice across the globe.
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– Antonio Galafassi and Associates, Tramontina USA, Inc.

A win-win situation
It’s not often that something can be so beneficial in so many
ways, but when Tramontina, a Brazilian company with facilities
in Houston, opened a second plant in Manitowoc, Wisconsin,
to produce “Made in the USA” cookware for Wal-Mart and
SAM’S CLUB, everyone came out ahead.
Tramontina USA, Inc., headquartered in Houston, Texas,
has facilities around the world, and has supplied Wal-Mart
since 1988. The relationship began with a simple claw
hammer, sold in Wal-Mart’s hardware department. Today,
as a major cookware and cutlery supplier, Tramontina supplies over 60 different items. The company was Wal-Mart’s
housewares Supplier of the Year in fiscal 2005 and 2006.
“There is no doubt that Wal-Mart has contributed
to our phenomenal success in the U.S. We have grown
30% year over year since 2000 and added over 400
new jobs,” says Antonio Galafassi, President and Chief
Executive Officer of Tramontina USA, Inc. “Wal-Mart
has been the main motivator to build our business and
has given us 100% support, particularly in our effort
to bring jobs back to the U.S. by opening a facility
in Manitowoc.”
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Manitowoc is a town of about 35,000 people who
thought cookware production jobs were gone forever when
a cookware plant closed in 2003. But thanks to Tramontina,
the factory reopened on July 5, 2005, with plans for 200
employees to be located there. The opening celebration
also marked the day Mr. Galafassi became a U.S. citizen.
“We are relying on the long tradition of cookware
manufacturing in Manitowoc,” Mr. Galafassi explained.
“The savings we realized by revitalizing an existing Midwest
facility and the fact that raw materials are produced right in
the plant give us the ability to produce ‘Made in the USA’
cookware for Wal-Mart and SAM’S CLUB at highly competitive prices.”
The partnership between Tramontina and Wal-Mart is an
example for all of our global suppliers of the benefits that
result from a strong working relationship.

I’m smiling because
Wal-Mart makes a
real difference in
my community.
– James Sexton, Mayor, Evergreen Park, IL
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Wal-Mart is having a
On many communities’ economies
Savings for our customers, job opportunities, increased tax revenues and charitable
support for local programs are just some of the economic benefits communities can
count on when Wal-Mart becomes their neighbor.
Nobody understands the benefits Wal-Mart provides better
than the man pictured on the previous page, James Sexton,
mayor of Evergreen Park, Illinois. Not only did Wal-Mart
bring much-needed jobs to his community just outside of
Chicago – 25,000 applications were taken for just 325 store
positions – but, in addition, the village benefited from the
$35,000 we donated to local charities.
In November 2005, an independently-certified study by
Global Insight detailed the effects Wal-Mart has on communities throughout the U.S. Results indicated we have a positive

Local success story
Local Chinese men and women account for 99% of
Wal-Mart China’s senior managers. Du Limin is a shining
example of such talent. She started at Wal-Mart knowing
nothing about retailing, but today is director of China’s
three SAM’S CLUBs. Ms. Du is proud of the contributions
Wal-Mart is making to China’s future.
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impact on communities – increasing shoppers’ buying power,
creating jobs, stimulating business for existing operations and
even revitalizing areas while improving real wages by 0.9%.
The same benefits we generate in America are being
reflected around the world as our international segment has
raised and contributed over $42 million to their communities
in the last year.
We are committed at every level – including as a successful
business and as a leader in sustainable business – to being a
positive force in America’s communities and around the world.

positive impact:
On many associates’ lives
For those seeking a career with Wal-Mart, more than three-fourths of U.S. store
management started with the Company in hourly positions.
By promoting diversity and inclusion in the workplace, we
impact our associates’ lives in an important way. Wal-Mart’s
diversity initiatives are being recognized by such reputable organizations and publications as DiversityInc®, Black Enterprise®
and Hispanic Network Magazine®. When you work at Wal-Mart,
you work with a diverse group of associates.
Wal-Mart drives results by holding our senior leaders
accountable for meeting diversity goals, which are tied to

Local success story
Tony Perez started out pushing carts at SAM’S CLUB in
Kenner, Louisiana. Today he manages a Miami, Florida
SAM’S CLUB so successfully – stocking the ethnic foods
his local Hispanic members want – that in just two years,
the CLUB has grown sales by more than 60%. The result is
more sales tax for the local community and more associate
jobs, all with great career potential.

incentive compensation and performance evaluations.
In fact, all officers achieved their diversity goals in
fiscal 2006.
Our survey results as of September 2005 show that more
than 30% of the over 1.3 million associates in the U.S. are
minorities, and more than 60% are female. Many associates
are seniors who supplement their income or students who
gain valuable professional experience.

Local success story
Can a mom with only a high school diploma become
manager of an exciting multi-million-dollar operation? She can
if she’s high-energy Sherry Bryan, manager of our Lexington,
Kentucky Wal-Mart on Richmond Road. This Wal-Mart raised
funds to support their local community’s military unit in
Iraq, contributed to their local food bank, and helped a local
child’s Make-a-Wish® dream come true.
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Going organic for our customers
and for our environment
In October 2005, Wal-Mart CEO, Lee Scott, committed to
associates and to the public that the Company will take a
leadership position in sustainability. We are convinced that this
endeavor is consistent with our business model, that we can
make the earth a better place for all of us and that we can
be an efficient, profitable enterprise.
An essential part of Wal-Mart’s mission is to provide
sustainable, healthy, value-oriented products to meet
customers’ needs. We are proud of the progress we have
made to deliver such goods. Our George Baby Organic™
cotton clothing line (as pictured above), available in
U.S. Wal-Mart and U.K. ASDA stores in the summer of
2006, is just one great example of what can be done. In
the next year, we are significantly increasing our organic
food offering in Wal-Mart stores and SAM’S CLUBs in
the U.S., as well as around the world.
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Our product offering includes many that can help the
environment and save money for our customers.
Businesses like Wal-Mart must bring about efficiencies
in renewable energy, waste elimination, fuel efficiency
and resource conservation. Most importantly, we continue
to uncover more and more instances where we can do
something good for everyone who shares this planet. Find
out more about our efforts in sustainability by looking
online at www.walmartstores.com/environment.

I’m smiling because
Wal-Mart helps people.
– Kirstyn, student
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– Hurricane Katrina relief

An ongoing commitment to
rebuilding communities
Hurricanes Katrina and Rita triggered a tragic situation that called
for creative solutions, and Wal-Mart came through with many.
Even before disaster struck, the Wal-Mart Emergency
Operations team was ensuring storm-readiness supplies
and cleanup materials were delivered to our Wal-Mart
stores and SAM’S CLUBs. After the storms passed, we used
our vast information systems and in-store technology to
help customers, associates and the public access information and relief services, as well as search for messages
about loved ones. Wal-Mart donation centers were set up
at key shelters to provide basic necessities to Louisiana,
Mississippi and Texas victims. Vacant Company facilities
were used as supply depots, food pantries and shelters.
Some of the most visible images of Wal-Mart’s efforts
were the truck convoys carrying critical supplies to affected
areas and hundreds of Wal-Mart associate volunteers helping to distribute those supplies. Wal-Mart was often the
first relief to arrive at staging sites, command centers and
shelters in the devastated areas. The Company provided
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more than $3.5 million in merchandise and in-kind
donations for the relief effort.
We provided $14.5 million in cash assistance to more
than 20,000 associates. Wal-Mart and SAM’S CLUB also
led the corporate drive to assist in hurricane relief with
$18 million in cash donations to aid emergency efforts.
An additional $8.5 million was raised in our stores and
clubs through the generosity of our customers. Wal-Mart
has demonstrated a continued commitment to our associates and the communities we serve by providing ongoing
assistance to those affected by the hurricanes.
“During this time, we were asked by governments,
relief agencies and communities to help. And look what
happened. We were showered with gratitude, kindness,
and acknowledgements. This WAS Wal-Mart at its best.”
– Lee Scott, October 2005

Environmental initiatives
Through Acres for AmericaSM, Wal-Mart
committed $35 million over 10 years to
conserve at least one acre of wildlife habitat
for every acre developed by Wal-Mart.

Community grants
Wal-Mart, Neighborhood Markets and
SAM’S CLUB help communities through
matching funds, grants and other funding
to local groups.

Disaster relief
When natural disasters strike, Wal-Mart
associates around the world respond with
funds, volunteers and needed goods.

Education
Wal-Mart is one of the largest cash
contributors to U.S. education through
local grant programs and scholarships,
including Teacher of the Year.

Wal-Mart’s and
SAM’S CLUBs’
philanthropic efforts
assist more than
100,000
organizations.

Military support
Our support of the military includes the
Sesame Workshop® program, Talk, Listen,
Connect, which helps children of active duty
personnel manage the stresses associated
with being apart from their parents.

Charitable giving
The Salvation Army raised more than
$26 million through its red kettle
campaign at our stores and clubs.

Child safety & missing children
Since 1996, our stores and clubs have
posted photos of missing children in
the lobbies of our facilities.

Volunteerism
Wal-Mart associates are the lifeblood of
thousands of communities, volunteering
more than one million hours last year.
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– Lee Scott, President and Chief Executive Officer

To our shareholders, associates and customers:
Last year was a good year for Wal-Mart. We delivered record financial results and strong,
steady growth. But just as important as what we achieved are the changes we made to
position our Company for the future. We at Wal-Mart are optimistic – or smiling, if you will
– about our ability to continue to grow and touch the lives of millions more working
families around the world.
When it comes to our performance during fiscal 2006, we have a lot to
be proud of at Wal-Mart. Our net sales rose 9.5% to a record $312.4 billion. Net income rose 9.4% to a record $11.2 billion. Our earnings per
share grew double-digits from $2.41 to $2.68 per share. And despite higher energy costs – which will likely remain a challenge in the coming year
– comparative store sales in the U.S. rose a healthy 3.4%. We were also
pleased with strong international sales in Argentina, Mexico and Brazil.
All of this success is a tribute to the 1.8 million associates who serve
our customers every day in our more than 6,100 stores worldwide. And
thanks to these hard-working men and women and their ability to grow
with our Company, we are excited about the future. Together, we are going
to leverage the changes of this past year into even greater success for
Wal-Mart and the communities we serve and support.
One area where we made major changes last year was management.
John Menzer and Mike Duke switched leadership roles. As a vice chairman, John now runs U.S. operations and several divisions. Mike, also a
vice chairman, now runs our international operations. After a superb job
at the helm of Wal-Mex, Eduardo Castro-Wright took over our U.S. stores.
And we elevated Company veteran Doug McMillon to president and CEO
of SAM’S CLUB. We also strengthened the leadership in both our domestic and international divisions by attracting some outstanding talent from
outside the Company. With these moves, our entire management team
is now sharply focused on strengthening the customer experience in our
stores and clubs.
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Another area where we made significant changes was in our international business. With our purchase of the retail operations of Sonae
in Brazil and our consolidation of Seiyu in Japan, we added 537 new
international stores and 50,000 new associates. And, with our purchase
of an interest in CARHCO in Central America, we increased the number of countries in which we operate by 50% – from 10 countries to
15 countries. These aggressive moves are helping us continue to drive
robust growth in our international division. So will our expansion plans.
Of the almost 600 stores we plan to open this year, we expect more
than a third will be international.

“When it comes to our performance
during fiscal 2006, we have a lot to be
proud of at Wal-Mart. Our net sales
rose 9.5% to a record $312.4 billion.
Net income rose 9.4% to a record
$11.2 billion. Our earnings per share
grew double-digits from $2.41 to
$2.68 per share.”

In addition to our financial performance and these exciting changes,
we are also proud of the Company’s progress on a variety of issues that
both our associates and our customers care deeply about. First, we made
our U.S. health coverage more affordable to associates by offering a
new Value Plan. By next year, the Value Plan will be available to half of
our associates for just $11 per month. Second, we created 125,000 new
jobs in the U.S. We are especially excited about the jobs we are creating
by successfully building stores in urban areas. At a store opening this
year just outside of Chicago, we received more than 25,000 applications
for just 325 jobs. Third, we began aggressively to implement sustainable
business practices. One of the goals we set is to double the fuel efficiency of our truck fleet within 10 years. This should save us $300 million per year when fully implemented. All of this progress is good for the
working men and women we employ, the thousands of communities we
support, and the millions of customers we serve worldwide. And that’s
why it is also good for our Company and our shareholders.

“Today, we find ourselves operating
2,285 international stores, buying
products from 70 countries, and doing
20% of our business abroad. Wal-Mart’s
marketplace is clearly the world.”
For some time, more than any other company, Wal-Mart has been at
the intersection of American life. Yet today, we find ourselves operating 2,285 international stores, buying products from 70 countries, and
doing 20% of our business abroad. Wal-Mart’s marketplace is clearly the
world. And we have every reason to be optimistic about our role – both
for the opportunity it provides our Company to learn and to grow, but
also for the opportunity Wal-Mart has to continue to raise the standard
of living for people everywhere.

Wal-Mart can be – and in many cases, already is – part of the solution
to some of the most complex challenges in the world today. Just like our
U.S. stores, our international stores help working families stretch their
incomes and afford daily needs like fresh foods and quality school clothes.
And we help working families in many other meaningful ways – such as
giving an operations manager at our distribution center in Tianjin, China
the opportunity to learn logistics and supply chain management, or
creating community centers in Uttar Pradesh, India where mothers can
make their crafts in a better work environment and earn more income
for their families. This is tremendous good that Wal-Mart is doing at the
intersection of global life.
On March 17, 1992, the President of the United States presented
our founder, Sam Walton, with the Medal of Freedom. It was one of the
proudest days in his life and in the life of our Company. Accepting the
award, Mr. Sam said: “We’ll lower the cost of living for everyone, not just
in America, but we’ll give the world an opportunity to see what it’s like
to save and do better.” Sam Walton saw then what we’re making a reality
today at Wal-Mart. And to borrow just a few more of his words from that
moving day: “We think we’ve just begun.”
My thanks to all of you for your support, your service and your
patronage during the past year and in the promising years ahead.

Lee Scott
President and Chief Executive Officer
Wal-Mart Stores, Inc.

Financial Highlights
(In Millions Except Per Share Data)
Fiscal Years Ended January 31,

Net Sales
Cost of Sales
Net Income
Diluted Earnings Per Share
Long Term Debt
Return on Assets(1)
Return on Shareholders’ Equity(2)

2006
$312,427
$240,391
$ 11,231
$
2.68
$ 26,429
8.9%
22.5%

2005
$285,222
$219,793
$ 10,267
$ 2.41
$ 20,087
9.3%
22.6%

2004
$256,329
$198,747
$ 9,054
$ 2.07
$ 17,102
9.2%
21.3%

2003
$229,616
$178,299
$ 7,955
$ 1.79
$ 16,597
9.2%
20.9%

2002
$204,011
$159,097
$ 6,592
$ 1.47
$ 15,676
8.4%
19.4%

(1) Income from continuing operations before minority interest divided by average total assets.
(2) Income from continuing operations before minority interest divided by average shareholders’ equity.

13

What are these associates smiling about?
Three great businesses
Our businesses continually succeed because of dedicated frontline associates, but we also thrive thanks to so many great
individuals behind the scenes – experts in information systems, global procurement, real estate, logistics, advertising,
merchandising, accounting, recruiting – to name just some. At Wal-Mart, we know every detail counts, and we are
fortunate to have associates who take care of countless details with skill and imagination every day, all year long.

Business Units

Executives

We are intent on driving comparative store sales
by being relevant to our broad customer base and by
improving our cost structure and inventory flow
to strengthen return on investment.
Total Number of Locations: 3,289
Total FY ’06 Sales: $209.9 billion
As of January 31, 2006

Pictured left to right; Eduardo Castro-Wright, EVP,
President and CEO, Wal-Mart Stores Division U.S.,
John Menzer, Vice Chairman, Linda Dillman, EVP
Risk Management and Benefits Administration

John Menzer, Vice Chairman, responsible for U.S.

We remain committed to serving the needs of our
members – where pennies matter – by leveraging
productivity improvements and lowering expenses,
so that we can provide the products and services
they want at the lowest prices in the industry.
Total Number of Locations: 567
Total FY ’06 Sales: $39.8 billion
As of January 31, 2006

Pictured left to right; Sharon Orlopp, SVP, People,
SAM’S CLUB, Doug McMillon, EVP, President and
CEO, SAM’S CLUB, Mark Goodman, EVP, Marketing,
Membership and E-commerce, SAM’S CLUB

Our approach to ensuring continued profitable
growth includes three dimensions – new markets
with multiple formats, new store growth in existing
markets and increasing sales at existing stores.

INTERNATIONAL

Total Number of Locations: 2,285
Total FY ’06 Sales: $62.7 billion
As of January 31, 2006
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Doug McMillon, Executive Vice President, President and
Chief Executive Officer, SAM’S CLUB

Pictured left to right; Wan Ling Martello, CFO,
Wal-Mart International, Mike Duke, Vice Chairman,
Eduardo Soloranzo, President and CEO, Wal-Mart
de Mexico

Mike Duke, Vice Chairman, responsible for Wal-Mart International

“Each of our business units continues to thrive, to innovate and to bring its
customers quality products at affordable prices.”
– Lee Scott, President and Chief Executive Officer

Highlights of the year

Looking ahead

• Added 267 supercenters,
24 discount stores and 15
Neighborhood Markets;
grew sales by over $18 billion, which was an increase
of 9.4%
• Leveraged expenses in the
second half of the year, particularly wages

• Launched new creative
marketing for the holiday
season with the “Home for
the Holidays” theme
• Utilized consumer insight
– overall emphasis and
understanding of consumer
segments drove introduction
of new merchandise lines
such as Metro 7™ apparel

• Reorganized our operations
team to focus on improving
the customer experience in
our stores
• Implemented successful
Network Remix in Florida,
reducing store inventory and
enhancing shelf in-stock
• Provided exceptional, timely
logistical service to customers
and hurricane victims

Wal-Mart U.S. expects to open over 305
new, relocated or expanded units in the
fiscal year ending January 31, 2007. Our
main focuses will be to achieve double-digit
sales growth and continue to improve
return on investment as we strengthen the
customer experience.

• Added 17 new clubs and
grew sales by 7.2% over last
year to $39.8 billion
• Significantly increased the
number of PLUS members at
our premium level, by offering more services, including
up to 2% cash back on our
Discover® card for select
purchases

• Delivered solid financial
performance, growing profits
faster than sales and improving return on investment to
a four-year high
• Introduced an affordable
health insurance program
available to all members and
in all U.S. states

• Expanded our online
product offerings, most
notably office supplies
• Continued to excite members
with affordable luxuries, such
as handbags by Kate Spade®,
premium wines and 61-inch
plasma televisions

SAM’S CLUB plans to open over 30 new,
relocated or expanded clubs in the fiscal
year ending January 31, 2007. Our ongoing
commitment to small business owners and
increased attention to the personal needs of our
Advantage Members will help us accelerate sales
growth. We continue to build quality into our
affordable luxury offerings. A new emphasis on
sustainability, including eco-friendly packaging
and organic products, is fast becoming part of
our culture.

• Including acquisitions,
increased store count by
over 43% and added five
new countries to the international portfolio
• Expanded sales to $62.7 billion, an 11.4% increase over
last year
• Purchased a 33.3% interest
in Central American
Retail Holding Company
(CARHCO) operating over

360 supermarkets and
other stores throughout
Central America
• Acquired 139 hypermarkets,
supermarkets and wholesale
units in Southern Brazil,
bringing our total Brazilian
units to 295 at the end of
the year
• Acquired majority interest in
Seiyu, a Japanese retail chain
with 398 stores

• Wal-Mart de Mexico had
a great year as operating
income grew faster than
its sales increase of 13.7%
(inflation adjusted) and
comparative store sales
grew 5.8%

Wal-Mart International plans to open over 220
new, relocated or expanded stores in the fiscal
year ending January 31, 2007. We will continue to focus on our customers’ needs and
support the communities where we operate.
We will continue acquisitions where they can
add strategic value to our business.
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Smiling around the world
Wal-Mart is not just Wal-Mart around the world. In many places, we operate under
different brand names. Wal-Mart does business under 9 different traditional retail
formats: supercenters, food and drug stores, general merchandise stores, bodegas
(small markets), cash and carry stores, membership warehouse clubs, apparel stores,
soft discount stores and restaurants.

Formats
Supercenters

General merchandise stores

2,460 locations

1,500 locations

In the U.S., Mexico, Brazil, Germany, Japan, U.K., China, Argentina, South Korea
and Puerto Rico

In the U.S., Canada, Japan, Puerto Rico, U.K. and Brazil

Wal-Mart supercenter, China

Wal-Mart supercenter, U.S.

Wal-Mart, Canada

Food and drug stores

Bodegas

930 locations

189 locations

In Japan, U.K., Brazil, U.S., Mexico, Puerto Rico and China

In Mexico and Brazil

Seiyu, Japan
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Neighborhood Market, U.S.

Bodega Aurrera, Mexico

ASDA Living, U.K.

Todo Dia, Brazil

“As our global and domestic presence expands, so too, does our commitment to
support our local communities and to act as good stewards of the environment.”
– Lee Scott, President and Chief Executive Officer

Membership warehouse clubs

Apparel stores

670 locations

63 locations

In the U.S., Mexico, Brazil, Canada, China and Puerto Rico

In the U.K. and Mexico

SAM’S CLUB, U.S.

SAM’S CLUB, Brazil

George, U.K.

Suburbia, Mexico

Soft discount stores

Cash and carry stores Restaurants

33 locations

10 locations

286 locations

In Brazil and Mexico

Only in Brazil

Only in Mexico

Balaio, Brazil

Mi Bodega, Mexico

Maxxi, Brazil

VIPS, Mexico
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Eleven-year financial summary
WAL-MART

(Dollar amounts in millions except per share data)

2006

Fiscal Year Ended January 31,
Operating Results
Net sales
Net sales increase
Comparative store sales increase in the United States (1)
Cost of sales
Operating, selling, general and administrative expenses
Interest expense, net
Effective tax rate
Income from continuing operations
Net income

Per share of common stock:
Income from continuing operations, diluted
Net income, diluted
Dividends
Financial Position
Current assets of continuing operations
Inventories
Property, equipment and capital lease assets, net
Total assets of continuing operations
Current liabilities of continuing operations
Long-term debt
Long-term obligations under capital leases
Shareholders’ equity

2005

2004

$312,427
9.5%
3%
$240,391
56,733
1,172
33.4%
$ 11,231
11,231

$285,222
11.3%
3%
$219,793
51,248
986
34.7%
$ 10,267
10,267

$256,329
11.6%
4%
$198,747
44,909
832
36.1%
$ 8,861
9,054

$

$

$

2.68
2.68
0.60

$ 43,824
32,191
79,290
138,187
48,826
26,429
3,742
53,171

Financial Ratios
Current ratio
Return on assets (2)
Return on shareholders’ equity (3)

0.9
8.9%
22.5%

Other Year-End Data
Discount stores in the United States
Supercenters in the United States
SAM’S CLUBs in the United States
Neighborhood Markets in the United States
Units outside the United States

1,209
1,980
567
100
2,285

2.41
2.41
0.52

$ 38,854
29,762
68,118
120,154
43,182
20,087
3,171
49,396
0.9
9.3%
22.6%
1,353
1,713
551
85
1,587

2.03
2.07
0.36

$ 34,421
26,612
59,023
105,405
37,840
17,102
2,997
43,623
0.9
9.2%
21.3%
1,478
1,471
538
64
1,355

(1) Comparative store sales are considered to be sales at stores that were open as of February 1 of the prior fiscal year and have not been expanded or relocated since that date.
(2) Income from continuing operations before minority interest divided by average total assets.
(3) Income from continuing operations before minority interest divided by average shareholders’ equity.

Financial information for all years has been restated to reflect the
sale of McLane Company, Inc. (“McLane”) that occurred in fiscal
2004. McLane is presented as a discontinued operation. All years
have been restated for the fiscal 2004 adoption of the expense
recognition provisions of Statement of Financial Accounting
Standards No. 123, “Accounting and Disclosure of Stock-Based
Compensation.” In fiscal 2005, we adopted Statement of Financial
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Accounting Standards No. 123R, “Share-Based Payment,” which
did not result in a material impact to our financial statements.
In fiscal 2003, the Company adopted Financial Accounting
Standards Board Statement No. 142, “Goodwill and Other
Intangible Assets.” In years prior to adoption, the Company
recorded amortization expense related to goodwill.

2003

2002

2001

2000

1999

1998

1997

1996

$229,616
12.6%
5%
$178,299
39,983
927
35.2%
$ 7,818
7,955

$204,011
12.8%
6%
$159,097
35,147
1,183
36.2%
$ 6,448
6,592

$180,787
15.7%
5%
$140,720
30,822
1,196
36.5%
$ 6,087
6,235

$156,249
19.7%
8%
$121,825
26,025
840
36.8%
$ 5,394
5,324

$130,522
16.5%
9%
$102,490
21,778
598
37.4%
$ 4,240
4,397

$112,005
12.4%
6%
$ 88,163
18,831
716
37.0%
$ 3,424
3,504

$99,627
11.9%
5%
$78,897
16,437
807
36.8%
$ 2,978
3,042

$89,051
13.7%
4%
$70,485
14,547
863
36.8%
$ 2,689
2,737

$

$

$

$

$

$

$

$

1.76
1.79
0.30

$ 29,543
24,401
51,374
92,900
32,225
16,597
3,000
39,461
0.9
9.2%
20.9%
1,568
1,258
525
49
1,272

1.44
1.47
0.28

$ 26,615
22,053
45,248
81,549
26,795
15,676
3,044
35,192
1.0
8.4%
19.4%
1,647
1,066
500
31
1,154

1.36
1.39
0.24

$ 25,344
20,987
40,461
76,231
28,366
12,489
3,152
31,407

1.21
1.19
0.20

$ 23,478
19,296
35,533
68,983
25,525
13,653
3,000
25,878

0.9
8.6%
21.3%
1,736
888
475
19
1,054

$ 20,064
16,361
25,600
48,513
16,155
6,887
2,697
21,141

0.9
9.8%
22.9%
1,801
721
463
7
991

0.95
0.98
0.16

1.2
9.5%
21.4%
1,869
564
451
4
703

0.76
0.77
0.14

$ 18,589
16,005
23,237
44,221
13,930
7,169
2,480
18,519
1.3
8.5%
19.2%
1,921
441
443
–
589

0.65
0.66
0.11

$17,385
15,556
19,935
38,571
10,432
7,685
2,304
17,151
1.7
8.0%
18.7%
1,960
344
436
–
314

0.58
0.59
0.10

$16,779
15,667
18,554
36,621
10,944
8,483
2,089
14,757
1.5
7.9%
19.6%
1,995
239
433
–
276

The consolidation of The Seiyu, Ltd., had a significant impact on the
fiscal 2006 financial position amounts in this summary. The acquisition of the ASDA Group PLC and the Company’s related debt issuance
had a significant impact on the fiscal 2000 amounts in this summary.

revenue recognition as the effects of this change would not have
a material impact on this summary. The cumulative effect for this
accounting change recorded in fiscal 2000 amounted to $198 million net of tax.

Years prior to 1998 have not been restated for the effects of the
change in accounting method for SAM’S CLUB membership

Certain reclassifications have been made to prior periods to conform
to current presentations.
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Management’s Discussion and Analysis of Results of Operations
and Financial Condition
WAL-MART

Overview
Wal-Mart Stores, Inc. (“Wal-Mart” or the “Company”) is a global
retailer committed to improving the standard of living for our customers throughout the world. We earn the trust of our customers
every day by providing a broad assortment of quality merchandise
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 that our customers trust that our
prices will not change erratically under frequent promotional activity. Our focus for SAM’S CLUB is 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 year ends on January 31.
We intend for this discussion to provide the reader with information that will assist in understanding our financial statements, the
changes in certain key items in those financial statements from year
to year, and the primary factors that accounted for those changes, as
well as how certain accounting principles affect our financial statements. The discussion also provides information about the financial
results of the various segments of our business to provide a better understanding of how those segments and their results affect
the financial condition and results of operations of the Company
as a whole. This discussion should be read in conjunction with
our financial statements and accompanying notes as of January 31,
2006, and the year then ended.
Throughout this Management’s Discussion and Analysis of Results
of Operations and Financial Condition, we discuss segment operating income and comparative store sales. Segment operating
income refers to income from continuing operations before net
interest expense, income taxes and minority interest. Segment
operating income does not include unallocated corporate overhead. Comparative store sales is a measure which indicates the
performance of our existing stores by measuring the growth in
sales for such stores for a particular period over the corresponding
period in the prior year. For fiscal 2006 and prior years, we considered comparative store sales to be sales at stores that were open as
of February 1st of the prior fiscal year and had not been expanded
or relocated since that date. Stores that were expanded or relocated
during that period are not included in the calculation. Comparative
store sales is also referred to as “same-store” sales by others within
the retail industry. The method of calculating comparative store
sales varies across the retail industry. As a result, our calculation of comparative store sales is not necessarily comparable to
similarly titled measures reported by other companies. Beginning
in fiscal 2007, we changed our method of calculating comparative
store sales. These changes are described in our Current Report on
Form 8-K that we furnished to the SEC on February 2, 2006.
On May 23, 2003, we consummated the sale of McLane Company,
Inc. (“McLane”), one of our wholly-owned subsidiaries, for $1.5
billion. As a result of this sale, we classified McLane as a discontinued operation in the financial statements for fiscal 2004. McLane’s
external sales prior to the divestiture were $4.3 billion in fiscal
2004. McLane continues to be a supplier to the Company.

Operations
Our operations are comprised of three business segments: Wal-Mart
Stores, SAM’S CLUB and International.
Our Wal-Mart Stores segment is the largest segment of our business, accounting for approximately 67.2% of our fiscal 2006 net
sales. This segment consists of three traditional retail formats, all
of which are located in the United States, and Wal-Mart’s online
retail format, Walmart.com. Our traditional Wal-Mart Stores retail
formats include:
• Supercenters, which average approximately 187,000 square feet
in size and offer a wide assortment of general merchandise and a
full-line supermarket;
• Discount stores, which average approximately 102,000 square
feet in size and offer a wide assortment of general merchandise
and a limited assortment of food products; and
• Neighborhood Markets, which average approximately 42,000
square feet in size and offer a full-line supermarket and a limited
assortment of general merchandise.
Our SAM’S CLUB segment consists of membership warehouse
clubs in the United States and the segment’s online retail format,
samsclub.com. SAM’S CLUB accounted for approximately 12.7%
of our fiscal 2006 sales. Our SAM’S CLUBs in the United States
average approximately 129,000 square feet in size.
As of January 31, 2006, our International operations were
located in nine countries and Puerto Rico. Internationally, we
generated approximately 20.1% of our fiscal 2006 sales. Outside
the United States, we operate several different formats of retail
stores and restaurants, including supercenters, discount stores
and SAM’S CLUBs. Additionally, at January 31, 2006, we owned
an unconsolidated 33.3% minority interest in Central American
Retail Holding Company (“CARHCO”), a retailer operating in
five Central American countries. In February 2006, we acquired
a controlling interest in CARHCO.
The Retail Industry
We operate in the highly competitive retail industry in both the
United States and abroad. We face strong sales competition from
other discount, department, drug, variety and specialty stores and
supermarkets, many of which are national chains. Additionally, we
compete with a number of companies for prime retail site locations,
as well as in attracting and retaining quality employees (“associates”). We, along with other retail companies, are influenced by a
number of factors including, but not limited to: cost of goods, consumer debt levels, economic conditions, interest rates, customer
preferences, employment, labor costs, inflation, currency exchange
fluctuations, fuel prices, weather patterns and insurance costs. Our
SAM’S CLUB segment faces strong sales competition from other
wholesale club operators, as well as other retailers. Further information on risks to our Company can be located in Item 1A, Risk
Factors, in our Annual Report on Form 10-K for the year ended
January 31, 2006.
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Key Items in Fiscal 2006
Significant financial items during fiscal 2006 include:

Company Performance Measures
Management uses a number of metrics to assess the Company’s performance. The following are the more frequently used metrics:

• Net sales increased 9.5% from fiscal 2005 to $312.4 billion in
fiscal 2006, and net income increased 9.4% to $11.2 billion.
Foreign currency exchange rates favorably impacted sales and
operating income by $1.5 billion and $64 million, respectively,
in fiscal 2006.
• Net cash provided by operating activities was $17.6 billion for
fiscal 2006. During fiscal 2006, we repurchased $3.6 billion of
our common stock under our share repurchase program and
paid dividends of $2.5 billion. Additionally during fiscal 2006,
we issued $7.7 billion in long-term debt, repaid $2.7 billion of
long-term debt and funded a net decrease in commercial paper
of $704 million.
• Total assets increased 15.0%, to $138.2 billion at January 31,
2006, when compared to January 31, 2005. During fiscal 2006,
we made $14.6 billion of capital expenditures which was an
increase of 13.0% over capital expenditures of $12.9 billion in
fiscal 2005.
• When compared to fiscal 2005, our Wal-Mart Stores segment
experienced an 8.2% increase in operating income and a 9.4%
increase in net sales in fiscal 2006.
• SAM’S CLUB’s continued focus on our business members helped
drive an 8.2% increase in operating income on a 7.2% increase in
net sales when comparing fiscal 2006 with fiscal 2005.
• Our International segment generated a net sales and operating
income increase of 11.4% compared to fiscal 2005.

• Comparative store sales is a measure which indicates the performance of our existing stores by measuring the growth in sales for
such stores for a particular period over the corresponding period
in the prior year. Our Wal-Mart Stores segment’s comparative
store sales were 3.0% for fiscal 2006 versus 2.9% for fiscal 2005.
Our SAM’S CLUB segment’s comparative club sales were 5.0%
in fiscal 2006 versus 5.8% in fiscal 2005.
• Operating income growth greater than net sales growth has long
been a measure of success for us. For fiscal 2006, our operating
income increased by 8.4% when compared to fiscal 2005, while
net sales increased by 9.5% over the same period. Our SAM’S
CLUB segment met this target; however, the Wal-Mart Stores
segment fell short of the target, while the International segment
grew operating income at the same rate as net sales.
• Inventory growth at a rate less than that of net sales is a key
measure of our efficiency. However, our increased purchases of
imported merchandise and recent acquisition activity impact this
measure. Total inventories at January 31, 2006, were up 8.2%
over levels at January 31, 2005, and net sales were up 9.5% when
comparing fiscal 2006 with fiscal 2005. Approximately 150 basis
points of the fiscal 2006 increase in inventory was from increased
levels of imported merchandise, which carries a longer lead time,
and an additional 170 basis points was from the consolidation of
The Seiyu, Ltd. and the purchase of Sonae Distribuição Brasil S.A.
• With an asset base as large as ours, we are focused on continuing
to make certain our assets are productive. It is important for us to
sustain our return on assets. Return on assets is defined as income
from continuing operations before minority interest divided by average total assets. Return on assets for fiscal 2006, 2005 and 2004
was 8.9%, 9.3% and 9.2%, respectively. Return on assets in fiscal
2006 was impacted by acquisition activity in the fourth quarter.

Results of Operations
The Company and each of its operating segments had net sales (in millions), as follows:
2006

Fiscal Year Ended January 31,
Net sales

Percent
of total

2005
Percent
increase

Percent
of total

Percent
increase

Net sales

Percent
of total

Wal-Mart Stores
SAM’S CLUB
International

$209,910
39,798
62,719

67.2%
12.7%
20.1%

9.4%
7.2%
11.4%

$191,826
37,119
56,277

67.3%
13.0%
19.7%

10.1%
7.5%
18.3%

$174,220
34,537
47,572

68.0%
13.5%
18.5%

Total net sales

$312,427

100.0%

9.5%

$285,222

100.0%

11.3%

$256,329

100.0%

Our total net sales increased by 9.5% and 11.3% in fiscal 2006
and 2005 when compared to the previous fiscal year. Those
increases resulted from our expansion programs and comparative
store sales increases in the United States. Comparative store sales
increased 3.4% in fiscal 2006 and 3.3% in fiscal 2005. As we continue to add new stores in the United States, we do so with
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Net sales

2004

an understanding that additional stores may take sales away from
existing units. We estimate that comparative store sales in fiscal
2006, 2005 and 2004 were negatively impacted by the opening
of new stores by approximately 1% per year. We expect that this
effect of opening new stores on comparable store sales will continue during fiscal 2007 at a similar rate.

During fiscal 2006 and 2005, foreign currency exchange rates
had a $1.5 billion and $3.2 billion favorable impact, respectively,
on the International segment’s net sales, causing an increase in
the International segment’s net sales as a percentage of total net
sales relative to the Wal-Mart Stores and SAM’S CLUB segments.
Additionally, the decrease in the SAM’S CLUB segment’s net sales
as a percent of total Company sales in fiscal 2006 and 2005 when
compared to the previous fiscal years resulted from the more rapid
development of new stores in the International and Wal-Mart
Stores segments than the SAM’S CLUB segment. We expect this
trend to continue for the foreseeable future.
Our total gross profit as a percentage of net sales (our “gross margin”) was 23.1%, 22.9% and 22.5% in fiscal 2006, 2005 and
2004, respectively. Our Wal-Mart Stores and International segment
sales yield higher gross margins than our SAM’S CLUB segment.
Accordingly, the greater increases in net sales for the Wal-Mart
Stores and International segments in fiscal 2006 and 2005 had a
favorable impact on the Company’s total gross margin.
Operating, selling, general and administrative expenses (“operating expenses”) as a percentage of net sales were 18.2%, 17.9% and
17.5% for fiscal 2006, 2005 and 2004, respectively. The increase in
operating expenses as a percentage of total net sales was primarily
due to a faster rate of growth in operating expenses in our Wal-Mart
Stores and International segments, which have higher operating expenses as a percentage of segment net sales than our SAM’S
CLUB segment. Operating expenses in fiscal 2006 were higher
as a percentage of net sales because of increases in utilities, maintenance and repairs and advertising. Increases in these expenses
in fiscal 2006 were partially offset by reduced payroll costs as a
percentage of net sales. Operating expenses in fiscal 2005 were
impacted by the Wal-Mart Stores and SAM’S CLUB segments’
implementation of a new job classification and pay structure for
hourly field associates in the United States. The job classification
and pay structure, which was implemented in the second quarter
of fiscal 2005, was designed to help maintain internal equity and
external competitiveness.
Operating expenses in fiscal 2004 were impacted by the adoption of Emerging Issues Task Force Issue No. 02-16, “Accounting

by a Reseller for Cash Consideration Received from a Vendor”
(“EITF 02-16”). The adoption of EITF 02-16 resulted in an
after-tax reduction in fiscal 2004 net income of approximately
$140 million.
Interest, net, as a percentage of net sales increased from fiscal 2004
through fiscal 2006. The increase was due to higher borrowing
levels and higher interest rates during the period from fiscal 2004
through fiscal 2006. The $186-million increase in interest, net, in
fiscal 2006 consisted of a $221-million increase due to higher borrowing levels and $99 million due to higher interest rates, partially offset by a benefit from refund of IRS interest paid, reversal of
interest on income tax accruals for prior years, and reduced levels
of interest on fiscal 2006 income tax accruals. The $154-million
increase in interest, net, in fiscal 2005 consisted of a $139-million
increase due to higher borrowing levels, a $26-million decrease due
to changing interest rates and a $41-million increase in interest on
income tax accruals.
Our effective income tax rates for fiscal 2006, 2005 and 2004
were 33.4%, 34.7% and 36.1%, respectively. The fiscal 2006 rate
was less than the fiscal 2005 rate due primarily to adjustments
in deferred income taxes and resolutions of certain federal and
state tax contingencies. The fiscal 2005 rate was less than the fiscal 2004 rate due to the October 2004 passage of the Working
Families Tax-Relief Act of 2004, which retroactively extended the
work opportunity tax credit for fiscal 2005. In addition, the fiscal 2004 effective tax rate was impacted by an increase in the
deferred tax asset valuation allowance as a result of tax legislation
in Germany. This legislation required us to reevaluate the recoverability of deferred tax assets in Germany, resulting in a $150 million increase in the fiscal 2004 provision for income taxes.
In fiscal 2006, we earned net income of $11.2 billion, a 9.4%
increase over fiscal 2005. In fiscal 2005, we earned income from
continuing operations of $10.3 billion, a 15.9% increase over fiscal 2004. Net income in fiscal 2005 increased 13.4% from fiscal
2004 largely as a result of the increase in income from continuing
operations described above, net of the $193 million provided from
the discontinued operations and sale of McLane in fiscal 2004.

Wal-Mart Stores Segment
Fiscal Year

Segment Net Sales Increase
from Prior Fiscal Year

2006
2005
2004

9.4%
10.1%
10.9%

Segment Operating
Income (in millions)

$15,324
14,163
12,916

The segment net sales increases in fiscal 2006 and fiscal 2005
from the prior fiscal years resulted from comparative store sales
increases of 3.0% in fiscal 2006 and 2.9% in fiscal 2005, in addition to our expansion program. Market development strategies
in fiscal 2006 continued to put pressures on comparative stores
sales increases as new stores were opened within the trade area

Segment Operating Income
Increase from Prior Fiscal Year

8.2%
9.7%
9.1%

Operating Income as a
Percentage of Segment Sales

7.3%
7.4%
7.4%

of established stores. We have developed several initiatives to help
mitigate this pressure and to grow comparable store sales through
becoming more relevant to the customer by creating a better store
shopping experience, continual improvement in product assortment and an aggressive store upgrade program to be instituted
over the next 18 months.
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Our expansion programs consist of opening new units, converting
discount stores to supercenters, relocations that result in more
square footage, as well as expansions of existing stores. Segment
expansion during fiscal 2006 included the opening of 24 discount
stores, 15 Neighborhood Markets and 267 supercenters (including
the conversion and/or relocation of 166 existing discount stores
into supercenters). Two discount stores closed in fiscal 2006.
During fiscal 2006, our total expansion program added approximately 39 million of store square footage, an 8.6% increase. Segment
expansion during fiscal 2005 included the opening of 36 discount
stores, 21 Neighborhood Markets and 242 supercenters (including the conversion and/or relocation of 159 existing discount
stores into supercenters). Two discount stores closed in fiscal
2005. During fiscal 2005, our total expansion program added
approximately 36 million of store square footage, an 8.6% increase.
Fiscal 2006 segment operating income was down 0.1% as a percentage of segment net sales. This decrease was driven by a 4 basis
point decline in gross margin and an 8 basis point increase in operating expenses, partially offset by a slight increase in other income as
a percentage of segment net sales. This gross margin decrease from

fiscal 2005 can be attributed to the continued increase in sales of
our lower-margin food items as a percentage of total segment net
sales, rising transportation costs, and the unfavorable impact of an
adjustment to our product warranty liabilities in fiscal 2006. The
segment’s operating expenses as a percentage of segment net sales
in fiscal 2006 were higher than fiscal 2005 primarily due to expense
pressures from utilities and advertising costs.
While our fiscal 2005 segment operating income as a percentage of segment net sales was unchanged from fiscal 2004, segment gross margin and operating expenses as a percentage of
segment net sales were each up 0.4% for the year. Our gross margin improvement in fiscal 2005 can be primarily attributed to our
global sourcing effort and reductions in markdowns and shrinkage as a percentage of segment net sales for fiscal 2005 when compared to fiscal 2004. The segment’s operating expenses in fiscal
2005 as a percentage of segment net sales were higher than fiscal
2004 primarily due to expense pressures from associate wages
and accident costs. Wages primarily increased due to our new job
classification and pay structure, which was implemented in the
second quarter of fiscal 2005.

SAM’S CLUB Segment
Fiscal Year

Segment Net Sales Increase
from Prior Fiscal Year

Segment Operating
Income (in millions)

2006
2005
2004

7.2%
7.5%
8.9%

$1,385
1,280
1,126

Growth in net sales for the SAM’S CLUB segment in fiscal 2006 and
fiscal 2005 resulted from comparative club sales increases of 5.0% in
fiscal 2006 and 5.8% in fiscal 2005, along with our expansion program. Comparative club sales in fiscal 2006 increased at a slower
rate than in fiscal 2005 primarily due to lower growth rates in certain
fresh and hardline categories. The impact of fuel sales contributed
130 basis points and 121 basis points to fiscal 2006 and 2005 comparative club sales, respectively. We believe that a greater focus on
providing a quality in-club experience for our members will improve
overall sales, including sales in these categories. Segment expansion consisted of the opening of 17 new clubs in fiscal 2006 and
13 clubs in fiscal 2005. One club closed in fiscal 2006. Our total
expansion program added approximately 3 million of additional club
square footage, or 3.8%, in fiscal 2006 and approximately 3 million,
or 3.7%, of additional club square footage in fiscal 2005.
Segment operating income as a percentage of segment net sales
increased slightly in fiscal 2006 when compared to fiscal 2005. The
increase was due to an improvement in operating expenses and other
income as a percentage of segment net sales, partially offset by a
slight decrease in gross margin as a percentage of segment net sales.
Operating expenses as a percentage of segment net sales improved
primarily due to lower wage and accident costs in fiscal 2006 when
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Segment Operating Income
Increase from Prior Fiscal Year

8.2%
13.7%
10.1%

Operating Income as a
Percentage of Segment Sales

3.5%
3.4%
3.3%

compared to fiscal 2005, partially offset by the impact of increased
utility costs. The increase in other income as a percentage of segment
net sales was primarily the result of income recognized from higher
membership sales in fiscal 2006. Gross margin as a percentage of net
sales decreased due to strong sales in certain lower margin categories,
including fuel and tobacco, during fiscal 2006.
Segment operating income as a percentage of segment net sales
increased slightly in fiscal 2005 when compared to fiscal 2004
due to an improvement in gross margin, partially offset by an
increase in operating expenses as a percentage of segment net sales
and the impact of the adoption of EITF 02-16 in fiscal 2004. The
improvement in gross margin was primarily a result of strong sales
in higher margin categories. Operating expenses as a percentage
of segment net sales increased due to higher wage costs resulting from our new job classification and pay structure, which was
implemented in the second quarter of fiscal 2005. The adoption
of EITF 02-16 resulted in a decrease to the segment’s operating
income in fiscal 2004 of $44 million.

International Segment
Fiscal Year

Segment Net Sales Increase
from Prior Fiscal Year

Segment Operating
Income (in millions)

2006
2005
2004

11.4%
18.3%
16.6%

$3,330
2,988
2,370

At January 31, 2006, our International segment was comprised of
wholly-owned operations in Argentina, Brazil, Canada, Germany,
South Korea, Puerto Rico and the United Kingdom, the operation
of joint ventures in China and the operations of majority-owned
subsidiaries in Japan and Mexico.
The fiscal 2006 increase in the International segment’s net sales primarily resulted from improved operating execution, our international
expansion program and the impact of changes in foreign currency
exchange rates. In fiscal 2006, the International segment opened 698
units, net of relocations and closings, which added 52 million, or
39.2%, of additional unit square footage. This includes the acquisition
of Sonae Distribuição Brasil S.A. (“Sonae”) in Southern Brazil, which
added 139 stores and 11 million square feet in December 2005,
and the consolidation of The Seiyu, Ltd. in Japan, which added 398
stores and 29 million square feet in December 2005. Additionally,
the impact of changes in foreign currency exchange rates favorably
affected the translation of International segment sales into U.S.
dollars by an aggregate of $1.5 billion in fiscal 2006.
The fiscal 2005 increase in the International segment’s net sales
primarily resulted from improved operating execution, our international expansion program and the impact of foreign currency
exchange rate changes. In fiscal 2005, the International segment
opened 232 units, net of relocations and closings, which added
18 million, or 15.6%, of additional unit square footage. This
includes the acquisition of Bompreço S.A. Supermercados do
Nordeste in Brazil, which added 118 stores and approximately
8 million square feet in February 2004. Additionally, the impact
of changes in foreign currency exchange rates favorably affected
the translation of International segment sales into U.S. dollars by
an aggregate of $3.2 billion in fiscal 2005.
Fiscal 2006 sales at our United Kingdom subsidiary, ASDA, were
42.7% of the International segment net sales. Sales for ASDA
included in our consolidated income statement during fiscal 2006,
2005, and 2004 were $26.8 billion, $26.0 billion, and $21.7 billion, respectively.
While fiscal 2006 International segment operating income as a
percentage of segment net sales was unchanged from fiscal 2005,
segment gross margin was up 0.5%. This improvement in segment
gross margin was offset by an increase in operating expenses and a
decrease in other income, both as a percentage of segment net sales.
The International segment’s improvement in gross margin is primarily due to a favorable shift in the mix of products sold toward
general merchandise categories which carry a higher margin. The
0.3% increase in operating expenses was driven primarily by
increased advertising, utility and insurance expenditures. Other
income declined 0.2% in fiscal 2006 primarily due to a reduction

Segment Operating Income
Increase from Prior Fiscal Year

Operating Income as a
Percentage of Segment Sales

11.4%
26.1%
18.6%

5.3%
5.3%
5.0%

in current year rental income in Canada and a payroll tax recovery
in Mexico in fiscal 2005. Fiscal 2006 operating income includes a
favorable impact of $64 million from changes in foreign currency
exchange rates.
The fiscal 2005 increase in segment operating income as a percentage of segment net sales compared with fiscal 2004 resulted primarily from a 0.3% improvement in gross margin. The improvement
in gross margin was due to a favorable shift in the mix of products
sold toward general merchandise categories. Fiscal 2005 operating
income includes a favorable impact of $150 million from changes
in foreign currency exchange rates.
Future financial results for our foreign operations could be affected
by factors such as changes in foreign currency exchange rates,
weak economic conditions, changes in tax law and government
regulations in the foreign markets in which we operate.
Liquidity and Capital Resources
Overview
Cash flows provided by operating activities supply us with a significant source of liquidity. Our cash flows from operating activities were $17.6 billion in fiscal 2006 compared with $15.0 billion
in fiscal 2005. The increase in cash flows provided by operating
activities was primarily attributable to improved income from operations and improved inventory management resulting in accounts
payable growing at a faster rate than inventory.
Our cash flows from operating activities of continuing operations
were $15.0 billion in fiscal 2005, compared with $15.9 billion in
fiscal 2004. This decrease was primarily attributable to differences
in the timing of payroll, income and other taxes, supplier payments
and the timing of the collection of receivables in fiscal 2005 compared with fiscal 2004.
In fiscal 2006, we paid dividends of $2.5 billion, made $14.6 billion in capital expenditures, paid $3.6 billion to repurchase shares
of our common stock, received $7.7 billion from the issuance of
long-term debt, repaid $2.7 billion of long-term debt and repaid
$704 million of commercial paper (net of issuances).
Working Capital
Current liabilities exceeded current assets at January 31, 2006, by
$5.0 billion, an increase of $622 million from January 31, 2005.
Our ratio of current assets to current liabilities was 0.9 to 1 at
January 31, 2006 and 2005. At January 31, 2006, we had total
assets of $138.2 billion compared with total assets of $120.2 billion at January 31, 2005.
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Company Share Repurchase Program
From time to time, we repurchase shares of our common stock
under a $10.0 billion share repurchase program authorized by our
Board of Directors in September 2004. During the first half of fiscal
2006, we repurchased $3.6 billion of shares under this repurchase
program. No shares of our common stock were repurchased under
this program in the third or fourth quarters of fiscal 2006. During
fiscal 2005, we repurchased $4.5 billion of shares under the current and past authorizations. At January 31, 2006, approximately
$6.1 billion of additional shares may be repurchased under the
current authorization.

to make share repurchases, including among other things, our
current cash needs, the ratio of our debt to our total capitalization,
our cost of borrowings, and the market price of the stock.

There is no expiration date for or other restriction limiting the
period over which we can make our share repurchases under the
program, which will expire only when and if we have repurchased
$10.0 billion of our shares under the program. Under the program,
repurchased shares are constructively retired and returned to
unissued status. We consider several factors in determining when

On March 2, 2006, the Company’s Board of Directors approved an
increase in annual dividends to $0.67 per share. The annual dividend will be paid in four quarterly installments on April 3, 2006,
June 5, 2006, September 5, 2006, and January 2, 2007 to holders
of record on March 17, May 19, August 18 and December 15,
2006, respectively.

Common Stock Dividends
We paid dividends totaling approximately $2.5 billion or $0.60
per share in fiscal 2006. The dividends paid in fiscal 2006 represent a 15.4% increase over fiscal 2005. The fiscal 2005 dividend
of $0.52 per share represented a 44.4% increase over fiscal 2004.
We have increased our dividend every year since the first dividend
was declared in March 1974.

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,

(In millions)

Total

2007

2008-2009

2010-2011

Thereafter

$31,024
3,754
6,380

$ 4,595
3,754
592

$ 6,178
–
1,138

$ 7,516
–
1,040

$ 12,735
–
3,610

9,683
14,823
5,296
2,593
2,800
19,872

797
1,419
5,296
2,593
2,800
10,519

1,461
2,374
–
–
–
9,023

1,220
1,848
–
–
–
218

6,205
9,182
–
–
–
112

Total commercial commitments

$96,225

$32,365

$20,174

$11,842

$31,844

Purchase obligations include all legally binding contracts such
as firm commitments for inventory purchases, 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 agreements.
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. Our 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 may be different depending on the
timing of receipt of goods or services or changes to agreed-upon
amounts for some obligations.

Recorded Contractual Obligations
Long-term debt
Commercial paper
Capital lease obligations
Unrecorded Contractual Obligations:
Non-cancelable operating leases
Interest on long-term debt
Undrawn lines of credit
Trade letters of credit
Standby letters of credit
Purchase obligations
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Off 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, 2006, the aggregate termination payment
was $89 million. These two arrangements 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 $233 million upon termination of some
or all of these agreements.
There are no recourse provisions which would enable us to
recover from third parties any amounts paid under the above
guarantees. No liability for these guarantees has been recorded
in our financial statements.
The Company has entered into lease commitments for land and
buildings for 60 future locations. These lease commitments with real
estate developers provide for minimum rentals ranging from five to
35 years, which, if consummated based on current cost estimates,
will approximate $95 million annually over the lease terms.
Capital Resources
During fiscal 2006, we issued $7.7 billion of long-term debt. The
net proceeds from the issuance of such long-term debt were used
to repay outstanding commercial paper indebtedness and for other
general corporate purposes.
At January 31, 2006 and 2005, the ratio of our debt to our total
capitalization was 42% and 39%, respectively. The fiscal 2006 consolidation of Seiyu and purchase of Sonae increased our debt to
total capitalization at January 31, 2006, by 2.5 percentage points.
Our objective is to maintain a debt to total capitalization ratio
averaging approximately 40%.
Management believes that cash flows from operations and proceeds from the sale of commercial paper will be sufficient to
finance any seasonal buildups in merchandise inventories and
meet other cash requirements. If our operating cash flows are not
sufficient to pay dividends and to fund our capital expenditures,
we anticipate funding any shortfall in these expenditures with a
combination of commercial paper and long-term debt. We plan
to refinance existing long-term debt as it matures and may desire
to obtain additional long-term financing for other corporate purposes. We anticipate no difficulty in obtaining long-term financing
in view of our credit rating and favorable experiences in the debt
market in the recent past. The following table details the ratings of
the credit rating agencies that rated our outstanding indebtedness
at January 31, 2006.
Rating agency
Standard and Poor’s
Moody’s Investors Service
Fitch Ratings
Dominion Bond Rating Service

Commercial paper
A-1+
P-1
F1+
R-1(middle)

Long-term debt
AA
Aa2
AA
AA

In February 2006, we entered into a £150 million revolving credit
facility in the United Kingdom. Interest on borrowings under the
credit facility accrues at LIBOR plus 25 basis points.
Future Expansion
Capital expenditures for fiscal 2007 are expected to be approximately $17.5 billion, including additions of capital leases. These
fiscal 2007 expenditures will include the construction of 20 to 30
new discount stores, 270 to 280 new supercenters (with relocations or expansions accounting for approximately 160 of those
supercenters), 15 to 20 new Neighborhood Markets, 30 to 40 new
SAM’S CLUBs (with relocations or expansions accounting for 20 of
those SAM’S CLUBs) and 220 to 230 new units in our International
segment (with relocations or expansions accounting for approximately 35 of those units). We plan to finance this expansion, and
any acquisitions of other operations that we may make during fiscal
2007, primarily out of cash flows from operations.
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 foreign currency exchange rates.
The analysis presented for each of our market risk sensitive instruments is based on a 10% change in interest or foreign 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 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, 2006 and 2005, we had $31.0 billion and
$23.8 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 4.79% and
4.08% at January 31, 2006 and 2005, respectively. A hypothetical 10% increase in interest rates in effect at January 31, 2006
and 2005, would have increased annual interest expense on borrowings outstanding at those dates by $48 million and $25 million, respectively.
At January 31, 2006 and 2005, we had $3.8 billion of outstanding commercial paper obligations. The rate, including fees, on
these obligations at January 31, 2006 and 2005, was 3.9% and
2.9%, respectively. A hypothetical 10% increase in commercial
paper rates in effect at January 31, 2006 and 2005, would have
increased annual interest expense on the outstanding balances on
those dates by $14 million and $11 million, respectively.
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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 approximately 50% 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 fixedinterest rate payments periodically over the life of the instruments.
The aggregate fair value of these swaps was a gain of approximately
$133 million and $472 million at January 31, 2006 and 2005,
respectively. A hypothetical increase (or decrease) of 10% in interest rates from the level in effect at January 31, 2006, would result
in a (loss) or gain in value of the swaps of ($103 million) or $104
million, respectively. A hypothetical increase (or decrease) of 10%
in interest rates from the level in effect at January 31, 2005, would
result in a (loss) or gain in value of the swaps of ($123 million) or
$126 million, respectively.
We hold currency swaps to hedge the foreign currency exchange
component of our net investments in the United Kingdom and
Japan. In addition, we hold a cross-currency swap which hedges
the foreign currency risk of debt denominated in currencies other
than the local currency. The aggregate fair value of these swaps at
January 31, 2006 and 2005, was a loss of $244 million and $169
million, respectively. A hypothetical 10% increase (or decrease) in
the foreign currency exchange rates underlying these swaps from
the market rate would result in a (loss) or gain in the value of the
swaps of ($96 million) and $78 million at January 31, 2006, and
($90 million) and $71 million at January 31, 2005. A hypothetical
10% change in interest rates underlying these swaps from the market rates in effect at January 31, 2006 and 2005, would have an
insignificant impact on the value of the swaps.
In addition to currency swaps, we have designated debt of approximately £2.0 billion as of January 31, 2006 and 2005, as a hedge of
our net investment in the United Kingdom. At January 31, 2006,
a hypothetical 10% increase (or decrease) in value of the U.S. dollar relative to the British pound would result in a gain (or loss) in
the value of the debt of $359 million. At January 31, 2005, a hypothetical 10% increase (or decrease) in value of the U.S. dollar relative to the British pound would result in a gain (or loss) in the value
of the debt of $380 million. In addition, we have designated debt
of approximately ¥87.1 billion as of January 31, 2006 as a hedge of
our net investment in Japan. At January 31, 2006, a hypothetical
10% increase (or decrease) in value of the U.S. dollar relative to
the Japanese yen would result in a gain (or loss) in the value of
the debt of $75 million.
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 terminology. 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.
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Management continually reviews its 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 lastin, first-out (“LIFO”) method for substantially all merchandise
inventories in the United States, except SAM’S CLUB merchandise
and merchandise in our distribution warehouses, which is based on
the cost 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 cost-to-retail ratio is based
on the fiscal year purchase activity. 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 margin recognized. Judgments made
include the recording of markdowns used to sell through inventory and shrinkage. Markdowns designated for clearance activity
are recorded at the time of the decision rather than at the point of
sale, when management determines the salability of inventory has
diminished. Factors considered 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 each quarter for the estimated annual effect of inflation, and these estimates
are adjusted to actual results determined at year-end. Our LIFO
provision is calculated based on inventory levels, markup rates and
internally generated retail price indices except for grocery items,
for which we use a consumer price index. At January 31, 2006
and 2005, 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.
Historically, shrinkage has not been volatile.
Impairment of Assets
We evaluate long-lived assets other than goodwill for indicators of
impairment whenever events or changes in circumstances indicate
their carrying values may not be recoverable. Management’s judgments regarding the existence of impairment indicators are based on
market conditions and our operational performance, such as operating income and cash flows. The variability of these factors depends
on a number of conditions, including uncertainty about future
events, and thus our accounting estimates may change from period

to period. These factors could cause management to conclude 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 writedown of the
long-lived assets.
Goodwill is not amortized, but is evaluated for impairment annually or whenever events or changes in circumstances indicate that
the value of certain goodwill 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 discounted cash flows that incorporate the
impact of existing Company businesses. Historically, the Company
has generated sufficient returns to recover the cost of goodwill and
other 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. We establish reserves when, despite our belief that our tax
return positions are fully supportable, we believe that certain
positions may be successfully challenged. When facts and circumstances change, we adjust these reserves through our provision
for income taxes.
Self-Insurance
We use a combination of insurance, self-insured retention and
self-insurance for a number of risks, including, without limitation, workers’ compensation, general liability, vehicle liability and
the Company’s portion of employee-related health care benefits.
Liabilities associated with the risks that we retain are estimated
in part 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
workers’ compensation and liability, a 1% increase or decrease to
the assumptions for claims costs and loss development factors
would increase or decrease our self-insurance accrual by $23 million and $62 million, respectively.
For a summary of our significant accounting policies, please see
Note 1 to our consolidated financial statements that appear after
this discussion.
Forward-Looking Statements
This Annual Report contains statements that Wal-Mart believes
are “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995. Those statements are intended to enjoy the protection of the safe harbor for

forward-looking statements provided by that Act. These forward-looking statements include statements under the caption
“Results of Operations” regarding the effect of the opening of new
stores on existing stores’ sales and the trend in the percentages
that the net sales of certain of our business segments represent
of our total net sales, under the caption “SAM’S CLUB Segment”
regarding the improvement in net sales in the SAM’S CLUB
Segment and under the caption “Liquidity and Capital Resources”
in Management’s Discussion and Analysis of Financial Condition
and Results of Operations with respect to our capital expenditures,
our ability to fund certain cash flow shortfalls by the sale of commercial paper and long-term debt securities, our ability to sell our
long-term securities and our anticipated reasons for repurchasing
shares of our common stock. These statements are identified by the
use of the words “anticipate,” “believe,” “contemplate,” “expect,”
“plan,” and other, similar words or phrases. Similarly, descriptions
of our objectives, strategies, plans, goals or targets are also forwardlooking statements. These statements discuss, among other things,
expected growth, future revenues, future cash flows, future capital
expenditures, future performance and the anticipation and expectations of Wal-Mart and its management as to future occurrences
and trends. These forward-looking statements are subject to certain factors, in the United States and internationally, that could
affect our financial performance, business strategy, plans, goals and
objectives. Those factors include the cost of goods, labor costs, the
cost of fuel and electricity, the cost of healthcare benefits, insurance costs, catastrophic events, competitive pressures, inflation,
accident-related costs, consumer buying patterns and debt levels,
weather patterns, transport of goods from foreign suppliers, currency exchange fluctuations, trade restrictions, changes in tariff and
freight rates, changes in tax and other laws and regulations that
affect our business, the outcome of legal proceedings to which
we are a party, unemployment levels, interest rate fluctuations,
changes in employment legislation and other capital market, economic and geo-political conditions. 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 unanticipated 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 and results of operations,
in other of our filings with 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, 2006, with the SEC on or about March 29,
2006. Actual results may materially differ from anticipated results
described or implied in these forward-looking statements as a result
of changes in facts, assumptions not being realized or other circumstances. You are urged to consider all of these risks, uncertainties
and other factors carefully in evaluating the forward-looking statements. The forward-looking statements included in this Annual
Report are made 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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(Amounts in millions except per share data)

2006

2005

2004

$312,427
3,227

$285,222
2,910

$256,329
2,352

315,654

288,132

258,681

240,391
56,733

219,793
51,248

198,747
44,909

18,530

17,091

15,025

Fiscal Year Ended January 31,
Revenues:
Net sales
Other income, net
Costs and expenses:
Cost of sales
Operating, selling, general and administrative expenses
Operating income
Interest:
Debt
Capital leases
Interest income

1,171
249
(248)

934
253
(201)

729
267
(164)

Interest, net

1,172

986

832

17,358

16,105

14,193

5,932
(129)

5,326
263

4,941
177

5,803

5,589

5,118

Income from continuing operations before
minority interest
Minority interest

11,555
(324)

10,516
(249)

9,075
(214)

Income from continuing operations
Income from discontinued operation, net of tax

11,231
–

10,267
–

8,861
193

Net income

$ 11,231

$ 10,267

$

9,054

Basic net income per common share:
Income from continuing operations
Income from discontinued operation

$

2.68
–

$

2.41
–

$

2.03
0.05

$

2.68

$

2.41

$

2.08

$

2.68
–

$

2.41
–

$

2.03
0.04

$

2.68

$

2.41

$

2.07

Income from continuing operations before income
taxes and minority interest
Provision for income taxes:
Current
Deferred

Basic net income per common share
Diluted net income per common share:
Income from continuing operations
Income from discontinued operation

Diluted net income per common share
Weighted-average number of common shares:
Basic
Diluted
Dividends per common share

See accompanying notes.
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4,183
4,188
$

0.60

4,259
4,266
$

0.52

4,363
4,373
$

0.36
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(Amounts in millions except per share data)

2006

January 31,
Assets
Current assets:
Cash and cash equivalents
Receivables
Inventories
Prepaid expenses and other

$

16,643
56,163
22,750
1,746

14,472
46,574
21,461
1,530

97,302
21,427

84,037
18,637

75,875

65,400

5,578
2,163

4,556
1,838

3,415
12,188
2,885

2,718
10,803
2,379

$138,187

$120,154

$

$

Property and equipment, net
Property under capital lease:
Property under capital lease
Less accumulated amortization
Property under capital lease, net
Goodwill
Other assets and deferred charges

Total current liabilities
Long-term debt
Long-term obligations under capital leases
Deferred income taxes and other
Minority interest

5,488
1,715
29,762
1,889
38,854

Property and equipment, at cost
Less accumulated depreciation

Liabilities and shareholders’ equity
Current liabilities:
Commercial paper
Accounts payable
Accrued liabilities
Accrued income taxes
Long-term debt due within one year
Obligations under capital leases due within one year

$

43,824

Total current assets
Property and equipment, at cost:
Land
Buildings and improvements
Fixtures and equipment
Transportation equipment

Total assets

6,414
2,662
32,191
2,557

2005

3,754
25,373
13,465
1,340
4,595
299

3,812
21,987
12,120
1,281
3,759
223

48,826

43,182

26,429
3,742
4,552
1,467

20,087
3,171
2,978
1,340

–

–

417
2,596
1,053
49,105

423
2,425
2,694
43,854

53,171

49,396

$138,187

$120,154

Commitments and contingencies
Shareholders’ equity:
Preferred stock ($0.10 par value; 100 shares authorized, none issued)
Common stock ($0.10 par value; 11,000 shares authorized, 4,165 and 4,234
issued and outstanding at January 31, 2006 and January 31, 2005, respectively)
Capital in excess of par value
Accumulated other comprehensive income
Retained earnings
Total shareholders’ equity
Total liabilities and shareholders’ equity

See accompanying notes.
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(Amounts in millions except per share data)

Balance – January 31, 2003
Comprehensive income:
Net income from continuing operations
Net income from discontinued operation
Other comprehensive income:
Foreign currency translation
Net unrealized depreciation of derivatives
Minimum pension liability
Total comprehensive income
Cash dividends ($0.36 per share)
Purchase of Company stock
Stock options exercised and other
Balance – January 31, 2004
Comprehensive income:
Net income from continuing operations
Other comprehensive income:
Foreign currency translation
Net unrealized depreciation of derivatives
Minimum pension liability

Total comprehensive income
Cash dividends ($0.52 per share)
Purchase of Company stock
Stock options exercised and other
Balance – January 31, 2005
Comprehensive income:
Net income from continuing operations
Other comprehensive income:
Foreign currency translation
Net unrealized depreciation of derivatives
Minimum pension liability
Total comprehensive income
Cash dividends ($0.60 per share)
Purchase of Company stock
Stock options exercised and other
Balance – January 31, 2006

See accompanying notes.
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Number
of Shares

Common
Stock

4,395

$ 440

Capital in
Excess of
Par Value

$ 1,954

Accumulated
Other
Comprehensive
Income

$ (509)

Retained
Earnings

$ 37,576 $ 39,461
8,861
193

1,685
(341)
16

(92)
8
4,311

(9)
431

(182)
363
2,135

851

4,234

(8)

(1,569)
(4,855)

10,414
(1,569)
(5,046)
363

40,206

43,623

10,267

10,267

423

2,425

2,130
(194)
(93)
(2,214)
(4,405)

(136)
426
2,694

(7)
1

(104)
275

4,165

$417

$2,596

49,396

11,231

11,231
(1,920)
228
51

(2,511)
(3,469)
$1,053

12,110
(2,214)
(4,549)
426

43,854

(1,920)
228
51

(74)
5

8,861
193
1,685
(341)
16

2,130
(194)
(93)

(81)
4

Total

9,590
(2,511)
(3,580)
276

$49,105 $53,171

Consolidated Statements of Cash Flows
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(Amounts in millions)

Fiscal Year Ended January 31,
Cash flows from operating activities
Income from continuing operations
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Deferred income taxes
Other operating activities
Changes in certain assets and liabilities, net of effects of acquisitions:
Decrease (increase) in accounts receivable
Increase in inventories
Increase in accounts payable
Increase in accrued liabilities

2006

2005

2004

$ 11,231

$ 10,267

$ 8,861

4,717
(129)
620

4,264
263
378

3,852
177
173

(456)
(1,733)
2,390
993

(304)
(2,494)
1,694
976

373
(1,973)
2,587
1,896

Net cash provided by operating activities of continuing operations
Net cash provided by operating activities of discontinued operation

17,633
–

15,044
–

15,946
50

Net cash provided by operating activities

17,633

15,044

15,996

Cash flows from investing activities
Payments for property and equipment
Investment in international operations, net of cash acquired
Proceeds from the disposal of fixed assets
Proceeds from the sale of McLane
Other investing activities

(14,563)
(601)
1,049
–
(68)

(12,893)
(315)
953
–
(96)

(10,308)
(38)
481
1,500
78

Net cash used in investing activities of continuing operations
Net cash used in investing activities of discontinued operation

(14,183)
–

(12,351)
–

(8,287)
(25)

Net cash used in investing activities

(14,183)

(12,351)

(8,312)

Cash flows from financing activities
Increase (decrease) in commercial paper
Proceeds from issuance of long-term debt
Purchase of Company stock
Dividends paid
Payment of long-term debt
Payment of capital lease obligations
Other financing activities

(704)
7,691
(3,580)
(2,511)
(2,724)
(245)
(349)

544
5,832
(4,549)
(2,214)
(2,131)
(204)
113

688
4,099
(5,046)
(1,569)
(3,541)
(305)
111

Net cash used in financing activities

(2,422)

(2,609)

(5,563)

Effect of exchange rate changes on cash

(102)

205

320

926
5,488

289
5,199

2,441
2,758

Cash and cash equivalents at end of year

$ 6,414

$ 5,488

$ 5,199

Supplemental disclosure of cash flow information
Income tax paid
Interest paid
Capital lease obligations incurred

$ 5,962
1,390
286

$ 5,593
1,163
377

$ 4,538
1,024
252

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

See accompanying notes.
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1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidation
The consolidated financial statements include the accounts of
Wal-Mart Stores, Inc. and its subsidiaries (“Wal-Mart” or the
“Company”). Significant intercompany transactions have been
eliminated in consolidation. Investments in which the Company
has a 20 percent to 50 percent voting interest and where the
Company exercises significant influence over the investee are
accounted for using the equity method.
The Company’s operations in Argentina, Brazil, China, Germany,
Japan, Mexico, South Korea 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 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 Wal-Mart is the
primary beneficiary of those entities’ operations. The assets, liabilities and results of operations of these entities are not material to
the Company.

Capitalized Interest
Interest costs capitalized on construction projects were $157 million, $120 million, and $144 million in fiscal 2006, 2005 and
2004, respectively.

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 2448 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. Amounts due from banks
for these transactions classified as cash totaled $575 million and
$549 million at January 31, 2006 and 2005, respectively.

Long-Lived Assets
Long-lived assets are stated at cost. Management reviews longlived assets for indicators of impairment whenever events or
changes in circumstances indicate that the carrying value may not
be recoverable. The evaluation is performed at the lowest level of
identifiable cash flows, which is typically at the individual store
level. Cash flows expected to be generated by the related assets
are estimated over the asset’s useful life based on updated projections. If the evaluation indicates that the carrying amount of the
asset may not be recoverable, any potential impairment is measured based on a projected discounted cash flow method using a
discount rate that is considered to be commensurate with the risk
inherent in the Company’s current business model.

Receivables
Accounts receivable consist primarily of receivables from insurance
companies resulting from our pharmacy sales, receivables from
suppliers for marketing or incentive programs, receivables from
real estate transactions and receivables from property insurance
claims. Additionally, amounts due from banks for customer credit
card, debit card and EBT transactions that take in excess of seven
days to process are classified as accounts receivable.
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 merchandise inventories in the United States, except SAM’S CLUB
merchandise and merchandise in our distribution warehouses,
which is based on the cost LIFO method. Inventories of foreign
operations are primarily valued by the retail method of accounting, using the first-in, first-out (“FIFO”) method. At January 31,
2006 and 2005, our inventories valued at LIFO approximate
those inventories as if they were valued at FIFO.
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Financial Instruments
The Company uses derivative financial instruments for purposes
other than trading to manage its exposure to interest and foreign exchange rates, as well as to maintain an appropriate mix of
fixed and floating-rate debt. Contract terms of a hedge instrument
closely mirror those of the hedged item, providing a high degree
of risk reduction and correlation. Contracts that are effective at
meeting the risk reduction and correlation criteria are recorded
using hedge accounting. If a derivative instrument is a hedge,
depending on the nature of the hedge, changes in the fair value of
the instrument will either be offset against the change in fair value
of the hedged assets, liabilities or firm commitments through
earnings or recognized in other comprehensive income until the
hedged item is recognized in earnings. The ineffective portion of
an instrument’s change in fair value will be immediately recognized in earnings. Instruments that do not meet the criteria for
hedge accounting, or contracts for which the Company has not
elected hedge accounting, are marked to fair value with unrealized
gains or losses reported in earnings during the period of change.

Goodwill and Other Acquired Intangible Assets
Goodwill is not amortized; rather it is evaluated for impairment
annually or whenever events or changes in circumstances indicate that the value of certain goodwill may be impaired. Other
acquired intangible assets are amortized on a straight-line basis
over the periods that expected economic benefits will be provided.
These evaluations are based on discounted cash flows and incorporate the impact of existing Company businesses. The analyses
require significant management judgment to evaluate the capacity
of an acquired business to perform within projections. Historically,
the Company has generated sufficient returns to recover the cost
of the goodwill and other intangible assets.

Goodwill is recorded on the balance sheet in the operating segments as follows (in millions):

January 31,
International
SAM’S CLUB
Total goodwill

2006

2005

$11,883
305

$10,498
305
$10,803

$12,188

The fiscal 2006 consolidation of The Seiyu, Ltd. and acquisition
of Sonae Distribuição Brasil S.A. and the fiscal 2005 acquisition of
Bompreço S.A. Supermercados do Nordeste resulted in increases
to goodwill. In addition, changes in the International segment’s
goodwill result from foreign currency exchange rate fluctuations.
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 is
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. If significant expenditures are made for
leasehold improvements late in the expected term of a lease, judgment is applied to determine if the leasehold improvements have a
useful life that extends beyond the original expected lease term or
if the leasehold improvements have a useful life that is bound by
the end of the original expected lease term.
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.
Foreign Currency Translation
The assets and liabilities of all foreign subsidiaries are translated
using exchange rates at the balance sheet date. The income statements of foreign subsidiaries are translated using average exchange
rates. Related translation adjustments are recorded as a component of accumulated other comprehensive income.
Revenue Recognition
The Company recognizes sales revenue net of estimated sales
returns at the time it sells merchandise to the customer, except
for layaway transactions. The Company recognizes revenue from
layaway transactions when the customer satisfies all payment
obligations and takes possession of the merchandise. Customer
purchases of Wal-Mart and SAM’S CLUB shopping cards are not
recognized as revenue until the card is redeemed and the customer purchases merchandise by using the shopping card.

SAM’S CLUB Membership Fee Revenue Recognition
The Company recognizes SAM’S CLUB membership fee revenues
both in the United States and internationally over the term of the
membership, which is 12 months. The following table details
unearned revenues, membership fees received from members and
the amount of revenues recognized in earnings for each of the fiscal years 2006, 2005 and 2004 (in millions):
Fiscal Year Ended January 31,
Deferred membership fee revenue,
beginning of year
Membership fees received
Membership fee revenue recognized
Deferred membership fee revenue,
end of year

2006

2005

2004

$ 458
940
(908)

$ 449
890
(881)

$ 437
840
(828)

$ 490

$ 458

$ 449

SAM’S CLUB membership revenue is included in other income, net
in the revenues section of the Consolidated Statements of Income.
The Company’s deferred membership fee revenue is included
in accrued liabilities in the Consolidated Balance Sheets. The
Company’s analysis of historical membership fee refunds indicates
that such refunds have been nominal. Accordingly, no reserve
existed for membership fee refunds at January 31, 2006 and 2005.
Cost of Sales
Cost of sales includes actual product cost, change in inventory,
the cost of transportation to the Company’s warehouses 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.
Payments from Suppliers
Wal-Mart receives money from suppliers for various programs, primarily volume incentives, warehouse allowances and reimbursements for specific programs such as markdowns, margin protection
and advertising. Substantially all allowances are accounted for
as a reduction of purchases and recognized in our Consolidated
Statements of Income when the related inventory is sold.
Operating, Selling, General and Administrative Expenses
Operating, selling, general and administrative expenses include all
operating costs of the Company that are not related to the transportation of products from the supplier to the warehouse or from the
warehouse to the store. Additionally, the cost of warehousing and
occupancy for our Wal-Mart Stores segment distribution facilities are
included in operating, selling, general and administrative expenses.
Because we do not include the cost of our Wal-Mart Stores segment distribution facilities in cost of sales, our gross profit and gross
margin may not be comparable to those of other retailers that may
include all costs related to their distribution facilities in costs of sales
and in the calculation of gross profit and gross margin.
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Advertising Costs
Advertising costs are expensed as incurred and were $1.6 billion,
$1.4 billion and $966 million in fiscal 2006, 2005 and 2004,
respectively. Advertising costs consist primarily of print and television advertisements.
Pre-Opening Costs
The costs of start-up activities, including organization costs and
new store openings, are expensed as incurred.
Share-Based Compensation
The Company recognizes expense for its share-based compensation
based on the fair value of the awards that are granted. The fair value
of stock options is estimated at the date of grant using the BlackScholes-Merton option valuation model which was developed for
use in estimating the fair value of exchange traded options that have
no vesting restrictions and are fully transferable. Option valuation
methods require the input of highly subjective assumptions, including the expected stock price volatility. Measured compensation cost
is recognized ratably over the vesting period of the related sharebased compensation award.
Share-based compensation awards that may be settled in cash are
accounted for as liabilities and marked to market each period.
Insurance/Self-Insurance
The Company uses a combination of insurance, self-insured retention and self-insurance for a number of risks, including, without
limitation, workers’ compensation, general liability, vehicle liability
and the Company-funded portion of employee-related health care
benefits. Liabilities associated with these risks are estimated in part
by considering historical claims experience, demographic factors,
frequency and severity factors and other actuarial assumptions.
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 capital leases for fiscal years 2006, 2005
and 2004 was $4.7 billion, $4.3 billion and $3.9 billion, respectively. For income tax purposes, accelerated methods of depreciation are used with recognition of deferred income taxes for the
resulting temporary differences. Leasehold improvements are depreciated over the shorter of the estimated useful life of the asset or the
remaining lease term. Estimated useful lives for financial statement
purposes are as follows:
Buildings and improvements
Fixtures and equipment
Transportation equipment

5 – 50 years
3 – 12 years
3 – 15 years

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 statement 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.
In determining the quarterly provision for income taxes, the
Company uses an annual effective tax rate based on expected
annual income and statutory tax rates. The effective tax rate also
reflects the Company’s assessment of the ultimate outcome of tax
audits. Significant discrete items are separately recognized in the
income tax provision in the quarter in which they occur.
The determination of the Company’s 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. Reserves are established when, despite management’s
belief that the Company’s tax return positions are fully supportable,
management believes that certain positions may be successfully
challenged. When facts and circumstances change, these reserves
are adjusted through the provision for income taxes.
Net Income Per Common Share
Basic net income per common share is based on the weightedaverage outstanding common shares. Diluted net income per common share is based on the weighted-average outstanding shares
adjusted for the dilutive effect of stock options and restricted stock
grants. The dilutive effect of stock options and restricted stock was
5 million, 7 million and 10 million shares in fiscal 2006, 2005 and
2004, respectively. The Company had approximately 57 million,
59 million and 50 million option shares outstanding at January 31,
2006, 2005 and 2004, respectively, which were not included in the
diluted net income per share calculation because their effect would
be antidilutive as the underlying option price exceeded the average
market price of the stock for the period.
Estimates and Assumptions
The preparation of 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 consolidated financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual
results may differ from those estimates.
Reclassifications
Certain reclassifications have been made to prior periods to conform
to current presentations.
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2 COMMERCIAL PAPER AND LONG-TERM DEBT
Information on short-term borrowings and interest rates is as
follows (dollars in millions):
2006

Fiscal Year
Maximum amount outstanding
at any month-end
Average daily short-term borrowings
Weighted-average interest rate

2005

2004

$9,054 $7,782 $4,957
5,719
4,823
1,498
3.4%
1.6% 1.1%

At January 31, 2006 and 2005, short-term borrowings consisted
of $3.8 billion of commercial paper. At January 31, 2006, the
Company had committed lines of credit of $5.0 billion with 57
firms and banks, which were used to support commercial paper,
and committed and informal lines of credit with various banks
totaling an additional $693 million.
Long-term debt at January 31, consists of (in millions):
2006

2005

Notes due 2010
Notes due 2036

$ 4,527
4,279

$ 4,500
1,883

Notes due 2007

3,415

3,164

Notes due 2008
Notes due 2011(1)
Notes due 2014
Notes due 2009
Notes due 2012
Notes due 2031
Notes due 2016
Notes due 2019(1)
Notes due 2024
Notes due 2015
Notes due 2017
Notes due 2018
Notes due 2021
Notes due 2013

3,311
3,308
2,885
2,800
2,015
1,890
767
516
266
53
41
31
25
23

1,500
500
2,883
1,000
2,000
1,941
–
500
250
–
–
–
–
–

–
872

2,597
1,128

$31,024

$23,846

Interest Rate

Due by Fiscal Year

2.130 – 6.875%
5.250%
1.100 – 13.250%,
LIBOR less 0.140%
2.875 – 8.380%,
LIBOR less 0.1025%
0.1838 – 0.880%
0.750 – 7.250%
3.000 – 3.375%
1.200 – 4.125%
5.750 – 7.550%
3.150 – 6.630%
2.950 – 5.006%
5.300 – 6.750%
2.100 – 2.875%
2.000 – 2.500%
3.750 – 5.000%
5.170%
1.000 – 2.300%
4.150 – 5.875%,
LIBOR less 0.0425%
Total

Notes due 2006
Other (2)

(1) Includes put option on $500 million.
(2) Includes adjustments to debt hedged by derivatives.

The Company has two separate issuances of $500 million debt
with embedded put options. For the first issuance, beginning June
2001, and each year thereafter, the holders of $500 million of the
debt may require the Company to repurchase the debt at face
value, in addition to accrued and unpaid interest. The holders of
the other $500 million issuance may require the Company to
repurchase the debt at par plus accrued interest at any time. Both
of these issuances have been classified as a current liability in the
Consolidated Balance Sheets.
Under the Company’s most significant borrowing arrangements,
the Company is not required to observe financial covenants.
However, under certain lines of credit totaling $5.0 billion, which
were undrawn as of January 31, 2006, the Company has agreed
to observe certain covenants, the most restrictive of which relates
to minimum net worth levels and amounts of additional secured
debt and long-term leases. In addition, one of our subsidiaries
has restrictive financial covenants on $2.0 billion of long-term
debt that requires it to maintain certain equity, sales, and profit
levels. The Company was in compliance with these covenants at
January 31, 2006.
Long-term debt is unsecured except for $1.1 billion, which is
collateralized by property with an aggregate carrying value of
approximately $1.4 billion. Annual maturities of long-term debt
during the next five years and thereafter are (in millions):
Fiscal Year Ended January 31,
2007
2008
2009
2010
2011
Thereafter
Total

Annual Maturity
$ 4,595
3,320
2,858
4,639
2,877
12,735
$31,024

The Company has entered into sale/leaseback transactions involving buildings while retaining title to the underlying land. These
transactions were accounted for as financings and are included in
long-term debt and the annual maturities schedule above. The
resulting obligations are amortized over the lease terms. Future
minimum lease payments during the next five years and thereafter
are (in millions):
Fiscal Year Ended January 31,
2007
2008
2009
2010
2011
Thereafter
Total

Minimum Payments
$

9
10
10
10
10
211
$260
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The Company had trade letters of credit outstanding totaling
$2.6 billion at January 31, 2006 and 2005. At January 31, 2006
and 2005, the Company had standby letters of credit outstanding totaling $2.3 billion and $2.0 billion, respectively. These letters of credit were issued primarily for the purchase of inventory
and insurance.

3 FINANCIAL INSTRUMENTS
The Company uses derivative financial instruments for hedging
and non-trading purposes to manage its exposure to interest and
foreign exchange rates. Use of derivative financial instruments in
hedging programs subjects the Company to certain risks, such as
market and credit risks. Market risk represents the possibility that
the value of the derivative instrument will change. In a hedging
relationship, the change in the value of the derivative is offset to a
great extent by the change in the value of the underlying hedged
item. Credit risk related to derivatives represents the possibility
that the counterparty will not fulfill the terms of the contract. The
notional, or contractual, amount of the Company’s derivative
financial instruments is used to measure interest to be paid or
received and does not represent the Company’s exposure due to
credit risk. Credit risk is monitored through established approval
procedures, including setting concentration limits by counterparty,
reviewing credit ratings and requiring collateral (generally cash)
when appropriate. The majority of the Company’s transactions are
with counterparties rated “AA-” or better by nationally recognized
credit rating agencies.
Fair Value 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-rate interest payments periodically over the life of the instruments. The notional amounts are used to measure interest to be
paid or received and do not represent the exposure due to credit
loss. All of the Company’s interest rate swaps that receive fixed
interest rate payments and pay variable interest rate payments are

designated as fair value hedges. As the specific terms and notional
amounts of the derivative instruments exactly match those of the
instruments being hedged, the derivative instruments were
assumed to be perfect hedges and all changes in fair value of the
hedges were recorded on the balance sheet with no net impact
on the income statement.
Net Investment Instruments
At January 31, 2006, the Company is party to cross-currency
interest rate swaps that hedge its net investments in the United
Kingdom and Japan. The agreements are contracts to exchange
fixed-rate payments in one currency for fixed-rate payments in
another currency. The Company also has outstanding approximately £2.0 billion of debt that is designated as a hedge of the
Company’s net investment in the United Kingdom and ¥87.1 billion of debt that is designated as a hedge of the Company’s net
investment in Japan. All changes in the fair value of these instruments are recorded in other comprehensive income, offsetting the
foreign currency translation adjustment that is also recorded in
other comprehensive income.
Cash Flow Instruments
The Company is party to a cross-currency interest rate swap to
hedge the foreign currency risk of certain foreign-denominated
debt. The swap is designated as a cash flow hedge of foreign currency exchange risk. The agreement is a contract to exchange
fixed-rate payments in one currency for fixed-rate payments in
another currency. Changes in the foreign currency spot exchange
rate result in reclassification of amounts from other accumulated
comprehensive income to earnings to offset transaction gains or
losses on foreign-denominated debt. The instrument matures in
fiscal 2007.
The Company expects that the amount of gain or loss existing in
other accumulated comprehensive income to be reclassified into
earnings within the next 12 months will not be significant.

Fair Value of Financial Instruments
Instrument
Fiscal Year Ended January 31, (in millions)
Derivative financial instruments designated for hedging:
Receive fixed-rate, pay floating rate interest rate swaps designated as fair value hedges
Receive fixed-rate, pay fixed-rate cross-currency interest rate swaps designated
as net investment hedges (Cross-currency notional amount: GBP 795 at
1/31/2006 and 1/31/2005)
Receive fixed-rate, pay fixed-rate cross-currency interest rate swap designated
as a cash flow hedge (Cross-currency notional amount: CAD 503 at
1/31/2006 and 1/31/2005)
Receive fixed-rate, pay fixed-rate cross-currency interest rate swap designated
as a net investment hedge (Cross-currency notional amount: ¥52,056 at
1/31/2006 and 1/31/2005)
Receive floating rate, pay fixed-rate interest rate swap designated
as a cash flow hedge
Total
Non-derivative financial instruments:
Long-term debt
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Notional Amount
2006
2005

Fair Value
2006
2005

$ 6,945

$ 8,042

$

133

1,250

1,250

(107)

(14)

325

325

(120)

(87)

432

432

(17)

(68)

–
$ 8,952

1,500
$11,549

$

$31,024

$23,846

$31,580

$

–
(111)

$

477

(5)
303

$25,016

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

Long-term debt: Fair value is based on the Company’s current incremental borrowing rate for similar types of borrowing arrangements.
Fair value instruments and net investment instruments: The fair
values are estimated amounts the Company would receive or pay
to terminate the agreements as of the reporting dates.

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

4 ACCUMULATED OTHER COMPREHENSIVE INCOME
Comprehensive income is net income plus certain other items that are recorded directly to shareholders’ equity. Amounts included in
accumulated other comprehensive income for the Company’s derivative instruments and minimum pension liability are recorded net
of the related income tax effects. The following table gives further detail regarding changes in the composition of accumulated other
comprehensive income during fiscal 2006, 2005 and 2004 (in millions):

Balance at January 31, 2003

Foreign Currency
Translation

Derivative
Instruments

Minimum
Pension Liability

$ (1,125)

$ 822

$ (206)

Foreign currency translation adjustment
Change in fair value of hedge instruments
Reclassification to earnings
Subsidiary minimum pension liability
Balance at January 31, 2004

1,685

Foreign currency translation adjustment
Change in fair value of hedge instruments
Reclassification to earnings
Subsidiary minimum pension liability
Balance at January 31, 2005
Foreign currency translation adjustment
Change in fair value of hedge instruments
Reclassification to earnings
Subsidiary minimum pension liability
Balance at January 31, 2006

2,130

560

Current:
Federal
State and local
International
Total current tax provision
Deferred:
Federal
State and local
International
Total deferred tax provision
Total provision for
income taxes

$4,646
449
837
5,932
(62)
56
(123)
(129)
$5,803

481

(93)
$ 2,690
(1,920)

$ 287

$ (283)

157
71
51
$

770

2005
$4,116
640
570
5,326
311
(71)
23
263
$5,589

$515

$(232)

(509)
1,685
(444)
103
16
851

16
(190)

(235)
41

The income tax provision consists of the following (in millions):
2006

$

(444)
103

5 INCOME TAXES
Fiscal Year Ended January 31,

Total

2,130
(235)
41
(93)
$ 2,694
(1,920)
157
71
51
$ 1,053

Income from continuing operations before income taxes and
minority interest by jurisdiction is as follows (in millions):

2004
$4,039
333
569
4,941

Fiscal Year Ended January 31,

2006

2005

2004

United States
Outside the United States
Total income from continuing
operations before income
taxes and minority interest

$14,447
$ 2,911

$13,599
2,506

$12,075
2,118

$17,358

$16,105

$14,193

31
2
144
177
$5,118
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Items that give rise to significant portions of the deferred tax
accounts are as follows (in millions):
January 31,
Deferred tax liabilities
Property and equipment
International, principally asset
basis differences
Inventory
Other
Total deferred tax liabilities
Deferred tax assets
International loss carryforwards and
asset basis differences
Amounts accrued for financial
reporting purposes not yet
deductible for tax purposes
Stock-based compensation expense
Other
Total deferred tax assets
Valuation allowance
Total deferred tax assets, net of
valuation allowance
Net deferred tax liabilities

2006

2005

$2,355

$2,210

1,141
336
265
$4,097

1,054
187
230
$3,681

$2,082

$1,460

1,668
248
353
4,351
(1,054)
$3,297
$ 800

1,361
258
263
3,342
(526)
$2,816
$ 865

The change in the Company’s net deferred tax liability is impacted
by foreign currency translation.
A reconciliation of the significant differences between the effective
income tax rate and the federal statutory rate on pretax income is
as follows:
Fiscal Year Ended January 31,

2006

2005

2004

Statutory tax rate
State income taxes, net of
federal income tax benefit
Income taxes outside the
United States
Other
Effective income tax rate

35.00%

35.00%

35.00%

1.86%

2.30%

1.53%

(1.75%)
(1.68%)

(1.81%)
(0.79%)
34.70%

(0.20%)
(0.27%)
36.06%

33.43%

Federal and state income taxes have not been provided on accumulated but undistributed earnings of foreign subsidiaries aggregating
approximately $6.8 billion at January 31, 2006 and $5.3 billion
at January 31, 2005, as such earnings have been permanently
reinvested in the business. The determination of the amount of
the unrecognized deferred tax liability related to the undistributed
earnings is not practicable.
The Company had foreign net operating loss carryforwards of
$4.7 billion at January 31, 2006. Of this amount, $1.3 billion
related to the December 2005 consolidation of The Seiyu, Ltd.
The recording of the related deferred tax asset of $525 million
resulted in a corresponding increase in the valuation allowance.
Any tax benefit ultimately realized from the Japan net operating
loss carryforward will adjust goodwill. Net operating loss carryforwards of $1.4 billion expire in various years through 2011.
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6 ACQUISITIONS AND DISPOSAL
Acquisitions
During December 2005, the Company purchased an additional
interest in The Seiyu, Ltd. (“Seiyu”), for approximately $570 million,
bringing the Company’s total investment in Seiyu, including adjustments arising from the equity method of accounting, to $1.2 billion.
Seiyu is a retailer in Japan, which operates 398 stores selling apparel,
general merchandise, food and certain services. Following this
additional purchase, the Company owns approximately 53.3% of
Seiyu. Beginning on the date of the controlling interest purchase,
the Company began consolidating Seiyu as a majority-owned
subsidiary using a December 31 fiscal year-end. Seiyu’s results of
operations were not material to the Company. As a result of the
consolidation of Seiyu, total assets and liabilities of $6.8 billion and
$5.6 billion, respectively, were recorded in our financial statements.
Goodwill recorded in the consolidation amounted to approximately
$1.6 billion. The amount of assets and liabilities recorded in
the consolidation of Seiyu are preliminary estimates made by
management and will be finalized upon completion of the valuation
of tangible and intangible assets and liabilities.
The minority interest in Seiyu is represented, in part, by shares of
Seiyu’s preferred stock which are convertible into shares of Seiyu
common stock. If the minority holder of Seiyu’s preferred stock proposes to sell or convert its shares of preferred stock, the Company
has the right to purchase those shares at a predetermined price.
Through a warrant exercisable through December 2007, the
Company can contribute approximately ¥154.6 billion, or $1.3 billion at a January 31, 2006, exchange rate of 117.75 yen per dollar,
for approximately 538 million additional common shares of Seiyu
stock. If the warrant is exercised, we would own approximately 71%
of the stock of Seiyu by the end of December 2007. These calculations assume no conversion of Seiyu’s preferred stock into common
shares and no other issuances of Seiyu common shares.
In December 2005, the Company completed the purchase of Sonae
Distribuição Brasil S.A. (“Sonae”), a retail operation in Southern
Brazil consisting of 139 hypermarkets, supermarkets and warehouse
units. The purchase price was approximately $720 million. Assets
recorded in the acquisition of Sonae were $1.3 billion and liabilities
assumed were $566 million. As a result of the Sonae acquisition, we
recorded goodwill of $305 million and other identifiable intangible
assets of $89 million. Sonae’s results of operations, which were not
material to the Company, are included in our consolidated financial
statements following the date of acquisition using a December 31
fiscal year-end. The amount of assets and liabilities recorded in the
purchase of Sonae are preliminary estimates made by management
and will be finalized upon completion of the valuation of tangible
and intangible assets and liabilities.

In September 2005, the Company acquired a 33.3% interest in
Central American Retail Holding Company (“CARHCO”), a retailer
with more than 360 supermarkets and other stores in Costa Rica,
El Salvador, Guatemala, Honduras and Nicaragua. The purchase
price was approximately $318 million, including transaction costs. In
fiscal 2006, the Company accounted for its investment in CARHCO
under the equity method. Concurrent with the purchase of the
investment in CARHCO, the Company entered into an agreement to
purchase an additional 17.7% of CARHCO in the first quarter of fiscal 2007 and an option agreement that will allow the Company to
purchase up to an additional 24% beginning in September 2010.
To the extent that the Company does not exercise its option to purchase the additional 24% of CARHCO, the minority shareholders will
have certain put rights that could require the Company to purchase
the additional 24% after September 2012. In February 2006, the
Company purchased the additional 17.7% of CARHCO for a
purchase price of approximately $212 million.
In February 2004, the Company completed its purchase of
Bompreço S.A. Supermercados do Nordeste (“Bompreço”), a
supermarket chain in northern Brazil with 118 hypermarkets,
supermarkets and mini-markets. The purchase price was approximately $315 million, net of cash acquired. The results of operations for Bompreço, which were not material to the Company,
have been included in the Company’s consolidated financial
statements since the date of acquisition.
Disposal
On May 23, 2003, the Company completed the sale of McLane
Company, Inc. (“McLane”). The Company received $1.5 billion
in cash for the sale. The accompanying consolidated financial
statements and notes reflect the gain on the sale and the operations of McLane as a discontinued operation.
Following is summarized financial information for McLane
(in millions):

Fiscal Year Ended January 31,
Net sales
Income from discontinued operation
Income tax expense
Net operating income from
discontinued operation
Gain on sale of McLane, net of
$147 income tax expense
Income from discontinued operation, net of tax

2004
$4,328
$ 67
25
42
151
$ 193

The effective tax rate on the gain from the sale of McLane was
49% as a result of the non-deductibility of $99 million of goodwill
recorded in the original McLane acquisition.

7 SHARE-BASED COMPENSATION PLANS
As of January 31, 2006, the Company has awarded share-based
compensation to executives and other associates of the Company
through various share-based compensation plans. The compensation cost recognized for all plans was $244 million, $204 million,
and $183 million for fiscal 2006, 2005, and 2004, respectively.
The total income tax benefit recognized for all share-based compensation plans was $82 million, $71 million, and $66 million
for fiscal 2006, 2005, and 2004, respectively.
On February 1, 2003, the Company adopted the expense recognition provisions of Statement of Financial Accounting Standards
No. 123 (“SFAS 123”), restating results for prior periods. In
December 2004, the Financial Accounting Standards Board issued
a revision of SFAS 123 (“SFAS 123(R)”). The Company adopted
the provisions of SFAS 123(R) upon its release. The adoption of
SFAS 123(R) did not have a material impact on our results of operations, financial position or cash flows. All share-based compensation is accounted for in accordance with the fair-value based
method of SFAS 123(R).
The Company’s Stock Incentive Plan of 2005 (the “Plan”), which is
shareholder-approved, permits the grant of stock options, restricted
(non-vested) stock and performance share compensation awards to
its associates for up to 210 million shares of common stock. The
Company believes that such awards better align the interests of its
associates with those of its shareholders.
Under the Plan and prior plans, stock option awards have been
granted with an exercise price equal to the market price of the
Company’s stock at the date of grant. Generally, outstanding options
granted before fiscal 2001 vest over seven years. Options granted
after fiscal 2001 generally vest over five years. Shares issued upon
the exercise of options are newly issued. Options granted generally
have a contractual term of 10 years. The fair value of each stock
option award is estimated on the date of grant using the BlackScholes-Merton option valuation model that uses various assumptions for inputs, which are noted in the following table. Generally,
the Company uses historical volatilities and risk free interest rates
that correlate with the expected term of the option. To determine
the expected life of the option, the Company bases its estimates on
historical grants with similar vesting periods. The following tables
represents a weighted-average of the assumptions used by the company to estimate the fair values of the Company’s stock options at
the grant dates:
Fiscal Year Ended January 31,
Dividend yield
Volatility
Risk-free interest rate
Expected life in years

2006
1.9%
24.9%
4.2%
6.1

2005

2004

1.1%
26.2%
3.5%
5.3

0.9%
32.3%
2.8%
4.5
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A summary of the stock option award activity for fiscal 2006 is presented below:
Options
Outstanding at January 31, 2005
Granted
Exercised
Forfeited or expired
Outstanding at January 31, 2006
Exercisable at January 31, 2006

Shares

Weighted-Average
Exercise Price

68,115,000
4,281,000
(4,208,000)
(8,645,000)
59,543,000
32,904,000

$ 46.79
50.74
23.26
51.92
$48.02
$45.20

Remaining Life in Years

Weighted-Average

Aggregate
Intrinsic Value

6.5
5.3

$163,326,000
$162,240,000

The weighted-average grant-date fair value of options granted during the fiscal years ended January 31, 2006, 2005 and 2004, was
$12.29, $11.92 and $14.89, respectively. The total intrinsic value of options exercised during the years ended January 31, 2006, 2005
and 2004, was $108.3 million, $221.6 million and $231.0 million, respectively.
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. The restricted stock awards
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 balance sheets unless the associate has elected for the award to be settled or deferred in stock. The fair value
of the restricted stock liabilities is remeasured each reporting period. The total liability for restricted stock awards at January 31, 2006,
was $61.1 million.
A summary of the Company’s restricted (non-vested) stock award activity for fiscal 2006 is presented below:
Weighted-Average
Shares

Grant-Date Fair Value

Restricted Stock Awards at January 31, 2005
Granted
Vested
Forfeited
Restricted Stock Awards at January 31, 2006

3,423,000
2,955,000
(383,000)
(551,000)
5,444,000

$ 46.63
$ 44.81
$ 44.78
$ 45.02
$46.08

As of January 31, 2006, there was $157.9 million of total unrecognized compensation cost related to restricted stock granted under
the Plan, which is expected to be recognized over a weightedaverage period of 5.9 years. The total fair value of shares vested
during the fiscal years ended January 31, 2006, 2005, and 2004,
was $19.9 million, $33.9 million and $8.0 million, respectively.

vesting on the third anniversary of the grant and the other half on
the sixth anniversary of the date of grant. Shares in the money at the
vesting date are exercised while shares out of the money at the vesting date expire. The second plan, The ASDA Sharesave Plan 2000
(“Sharesave”), grants options to certain associates at 80% of market value on the date of grant. Sharesave options become exercisable after either a three-year or five-year period and generally lapse
six months after becoming exercisable. Outstanding options under
these plans as well as the related aggregate intrinsic value as of
January 31, 2006, were not significant.

Non-Vested Stock Awards

During fiscal 2005, the Company began issuing performance share
awards under the Plan, the vesting of which is tied to the achievement of performance criteria. These awards accrue to the associate
based on the extent to which revenue growth and return on investment goals are attained or exceeded over a one- to three-year period.
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 may be settled in stock or cash, the performance shares are accounted for as liabilities in the accompanying
balance sheets. Outstanding performance shares, the related liability and unrecognized compensation cost as of January 31, 2006
and 2005, were not significant.
The Company’s United Kingdom subsidiary, ASDA, also offers
two other stock option plans to its associates. The first plan, The
ASDA Colleague Share Ownership Plan 1999 (“CSOP”), grants
options to certain associates. Options granted under the CSOP
Plan generally expire six years from the date of grant, with half
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8 LITIGATION
The Company is involved in a number of legal proceedings. In
accordance with Statement of Financial Accounting Standards
No. 5, “Accounting for Contingencies,” the Company has made
accruals with respect to these matters, where appropriate, which
are reflected in the Company’s consolidated financial statements.
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 interests 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.

The Company is a defendant in numerous cases containing classaction allegations in which the plaintiffs have brought claims under
the Fair Labor Standards Act (“FLSA”), corresponding state statutes,
or other laws. The plaintiffs in these lawsuits are current and former
hourly associates who allege, among other things, that the Company
forced them to work “off the clock,” or failed to provide work breaks,
or otherwise claim they were not paid for work performed. The
complaints generally seek unspecified monetary damages, injunctive relief, or both. Class certification has yet to be addressed in a
majority of the cases. Class certification has been denied or overturned in cases pending in Arizona, Arkansas, Florida, Georgia,
Indiana, Louisiana, Maryland, Michigan, Nevada, New Jersey,
North Carolina, Ohio, Texas, West Virginia and Wisconsin. Some
or all of the requested classes have been certified in cases pending
in California, Colorado, Massachusetts, Minnesota, Missouri, New
Mexico, Oregon, Pennsylvania and Washington. Conditional certifications for notice purposes under the FLSA have been allowed in
cases in Georgia, Michigan and Texas. The Company cannot estimate
the possible loss or range of loss which may arise from these lawsuits.
The Company is a defendant in Savaglio v. Wal-Mart Stores, Inc.,
a class-action lawsuit in which the plaintiffs allege that they were
not provided meal and rest breaks in accordance with California
law, and seek monetary damages and injunctive relief. A jury trial
on the plaintiffs’ claims for monetary damages concluded on
December 22, 2005. The jury returned a verdict of $57,216,673
in statutory penalties and $115 million in punitive damages. The
Company believes that it has substantial defenses to the claims at
issue, and intends to challenge the verdict in post-trial motions
and, if necessary, on appeal. Meanwhile, the plaintiffs’ claims for
injunctive relief have been tentatively set for trial in June 2006.
A putative class action is pending in California challenging the
methodology of payments made under various Associate incentive
bonus plans, and a second putative class action in California asserts
that the Company has omitted to include bonus payments in
calculating associates’ regular rate of pay for purposes of determining overtime. As to the first case (Cruz v. Wal-Mart Stores, Inc.), the
Company cannot estimate the possible loss or range of loss which
may arise. The parties have entered into an agreement to settle the
second case (Fries v. Wal-Mart Stores, Inc.), which must be approved
by the court in order to become effective. If approved by the court,
the settlement will include all class members who do not opt out
of the settlement class. The amount to be paid by Wal-Mart under
the settlement will not have a material impact on the Company’s
financial condition or results of operations.
The Company is currently a defendant in five putative class actions
brought on behalf of assistant store managers who challenge their
exempt status under state and federal laws, which are pending in
California, Michigan, New Mexico and Tennessee. Conditional certification for notice purposes under the FLSA has been granted in
one of these cases (Comer v. Wal-Mart Stores, Inc.). Otherwise, no
determination has been made as to class certification in any of these
cases. The Company cannot estimate the possible loss or range of
loss which may arise from these lawsuits.

The Company is a defendant in Dukes v. Wal-Mart Stores, Inc., a
class-action lawsuit commenced in June 2001 and pending in the
United States District Court for the Northern District of California.
The case was brought on behalf of all past and present female
employees in all of the Company’s retail stores and warehouse clubs
in the United States. The complaint alleges that the Company has
engaged in a pattern and practice of discriminating against women
in promotions, pay, training and job assignments. The complaint
seeks, among other things, injunctive relief, front pay, back pay,
punitive damages, and attorneys’ fees. Following a hearing on class
certification on September 24, 2003, 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 class as certified
currently includes approximately 1.6 million present and former
female associates.
The Company believes that the District Court’s ruling is incorrect. The United States Court of Appeals for the Ninth Circuit has
granted the Company’s petition for discretionary review of the ruling. The Court of Appeals heard oral argument from counsel in
the case on August 8, 2005. There is no indication at this time as
to when a decision will be rendered. 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. The plaintiffs also
seek punitive damages which, if awarded, could result in the payment of additional amounts material to the Company. However,
because of the uncertainty of the outcome of the appeal from the
District Court’s certification decision, because of the uncertainty
of the balance of the proceedings contemplated by the District
Court, and because the Company’s liability, if any, arising from the
litigation, including the size of any damages award if plaintiffs are
successful in the litigation or any negotiated settlement, could vary
widely, the Company cannot reasonably estimate the possible loss
or range of loss which may arise from the litigation.
The Company is a defendant in Mauldin v. Wal-Mart Stores, Inc.,
a class-action lawsuit that was filed on October 16, 2001, in the
United States District Court for the Northern District of Georgia,
Atlanta Division. The class was certified on August 23, 2002. On
September 30, 2003, the court denied the Company’s motion to
reconsider that ruling. The class is composed of female Wal-Mart
associates who were participants in the Associates Health and
Welfare Plan at any time from March 8, 2001, to the present and
who were using prescription contraceptives. The class seeks amendment of the Plan to include coverage for prescription contraceptives,
back pay for all members in the form of reimbursement of the cost
of prescription contraceptives, pre-judgment interest, and attorneys’
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fees. The complaint alleges that the Company’s Health Plan violates
Title VII’s prohibition against gender discrimination in that the
Health Plan’s Reproductive Systems provision does not provide
coverage for prescription contraceptives. The Company cannot
estimate the possible loss or range of loss which may arise from
this litigation.
The Company is a defendant in a lawsuit that was filed on
August 24, 2001, in the United States District Court for the
Eastern District of Kentucky. EEOC (Janice Smith) v. Wal-Mart
Stores, Inc. is an action brought by the EEOC on behalf of Janice
Smith and all other females who made application or transfer
requests at the London, Kentucky, distribution center from 1995 to
the present, and who were not hired or transferred into the warehouse positions for which they applied. The class seeks back pay
for those females not selected for hire or transfer during the relevant
time period. The class also seeks injunctive and prospective affirmative relief. The complaint alleges that the Company based hiring
decisions on gender in violation of Title VII of the 1964 Civil Rights
Act as amended. The EEOC can maintain this action as a class without certification. The Company cannot estimate the possible loss
or range of loss which may arise from this litigation.
On November 8, 2005, the Company received a grand jury subpoena from the United States Attorney’s Office for the Central
District of California, seeking documents and information relating
to the Company’s receipt, transportation, handling, identification,
recycling, treatment, storage and disposal of certain merchandise
that constitutes hazardous materials or hazardous waste. The
Company has been informed by the U.S. Attorney’s Office for the
Central District of California that it is a target of a criminal investigation into potential violations of the Resource Conservation and
Recovery Act (“RCRA”), the Clean Water Act, and the Hazardous
Materials Transportation Statute. This U.S. Attorney’s Office contends, among other things, that the use of Company trucks to transport certain returned merchandise from the Company’s stores
to its return centers is prohibited by RCRA because those materials
may be considered hazardous waste. The government alleges that,
to comply with RCRA, the Company must ship from the store certain materials as “hazardous waste” directly to a certified disposal
facility using a certified hazardous waste carrier. The Company contends that the practice of transporting returned merchandise to its
return centers for subsequent disposition, including disposal by certified facilities, is compliant with applicable laws and regulations.
Additionally, the U.S. Attorney’s Office in the Northern District
of California has initiated its own investigation regarding the
Company’s handling of hazardous materials and hazardous waste
and the Company has received administrative document requests
from the California Department of Toxic Substances Control
requesting documents and information with respect to two of
the Company’s distribution facilities. Further, the Company
also received a subpoena from the Los Angeles County District
Attorney’s Office for documents and administrative interrogatories requesting information, among other things, regarding the
Company’s handling of materials and hazardous waste. California
state and local government authorities and the State of Nevada
have also initiated investigations into these matters. The Company
is cooperating fully with the respective authorities.
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The Company cannot estimate the possible loss or range of loss
which may arise from this matter.

9 COMMITMENTS
The Company and certain of its subsidiaries have long-term leases
for stores and equipment. Rentals (including, for certain leases,
amounts applicable to taxes, insurance, maintenance, other operating expenses and contingent rentals) under operating leases and
other short-term rental arrangements were $1.3 billion, $1.2 billion
and $1.1 billion in 2006, 2005 and 2004, respectively. Aggregate
minimum annual rentals at January 31, 2006, under non-cancelable
leases are as follows (in millions):

Fiscal Year
2007
2008
2009
2010
2011
Thereafter
Total minimum rentals
Less estimated executory costs
Net minimum lease payments
Less imputed interest at rates ranging
from 3.0% to 29.0%
Present value of minimum lease payments

Operating
Leases

Capital
Leases

$ 797
751
710
634
586
6,205
$9,683

$ 592
588
550
526
514
3,610
6,380
39
6,341
2,300
$4,041

The Company has entered into sale/leaseback transactions involving buildings and the underlying land that were accounted for as
capital and operating leases. Included in the annual maturities
schedule above are $429 million of capital leases and $140 million
of operating leases.
Certain of the Company’s leases provide for the payment of contingent rentals based on a percentage of sales. Such contingent rentals
amounted to $27 million, $32 million and $38 million in 2006,
2005 and 2004, respectively. Substantially all of the Company’s
store leases have renewal options, some of which may trigger an
escalation in rentals.
In connection with certain debt financing, we could be liable
for early termination payments if certain unlikely events were to
occur. At January 31, 2006, the aggregate termination payment
was $89 million. These two arrangements 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 $233 million upon termination of some
or all of these agreements.

There are no recourse provisions which would enable us to
recover from third parties any amounts paid under the above
guarantees. No liability for these guarantees has been recorded
in our financial statements.
The Company has entered into lease commitments for land and
buildings for 60 future locations. These lease commitments with
real estate developers provide for minimum rentals ranging from
5 to 35 years, which if consummated based on current cost estimates, will approximate $95 million annually over the lease terms.

10 RETIREMENT-RELATED BENEFITS
In the United States, the Company maintains a Profit Sharing and
401(k) Retirement Savings Plan under which most full-time and
many part-time associates become participants following one year of
employment. The Profit Sharing component of the plan is entirely
funded by the Company, with an additional contribution made by
the Company to the associates’ 401(k) component of the plan. In
addition to the Company contributions to the 401(k) Retirement
Savings component of the plan, associates may elect to contribute a
percentage of their earnings. During fiscal 2006, participants could
contribute up to 25% of their pretax earnings, but not more than
statutory limits.
Associates may choose from among 13 different investment
options for the 401(k) Retirement Savings component of the plan.
For associates who did not make an election, their 401(k) balance
in the plan is placed in a balanced fund. Associates are immediately
vested in their 401(k) funds and may change their investment
options at any time. Additionally, fully vested associates have the
same 13 investment options for the Profit Sharing component of
the plan. Associates are fully vested in the Profit Sharing component of the plan after seven years of service.
Annual contributions made by the Company to the United States
and Puerto Rico Profit Sharing and 401(k) Retirement Savings
Plans are made at the sole discretion of the Company, and were
$827 million, $756 million and $662 million for fiscal 2006, 2005
and 2004, respectively.

Employees in foreign 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
country in which they are established. Annual contributions to foreign retirement savings and profit sharing plans are made at the discretion of the Company, and were $244 million, $199 million and
$123 million in fiscal 2006, 2005 and 2004, 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 $332 million and $419 million at January 31, 2006
and 2005, respectively. The plan in Japan was underfunded by
$228 million at January 31, 2006.

11 SEGMENTS
At January 31, 2006, the Company and its subsidiaries were principally engaged in the operation of retail stores located in all 50 states,
Argentina, Brazil, Canada, Germany, South Korea, Puerto Rico and
the United Kingdom, through joint ventures in China, and through
majority-owned subsidiaries in Japan and Mexico. The Company
identifies segments based on management responsibility within the
United States and in total for international units.
The Wal-Mart Stores segment includes the Company’s supercenters,
discount stores and Neighborhood Markets in the United States,
as well as Walmart.com. The SAM’S CLUB segment includes the
warehouse membership clubs in the United States as well as
samsclub.com. At January 31, 2006, the International segment
consisted of the Company’s operations in Argentina, Brazil,
China, Germany, Mexico, South Korea, Japan and the United
Kingdom, which are consolidated using a December 31 fiscal yearend, generally due to statutory reporting requirements. There were
no significant intervening events 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
amounts under the caption “Other” in the following table include
unallocated corporate overhead. The Company’s portion of the
results of our unconsolidated minority interest in Seiyu prior to
December 20, 2005, and our unconsolidated minority interest
in CARHCO are also included under the caption “Other.”
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The Company measures the profit of its segments as “segment operating income,” which is defined as income from continuing operations before net interest expense, income taxes and minority interest. Information on segments and the reconciliation to income from
continuing operations before income taxes and minority interest are as follows (in millions):
Fiscal Year Ended January 31, 2006

Revenues from external customers
Intercompany real estate charge (income)
Depreciation and amortization

Wal-Mart Stores

Fiscal Year Ended January 31, 2005

Revenues from external customers
Intercompany real estate charge (income)
Depreciation and amortization

$39,798
547
296

$62,719
–
1,043

15,324

1,385

3,330

Fiscal Year Ended January 31, 2004

Revenues from external customers
Intercompany real estate charge (income)
Depreciation and amortization

$ 32,809
Wal-Mart Stores

$ 5,686
SAM’S CLUB

$51,581

Consolidated

–
(4,001)
1,456

$312,427
–
4,717

(1,509)

$48,111

International

$ 191,826
2,754
1,561

$ 37,119
513
274

$ 56,277
–
919

14,163

1,280

2,988

18,530
(1,172)

Other

$

–
(3,267)
1,510

$138,187
Consolidated

$ 285,222
–
4,264

(1,340)

17,091
(986)
$

$

29,489

Wal-Mart Stores

$

5,685

SAM’S CLUB

$ 40,981

$ 34,537
484
249

$ 47,572
–
810

12,916

1,126

2,370

$ 120,154

Other

Consolidated

$

–
(2,952)
1,311

$ 256,329
–
3,852

(1,387)

15,025
(832)
$

$

27,028

$

4,751

$ 35,230

16,105

$ 43,999

International

$ 174,220
2,468
1,482

Operating income (loss)
Interest expense, net
Income from continuing operations before
income taxes and minority interest
Total assets of continuing operations

$

Other

$ 17,358

Operating income (loss)
Interest expense, net
Income from continuing operations before
income taxes and minority interest
Total assets of continuing operations

International

$209,910
3,454
1,922

Operating income (loss)
Interest expense, net
Income from continuing operations before
income taxes and minority interest
Total assets of continuing operations

SAM’S CLUB

$ 38,396

14,193

$ 105,405

Certain information for fiscal years 2005 and 2004 has been reclassified to conform to current-year presentation.
In the United States, long-lived assets, net, excluding goodwill and other assets and deferred charges were $55.5 billion and $48.4 billion as of January 31, 2006 and 2005, respectively. In the United States, additions to long-lived assets were $11.8 billion, $9.8 billion
and $8.1 billion in fiscal 2006, 2005 and 2004, respectively. Outside of the United States, long-lived assets, net, excluding goodwill and
other assets and deferred charges were $23.8 billion and $19.7 billion in fiscal 2006 and 2005, respectively. Outside of the United
States, additions to long-lived assets were $2.8 billion, $3.1 billion and $2.2 billion in fiscal 2006, 2005 and 2004, respectively. The
International segment includes all real estate outside the United States. The operations of the Company’s ASDA subsidiary are significant
in comparison to the total operations of the International segment. ASDA sales during fiscal 2006, 2005 and 2004 were $26.8 billion,
$26.0 billion and $21.7 billion, respectively. At January 31, 2006 and 2005, ASDA long-lived assets, consisting primarily of property and
equipment, net, and goodwill, net, totaled $17.7 billion and $18.9 billion, respectively. The decline in ASDA’s long-lived assets from
January 31, 2005 to January 31, 2006 was largely due to foreign currency translation.
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12 QUARTERLY FINANCIAL DATA (UNAUDITED)
(Amounts in millions except per share information)

April 30,

Quarters ended
July 31,
October 31,

January 31,

Fiscal 2006
Net sales
Cost of sales

$70,908
54,571

$76,811
58,787

$75,436
57,988

$89,273
69,045

Gross profit
Net income
Basic and diluted net income per common share

$16,337
$ 2,461
$ 0.58

$18,024
$ 2,805
$ 0.67

$17,448
$ 2,374
$ 0.57

$20,228
$ 3,589
$ 0.86

$64,763
49,969
$14,794
$ 2,166
$ 0.50

$69,722
53,533
$16,189
$ 2,651
$ 0.62

$68,520
52,567
$15,953
$ 2,286
$ 0.54

$82,216
63,723
$18,493
$ 3,164
$ 0.75

Fiscal 2005
Net sales
Cost of sales
Gross profit
Net income
Basic and diluted net income per common share

The sum of quarterly financial data will not agree to annual amounts due to rounding.

13 SUBSEQUENT EVENTS
On March 2, 2006, the Company’s Board of Directors approved an increase in the Company’s annual dividend to $0.67 per share. The
annual dividend will be paid in four quarterly installments on April 3, 2006, June 5, 2006, September 5, 2006, and January 2, 2007 to
holders of record on March 17, May 19, August 18 and December 15, 2006, respectively.
In February 2006, we entered into a £150 million revolving credit facility in the United Kingdom. Interest on borrowings under the
credit facility accrues at LIBOR plus 25 basis points.

47

Report of Independent Registered Public Accounting Firm
WAL-MART

The Board of Directors and Shareholders,
Wal-Mart Stores, Inc.
We have audited the accompanying consolidated balance sheets
of Wal-Mart Stores, Inc. as of January 31, 2006 and 2005, and the
related consolidated statements of income, shareholders’ equity
and cash flows for each of the three years in the period ended
January 31, 2006. 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.

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, 2006 and 2005, and the consolidated results of its operations and its cash flows for each of the
three years in the period ended January 31, 2006, in conformity
with U.S. generally accepted accounting principles.
We also have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States),
the effectiveness of Wal-Mart Stores, Inc.’s internal control
over financial reporting as of January 31, 2006, 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 27, 2006 expressed
an unqualified opinion thereon.

Rogers, Arkansas
March 27, 2006
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Report of Independent Registered Public Accounting Firm on
Internal Control Over Financial Reporting
WAL-MART

The Board of Directors and Shareholders,
Wal-Mart Stores, Inc.
We have audited management’s assessment, included in the
accompanying Management’s Report to Our Shareholders
under the caption “Report on Internal Control Over Financial
Reporting,” that Wal-Mart Stores, Inc. maintained effective internal control over financial reporting as of January 31, 2006, 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. Our responsibility
is to express an opinion on management’s assessment and an
opinion on the effectiveness of 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 assurance about whether effective internal control over financial reporting was maintained in all material respects.
Our audit included obtaining an understanding of internal control
over financial reporting, evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal control, 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 preparation of financial statements
in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only
in accordance with authorizations of management and directors
of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use,
or disposition of the company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect 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 conditions, or that the degree of compliance with the
policies or procedures may deteriorate.
As indicated in the accompanying Management’s Report to Our
Shareholders, management’s assessment of and conclusion on
the effectiveness of internal control over financial reporting did
not include the internal controls of The Seiyu, Ltd., and Sonae
Distribuição Brasil S.A., both of which were acquired in fiscal 2006
and are included in the fiscal 2006 consolidated financial statements of Wal-Mart Stores, Inc. These entities represented, in the
aggregate, 5.8% and 0.1% of total assets and total net sales, respectively, of the Company as of, and for the year ended, January 31,
2006. These acquisitions are more fully discussed in Note 6 to the
consolidated financial statements for fiscal 2006. Our audit of internal control over financial reporting of Wal-Mart Stores, Inc. also
did not include an evaluation of the internal control over financial
reporting for these fiscal 2006 acquisitions.
In our opinion, management’s assessment that Wal-Mart Stores, Inc.
maintained effective internal control over financial reporting as of
January 31, 2006, is fairly stated, in all material respects, based on
the COSO criteria. Also, in our opinion, Wal-Mart Stores, Inc., maintained, in all material respects, effective internal control over financial reporting as of January 31, 2006, 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,
2006 and 2005, and the related consolidated statements of income,
shareholders’ equity and cash flows for each of the three years in
the period ended January 31, 2006 and our report dated March 27,
2006 expressed an unqualified opinion thereon.
.

Rogers, Arkansas
March 27, 2006
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Management’s Report to Our Shareholders
WAL-MART

Management of Wal-Mart Stores, Inc. (“Wal-Mart” or the
“Company”) is responsible for the preparation, integrity and objectivity of Wal-Mart’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
preparing 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 Wal-Mart and regularly reviews management’s financial policies and procedures, the independence of our independent
auditors, our internal control 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.
We have retained Ernst & Young LLP, an independent registered
public accounting firm, to audit our consolidated financial statements
found in this annual report. 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, 2006.
These certifications are attached as exhibits to our Annual Report
on Form 10-K for the year ended January 31, 2006. Additionally,
we have also provided to the New York Stock Exchange the required
annual certification of our Chief Executive Officer regarding 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 regarding 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, 2006.
In making its assessment, management has utilized the criteria set
forth by the Committee of Sponsoring Organizations (“COSO”)
of the Treadway Commission in Internal Control – Integrated
Framework. Management concluded that based on its assessment,
Wal-Mart’s internal control over financial reporting was effective as
of January 31, 2006. Management’s assessment of the effectiveness of the Company’s internal control over financial reporting as
of January 31, 2006, has been audited by Ernst & Young LLP, an
independent registered public accounting firm, as stated in their
report which appears in this Annual Report to Shareholders.
Management’s assessment of the effectiveness of the Company’s
internal control over financial reporting excluded The Seiyu, Ltd.
and Sonae Distribuição Brasil S.A., both of which were acquired in
fiscal 2006. These entities represented, in the aggregate, 5.8% and

50

0.1% of consolidated total assets and consolidated net sales, respectively, of the Company as of and for the year ended January 31,
2006. These acquisitions are more fully discussed in Note 6 to our
consolidated financial statements for fiscal 2006. Under guidelines
established by the SEC, companies are allowed to exclude acquisitions from their first assessment of internal control over financial
reporting following the date of the acquisition.
Evaluation of Disclosure Controls 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, 2006, 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 management at the appropriate level when
they are concerned about any matter pertaining to Wal-Mart.
Wal-Mart 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 Wal-Mart’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. Wal-Mart also has in place a
Related-Party Transaction Policy. This policy applies to Wal-Mart’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 Wal-Mart. We maintain an ethics office which oversees and administers an ethics hotline. The ethics hotline 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.

H. Lee Scott
President and Chief Executive Officer

Thomas M. Schoewe
Executive Vice President and Chief Financial Officer

Fiscal 2006 End-of-Year Store Count
WAL-MART

International/Worldwide
State

Discount
SAM’S
Stores Supercenters CLUBs

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
W. Virginia
Wisconsin
Wyoming
U.S. Totals

Neighborhood
Markets

13
7
15
20
146
13
28
4
48
15
8
3
79
27
18
18
22
23
10
33
41
37
31
12
40
4
3
8
19
40
3
48
34
7
52
29
17
46
7
14
1
16
62
2
4
20
21
6
34
1

76
0
42
60
13
44
4
4
128
101
0
14
51
61
37
35
59
60
12
8
3
40
21
53
77
7
23
15
7
1
26
35
78
1
72
53
12
70
1
49
10
81
253
26
0
61
19
26
43
8

11
3
13
5
35
15
3
1
39
21
2
1
28
16
7
6
7
13
3
12
4
25
13
6
15
1
3
5
4
9
6
18
19
2
27
8
0
23
1
9
2
16
70
7
0
13
3
4
11
2

2
0
9
6
0
0
0
0
9
0
0
0
0
4
0
3
2
1
0
0
0
0
0
1
0
0
0
6
0
0
1
0
0
0
0
15
0
0
0
0
0
6
30
5
0
0
0
0
0
0

1,209

1,980

567

100

Country

Discount
SAM’S
Stores Supercenters CLUBs

Argentina
Brazil
Canada
China
Germany
Japan
South Korea
Mexico
Puerto Rico
United Kingdom

0
255*
272
0
0
2‡
0
599†
9
294§

11
23
0
51
88
96‡
16
105
5
21

Neighborhood
Markets

0
15
6
3
0
0
0
70
9
0

0
2*
0
2
0
300‡
0
0
31**
0

International
Totals
1,431

416

103

335

Grand Totals 2,640

2,396

670

435

* Brazil includes 2 Todo Dias, 116 Bompreço and 139 Sonae.
‡ Japan includes 2 GM only, 96 general merchandise, apparel and food stores
and 300 supermarkets. Japan excludes 45 Wakana units, which are take-out
restaurants generally less than 1,000 square feet in size.
† Mexico includes 187 Bodegas, 16 Mi Bodegas, 1 Mi Bodega Express,
1 Mercamas, 53 Suburbias, 55 Superamas, 286 Vips and does not
include Vips franchises.
** Puerto Rico includes 31 Amigos.
§ United Kingdom includes 236 ASDA stores, 10 George stores, 5 ASDA
Living and 43 ASDA small stores.
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Senior Officers and Board of Directors
WAL-MART

Senior officers
Eduardo Castro-Wright

Rollin L. Ford

C. Douglas McMillon

Executive Vice President, President and
Chief Executive Officer, Wal-Mart Stores
Division U.S.

Executive Vice President and
Chief Information Officer

Executive Vice President, President and
Chief Executive Officer, SAM’S CLUB

David D. Glass

John B. Menzer

M. Susan Chambers
Executive Vice President, People Division

Chairman of the Executive Committee
of the Board of Directors

Vice Chairman,
Responsible for U.S.

Patricia A. Curran

Mark D. Goodman

Thomas M. Schoewe

Executive Vice President, Store Operations,
Wal-Mart Stores Division U.S.

Executive Vice President, Marketing,
Membership and E-commerce, SAM’S CLUB

Executive Vice President and
Chief Financial Officer

Douglas J. Degn

Craig R. Herkert

H. Lee Scott, Jr.

Executive Vice President, Food, Consumables,
and Hardlines, Wal-Mart Stores Division U.S.

Executive Vice President, President and
Chief Executive Officer, The Americas,
Wal-Mart International

President and Chief Executive Officer

Linda M. Dillman

Gregory E. Spragg
Executive Vice President, Merchandising and
Replenishment, SAM’S CLUB

Executive Vice President, Risk Management
and Benefits Administration

Charles M. Holley, Jr.
Senior Vice President, Finance

S. Robson Walton

Johnnie Dobbs

Thomas D. Hyde

Chairman of the Board of Directors

Executive Vice President,
Logistics and Supply Chain

Executive Vice President and
Corporate Secretary

Claire A. Watts

Michael T. Duke

Lawrence V. Jackson

Vice Chairman,
Responsible for Wal-Mart International

Executive Vice President, President and
Chief Executive Officer, Global Procurement

Joseph J. Fitzsimmons

Gregory L. Johnston

Senior Vice President, Treasurer

Executive Vice President,
Club Operations, SAM’S CLUB

John E. Fleming

Executive Vice President, Product
Development, Apparel and Home
Merchandising, Wal-Mart Stores Division U.S.

Eric S. Zorn
Executive Vice President,
Wal-Mart Realty

Executive Vice President, Chief Marketing
Officer, Wal-Mart Stores Division U.S.

Board of directors
James W. Breyer

John D. Opie

Jim C. Walton

Mr. Breyer is the Managing Partner of
Accel Partners, a venture capital firm.

Mr. Opie is the retired Vice Chairman of the
Board of Directors and Executive Officer
of the General Electric Co., a diversified
technology, services, and products company.

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 91 communities in the states
of Arkansas, Oklahoma and Missouri.

M. Michele Burns
Ms. Burns is the Executive Vice President and
Chief Financial Officer of Marsh McLennan
Companies, a risk management company.

Douglas N. Daft
Mr. Daft is the retired Chairman of the
Board of Directors and Chief Executive
Officer of The Coca-Cola Company.

David D. Glass
Mr. Glass is the Chairman of the Executive
Committee of the Board of Directors of
Wal-Mart Stores, Inc.

Roland A. Hernandez
Mr. Hernandez is the retired Chairman of
the Board of Directors and Chief Executive
Officer of Telemundo Group, Inc., a Spanishlanguage television station company.
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J. Paul Reason
Mr. Reason is the Vice Chairman of Metro
Machine Corporation, an employee-owned
ship repair company.

S. Robson Walton

H. Lee Scott, Jr.

Christopher J. Williams

Mr. Scott is the President and Chief Executive
Officer of Wal-Mart Stores, Inc.

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

Jack C. Shewmaker
Mr. Shewmaker is the President of J-COM,
Inc., a consulting company, a retired
Wal-Mart executive and a rancher.

José H. Villarreal
Mr. Villarreal is a partner in the law firm of
Akin, Gump, Strauss, Hauer & Feld, L.L.P.

Mr. Walton is the Chairman of the Board of
Directors of Wal-Mart Stores, Inc.

Linda S. Wolf
Ms. Wolf is the retired Chairman of the Board
of Directors and Chief Executive Officer for
Leo Burnett Worldwide, Inc., advertising
agency and division of Publicis Groupe S.A.

Corporate and Stock Information
WAL-MART

Corporate information
Registrar and Transfer Agent:
Computershare Trust Company, N.A.
P.O. Box 43069
Providence, Rhode Island 02940-3069
1-800-438-6278
TDD for hearing-impaired inside the U.S. 1-800-952-9245
Internet: http//www.computershare.com/equiserve
Dividend reinvestment and direct stock purchase available

$61.05
$57.68
$54.97
$57.70

$54.69
$51.76
$51.33
$52.02

$53.51
$50.51
$49.80
$50.57

$46.81
$47.00
$42.49
$44.95

2007
1st Quarter*

Annual meeting:
Our Annual Meeting of Shareholders will be held on Friday, June 2,
2006, in Bud Walton Arena on the University of Arkansas campus,
Fayetteville, Arkansas.
Communication with shareholders:
Wal-Mart Stores, Inc. periodically communicates with its shareholders
and other members of the investment community about our operations.
For further information regarding our policy on shareholder and investor
communications refer to our website www.walmartstores.com/investors.
Independent registered public accounting firm:
Ernst & Young LLP
5414 Pinnacle Point Dr., Suite 102
Rogers, AR 72758
Corporate address:
Wal-Mart Stores, Inc.
702 S.W. 8th Street
Bentonville, Arkansas 72716
Telephone: 479-273-4000

High

Low

$47.76

$44.74

*Through March 20, 2006
Certifications
The Company’s Chief Executive Officer and Chief Financial Officer
have filed their certifications as required by the Securities and Exchange
Commission (the “SEC”) regarding the quality of the Company’s public disclosure for each of the periods ended during the Company’s fiscal year
ended January 31, 2006 and the effectiveness of internal control over financial reporting as of January 31, 2006 and 2005. Further, the Company’s
Chief Executive Officer has certified to the New York Stock Exchange
(“NYSE”) that he is not aware of any violation by the Company of the NYSE
corporate governance listing standards, as required by Section 303A.12(a)
of the NYSE listing standards, and he has certified to the Pacific Stock
Exchange that he is not aware of any violation by the Company of the Pacific
Stock Exchange Corporate Governance Rules, as required by Rule 5.3(m) of
the Corporate Governance Rules.
Shareholders
As of March 20, 2006, there were 312,663 holders of record of Wal-Mart’s
Common Stock.

Retail Internet Sites:
http://www.walmart.com
http://www.samsclub.com

www.corporatereport.com

1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

2006
High
Low

Fiscal year ended January 31,

Listings – Stock Symbol: WMT
New York Stock Exchange
Pacific Stock Exchange

Designed by Corporate Reports Inc./Atlanta

Market price of common stock
Fiscal year ended January 31,
2005
High
Low

Dividends paid per share
Fiscal year ended January 31, 2005
April 5, 2004
June 7, 2004
September 7, 2004
January 3, 2005

Corporate Internet Sites:
http://www.walmartstores.com
http://www.walmartfacts.com
The following reports are available without charge upon request by
writing the Company c/o Investor Relations or by calling 479-273-8446.
These reports are also available via the corporate website.
Annual Report on Form 10-K
Quarterly Reports on Form 10-Q
Current Reports on Form 8-K
Current Sales and Earnings Releases
Copy of Proxy Statement
Supplier Standards Report

Dividends paid per share
Fiscal year ended January 31, 2006

Sustainability in action

April 3, 2006
June 5, 2006
September 5, 2006
January 2, 2007

SCS-COC-00648

All of the paper used for Wal-Mart’s Annual Report came from well-managed forests
certified to the international standards of the Forest Stewardship Council (FSC). The
financial section paper also contains 10% post-consumer recycled fiber.

April 4, 2005
June 6, 2005
September 6, 2005
January 3, 2006

$
$
$
$

0.130
0.130
0.130
0.130

$
$
$
$

0.150
0.150
0.150
0.150

Dividends payable per share
Fiscal year ended January 31, 2007
$ 0.1675
$ 0.1675
$ 0.1675
$ 0.1675

MORE TO SMILE ABOUT
Great products at our stores and clubs in 2006.

RAZR™ cell phone
GE® compact fluorescent light bulbs
George Baby Organic™ clothing
Samsung® LCD television
Exsto™ men’s clothing

Uniflame® gas grill
Fresh flowers and plants

Bose® speakers

George™ women’s clothing

GE® appliances
Parent’s Choice® organic baby formula

Wal-Mart Stores, Inc.
702 S.W. 8th Street
Bentonville, Arkansas 72716
www.walmartstores.com
www.walmart.com
www.samsclub.com

Kid Connection® toys

