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As of January 31, 2008, there was $175 million of total unrecognized
compensation cost related to restricted stock rights granted under
the Plan, which is expected to be recognized over a weighted-average
period of 3.4 years. The total fair value of shares vested during the
fiscal year ended January 31, 2008, was insignificant.

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 Consolidated Balance
Sheets unless the associate has elected for the award to be settled
or deferred in stock.

During fiscal 2006, the Company began issuing performance share
awards under the Plan that vest based on the passage of time and
achievement of performance criteria. Based on the extent to which
the performance criteria 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 Consolidated Balance
Sheets unless the associate has elected for the award to be settled
or deferred in stock.

The fair value of the restricted stock and performance shares liabilities
are remeasured each reporting period. The total liability for restricted
stock and performance share awards at January 31,2008 and January 31,
2007, was $125 million and $153 million, respectively.

A summary of the Company’s non-vested restricted stock and
performance share award activity for fiscal 2008 presented below
represents the maximum number of shares that could be earned
or vested under the Plan:

Non-Vested Restricted Stock and Weighted-Average

Performance Share Awards Shares Grant-Date Fair Value
Restricted stock and

performance share awards

at January 31, 2007 10,095,000 $47.38
Granted 3,114,000 47.29
Vested (688,000) 50.52
Forfeited (1,734,000) 48.34
Restricted stock and

performance share awards

at January 31, 2008 10,787,000 $47.00

As of January 31, 2008, there was $198 million of total unrecognized
compensation cost related to restricted stock and performance share
awards granted under the Plan, which is expected to be recognized
over a weighted-average period of 3.5 years. The total fair value of
shares vested during the fiscal years ended January 31,2008, 2007
and 2006, was $24 million, $38 million and $20 million, respectively.
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8 Legal Proceedings

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 adversely decided
or settled by the Company, individually or in the aggregate, may
resultin liability material to the Company’s financial condition or
results of operations.

Wage and Hour “Off the Clock” Class Actions: The Company is a
defendant in numerous cases containing class-action allegations in
which the plaintiffs are current and former hourly associates who
allege that the Company forced them to work “off the clock” or failed
to provide work breaks, or otherwise that they were not paid correctly
for work performed. The complaints generally seek unspecified
monetary damages, injunctive relief, or both. Class or collective-action
certification has yet to be addressed by the court in a majority of
these cases. Where it has been addressed, certification has been
denied in nine of these cases; has been granted in whole or in part
in eleven of these cases; and has been conditionally granted for
notice purposes in three of these cases. In another nine such cases,
certification was denied and the case was then dismissed, and in
two additional such cases, certification was granted and the case
was then dismissed. The Company cannot reasonably estimate the
possible loss or range of loss that may arise from these lawsuits,
except as noted below.

One of the class-action lawsuits described above is 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 trial on the plaintiffs’ claims for monetary damages concluded on
December 22,2005. The jury returned a verdict of approximately
$57 million in statutory penalties and $115 million in punitive damages.
In June 2006, the judge entered an order allowing some, but not all,
of the injunctive relief sought by the plaintiffs. On December 27, 2006,
the judge entered an order awarding the plaintiffs an additional
amount of approximately $26 million in costs and attorneys' fees.
The Company believes it has substantial factual and legal defenses
to the claims at issue, and on January 31,2007, the Company filed

its Notice of Appeal.

In another of the class-action lawsuits described above, Braun/Hummel
v. Wal-Mart Stores, Inc., a trial was commenced in September 2006,

in Philadelphia, Pennsylvania. The plaintiffs allege that the Company
failed to pay class members for all hours worked and prevented
class members from taking their full meal and rest breaks. On Octo-
ber 13,2006, the jury awarded back-pay damages to the plaintiffs

of approximately $78 million on their claims for off-the-clock work and
missed rest breaks. The jury found in favor of the Company on the
plaintiffs" meal-period claims. On November 14, 2007, the trial judge
entered a final judgment in the approximate amount of $188 million,
which included the jury’s back-pay award plus statutory penalties,
prejudgment interest and attorneys' fees. The Company believes it
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has substantial factual and legal defenses to the claims at issue, and
on December 7,2007, the Company filed its Notice of Appeal.

In another of the class-action lawsuits described above, Braun v.
Wal-Mart Stores, Inc., a trial commenced on September 24, 2007, in
the First Judicial District Court for Dakota County, Minnesota, on the
plaintiffs’ claims for backpay damages. The plaintiffs allege that class
members worked off the clock and were not provided meal and
rest breaks in accordance with Minnesota law, and seek monetary
damages in an unspecified amount, together with attorneys’ fees,
interest, statutory penalties, and punitive damages, if any. Testimony
concluded on December 11, 2007, on the plaintiffs’ backpay claims,
and the judge took the matter under advisement. No ruling has been
received. The judge has not determined whether the plaintiffs will be
allowed to proceed to trial on their claims for punitive damages, but a
separate trial has been scheduled for October 20, 2008, in the event
those claims are allowed to proceed to trial. The Company believes
that it has substantial factual and legal defenses to the claims at issue.
The Company cannot reasonably estimate the possible loss or range
of loss that may arise from this litigation.

Exempt Status Cases: The Company is currently a defendant in two
putative class actions pending in federal court in California in which
the plaintiffs seek certification of a class of salaried managers who
challenge their exempt status under state and federal laws. In one
of those cases (Sepulveda v. Wal-Mart Stores, Inc.), class certification
has been denied and the ruling is now on appeal. In the other
(Salvador v. Wal-Mart Stores, Inc. and Sam’s West, Inc.), certification
has not yet been addressed by the trial court. The Company cannot
reasonably estimate the possible loss or range of loss that may arise
from these lawsuits.

Gender Discrimination Cases: The Company is a defendant in Dukes
v. Wal-Mart Stores, Inc,, a class-action lawsuit commenced in June 2001
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. 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 certi-
fied currently includes approximately 1.6 million present and former
female associates.

The Company believes that the district court's ruling is incorrect. On
August 31, 2004, the United States Court of Appeals for the Ninth Cir-
cuit granted the Company’s petition for discretionary review of the
ruling. On February 6, 2007, a divided three-judge panel of the Court
of Appeals issued a decision affirming the district court’s certification
order. On February 20, 2007, the Company filed a petition asking that
the decision be reconsidered by a larger panel of the court. On
December 11,2007, the three-judge panel withdrew its opinion of

February 6, 2007, and issued a revised opinion. As a result, Wal-Mart's
Petition for Rehearing En Banc was denied as moot. Wal-Mart filed

a new Petition for Rehearing En Banc on January 8, 2008. If the Com-
pany is not successful in its appeal of class certification, or an appel-
late courtissues 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, orin 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 that may arise from the 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 injunc-
tive and prospective affirmative relief. The complaint alleges that the
Company based hiring decisions on gender in violation of Title VIl of
the 1964 Civil Rights Act as amended. The EEOC can maintain this
action as a class without certification. The Company cannot reason-
ably estimate the possible loss or range of loss that may arise from
this litigation.

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

of operations.

9 Commitments

The Company and certain of its subsidiaries have long-term leases
for stores and equipment. Rentals (including amounts applicable to
taxes, insurance, maintenance, other operating expenses and contin-
gent rentals) under operating leases and other short-term rental
arrangements were $1.6 billion, $1.4 billion and $1.0 billion in 2008,
2007 and 2006, respectively. Aggregate minimum annual rentals at
January 31,2008, under non-cancelable leases are as follows:

(Amounts in millions) Operating Capital
Fiscal Year Leases Leases
2009 $ 1,094 $ 595
2010 1,051 576
2011 994 561
2012 866 528
2013 788 494
Thereafter 8,966 3,243
Total minimum rentals $13,759 $5,997
Less estimated executory costs 27
Net minimum lease payments 5,970
Less imputed interest at rates

ranging from 3.0% to 13.6% 2,051
Present value of minimum

lease payments $3,919

Certain of the Company’s leases provide for the payment of contingent
rentals based on a percentage of sales. Such contingent rentals
amounted to $33 million, $41 million and $27 million in 2008, 2007 and
2006, respectively. Substantially all of the Company’s store leases have
renewal options, some of which may trigger an escalation in rentals.
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In connection with certain debt financing, we could be liable for early
termination payments if certain unlikely events were to occur. At
January 31,2008, the aggregate termination payment would have
been $129 million. The two arrangements pursuant to which these
payments could be made expire in fiscal 2011 and fiscal 2019.

In connection with the development of our grocery distribution
network in the United States, we have agreements with third parties
which would require us to purchase or assume the leases on certain
unique equipment in the event the agreements are terminated.
These agreements, which can be terminated by either party at will,
cover up to a five-year period and obligate the Company to pay up
to approximately $97 million upon termination of some or all of
these agreements.

The Company has potential future lease commitments for land and
buildings for 165 future locations. These lease commitments have
lease terms ranging from 2 to 39 years and provide for certain mini-
mum rentals. If executed, payments under operating leases would
increase by $67 million for fiscal 2009, based on current cost estimates.

1 0 Retirement-Related Benefits

In the United States, the Company maintains a Profit Sharing and 401(k)
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, and the
Company makes an additional contribution to the associates’ 401(k)
component of the plan. In addition to the Company contributions,
associates may elect to contribute a percentage of their earnings to
the 401(k) component of the plan. During fiscal 2008, participants
could contribute up to 50% of their pretax earnings, but not more
than statutory limits.

Associates may choose from among 13 different investment options
for the 401(k) component of the plan and 14 investment options for
the Profit Sharing component of the plan. For associates who did not
make an election, their 401(k) balance in the plan was placed in a
balanced fund. Associates’ 401(k) funds immediately vest, and associates
may change their investment options at any time. Associates with three
years of service have full diversification rights with the 14 investment
options for the Profit Sharing component of the plan. Prior to January 31,
2008, associates were fully vested in the Profit Sharing component of
the plan after seven years of service, with vesting starting at 20% at
three years of service and increasing 20% each year until year seven.
Effective January 31,2008, associates are fully vested in the Profit
Sharing component of the plan after six years of service, with vesting
starting at 20% at two years of service and increasing 20% each year
until year six.

Annual contributions made by the Company to the United States
and Puerto Rico Profit Sharing and 401(k) Plans are made at the sole
discretion of the Company. Expense associated with these plans was
$945 million, $890 million and $827 million in fiscal 2008, 2007 and
2006, respectively.





