Taking it to the Net (Chapter 5) PROBLEM 

The financial statements of Walgreen Corporation, one of the nation’s largest discount drugstores, can be accessed by going to their website at www.walgreens.com.   Follow the directions below to view their 2005 Annual Report:

1. After going to the main webpage address above, click on “Company Info” at the bottom of the page.

2. Click on “Investor Relations”.

3. Click on “Investor Resources”.

4. Click on “Annual Reports/Proxies”.

5. Click on “2005 Annual Report-PDF Version”

Next, scroll down through the Annual Report until you reach the Consolidated Balance Sheets and Consolidated Statements of Earnings for 2005 and 2004.  Use selected information in these financial statements to answer the following questions:

a. What was Walgreen’s acid-test [quick] ratio for both 2005 & 2004?

b. What was Walgreen’s gross margin percentage for both 2005 and 2004?

Next, access the financial statements of Rite Aid Corporation, one of Walgreen’s competitors in the discount drugstore line of business. Go to www.riteaid.com, click on “Investor Information” followed by “Annual Reports”, and finally “Fiscal 2005 Annual Report on Form 10-K & Proxy”.  You will need to scroll most of the way through the 10-K [see second Table of Contents] to find the balance sheet and income statement [or statement of operations].

c. Compute Rite Aid’s acid-test ratio and gross margin percentage for 2005 and compare these values with those computed for Walgreen’s above.

