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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

ý QUARTERLY REPORT PURSUANT TO SECTION 13 OR
15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended August 29, 2009

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from                             to                              
Commission File Number: 1-5742

RITE AID CORPORATION
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

23-1614034
(I.R.S. Employer

Identification No.)

30 Hunter Lane,
Camp Hill, Pennsylvania

(Address of principal executive offices)
17011

(Zip Code)
Registrant's telephone number, including area code: (717) 761-2633.

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report):
Not Applicable

        Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months, and (2) has been subject to such filing requirements for the past 90 days. Yes ý    No o

        Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
(or for such shorter period that the Registrant was required to submit and post such files). Yes o    No o
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        Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of "large accelerated filer," "accelerated filer," and "smaller reporting company" in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ý Accelerated filer o Non-accelerated filer o
(Do not check if a smaller

reporting company)

Smaller reporting company o

        Indicate by check mark whether registrant is a shell company (as defined in Rule 12b-2 of the Exchange act). Yes o    No ý

        Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable date.

        The registrant had 888,090,443 shares of its $1.00 par value common stock outstanding as of September 30, 2009.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        This report, as well as our other public filings or public statements, includes forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. These forward-looking statements are identified by terms and phrases such as "anticipate," "believe,"
"intend," "estimate," "expect," "continue," "should," "could," "may," "plan," "project," "predict," "will" and similar expressions and include
references to assumptions and relate to our future prospects, developments and business strategies.

        Factors that could cause actual results to differ materially from those expressed or implied in such forward-looking statements include, but
are not limited to:

�
our high level of indebtedness;

�
our ability to make interest and principal payments on our debt and satisfy the other covenants contained in our senior
secured credit facility and other debt agreements;

�
general economic conditions (including the impact of continued high unemployment and changing consumer shopping
behavior), inflation and interest rate movements;

�
our ability to improve the operating performance of our stores in accordance with our long term strategy;

�
our ability to realize same store sales growth;

�
our ability to hire and retain pharmacists and other store personnel;

�
the efforts of private and public third party payors to reduce prescription drug reimbursement and encourage mail order;

�
competitive pricing pressures, including aggressive promotional activity from our competitors;

�
decisions to close additional stores and distribution centers, which could result in further charges to our operating statement;

�
our ability to manage expenses;

�
our ability to realize the benefits from actions to further reduce costs and investment in working capital;

�
continued consolidation of the drugstore industry;

�
changes in state or federal legislation or regulations;

�
the outcome of lawsuits and governmental investigations; and

�
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other risks and uncertainties described from time to time in our filings with the Securities and Exchange Commission ("the
SEC").

        We undertake no obligation to update or revise the forward-looking statements included in this report, whether as a result of new
information, future events or otherwise, after the date of this report. Our actual results, performance or achievements could differ materially from
the results expressed in, or implied by, these forward-looking statements. Factors that could cause or contribute to such differences are discussed
in the section entitled "Risk Factors" and "Management's Discussion and Analysis of Financial Condition and Results of Operations" included
herein and included in our Annual Report on Form 10-K for the fiscal year ended February 28, 2009 (the "Fiscal 2009 10-K"), which we filed
with the SEC on April 17, 2009, our Quarterly Report on Form 10-Q for the thirteen weeks ended May 30, 2009 (the "First Quarter 2010
10-Q"), which we filed on July 8, 2009, and our Current Report on Form 8-K which we furnished to the SEC on June 8, 2009. These documents
are available on the SEC's website at www.sec.gov.
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 PART I. FINANCIAL INFORMATION

 ITEM 1.    Financial Statements

RITE AID CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)
(unaudited)

August 29,
2009

February 28,
2009

ASSETS
Current assets:

Cash and cash equivalents $ 121,007 $ 152,035
Accounts receivable, net 621,336 526,742
Inventories, net of LIFO reserve of $776,007 and $746,467 3,423,956 3,509,494
Prepaid expenses and other current assets 98,342 176,661

Total current assets 4,264,641 4,364,932
Property, plant and equipment, net 2,460,790 2,587,356
Other intangibles, net 917,429 1,017,011
Other assets 409,818 357,241

Total assets $ 8,052,678 $ 8,326,540

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:

Current maturities of long-term debt and lease financing obligations $ 50,345 $ 40,683
Accounts payable 1,233,771 1,256,982
Accrued salaries, wages and other current liabilities 1,042,294 1,004,762

Total current liabilities 2,326,410 2,302,427
Long-term debt, less current maturities 5,712,547 5,801,230
Lease financing obligations, less current maturities 151,749 169,796
Other noncurrent liabilities 1,262,501 1,252,739

Total liabilities 9,453,207 9,526,192
Commitments and contingencies � �
Stockholders' deficit:

Preferred stock�series G, par value $1 per share, liquidation value
$100 per share; 2,000 shares authorized; shares issued .006 and ..006 1 1
Preferred stock�series H, par value $1 per share, liquidation value
$100 per share; 2,000 shares authorized; shares issued 1,478 and
1,435 147,836 143,498
Common stock, par value $1 per share; 1,500,000 authorized; shares
issued and outstanding 887,951 and 886,113 887,951 886,113

Additional paid-in capital 4,270,496 4,265,211
Accumulated deficit (6,667,143) (6,452,696)
Accumulated other comprehensive loss (39,670) (41,779)

Total stockholders' deficit (1,400,529) (1,199,652)

Total liabilities and stockholders' deficit $ 8,052,678 $ 8,326,540

See accompanying notes to condensed consolidated financial statements.
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RITE AID CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

(unaudited)

Thirteen Week Period
Ended

August 29,
2009

August 30,
2008

Revenues $6,321,870 $6,500,244
Costs and expenses:

Cost of goods sold 4,633,595 4,722,070
Selling, general and administrative expenses 1,645,913 1,780,631
Lease termination and impairment charges 28,752 51,825
Interest expense 128,828 118,565
Loss on debt modifications and retirements, net 993 36,197
(Gain) loss on sale of assets, net (4,188) 7,607

6,433,893 6,716,895

Loss before income taxes (112,023) (216,651)
Income tax expense 3,989 5,346

Net loss $ (116,012) $ (221,997)

Computation of loss attributable to common stockholders:
Net loss $ (116,012) $ (221,997)
Accretion of redeemable preferred stock (26) (26)
Cumulative preferred stock dividends (4,338) (5,368)

Loss attributable to common stockholders�basic and diluted $ (120,376) $ (227,391)

Basic and diluted loss per share $ (0.14) $ (0.27)

See accompanying notes to condensed consolidated financial statements.
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RITE AID CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

(unaudited)

Twenty-Six Week Period
Ended

August 29,
2009

August 30,
2008

Revenues $12,853,048 $13,113,100
Costs and expenses:

Cost of goods sold 9,390,707 9,526,680
Selling, general and administrative expenses 3,356,585 3,573,605
Lease termination and impairment charges 95,738 88,087
Interest expense 238,306 236,805
Loss on debt modifications and retirements, net 993 39,905
(Gain) loss on sale of assets, net (24,139) 12,947

13,058,190 13,478,029

Loss from continuing operations before income taxes (205,142) (364,929)
Income tax expense 9,316 10,339

Loss from continuing operations $ (214,458) $ (375,268)
Loss from discontinued operations � (3,369)

Net loss $ (214,458) $ (378,637)

Computation of loss attributable to common stockholders:
Net loss $ (214,458) $ (378,637)
Accretion of redeemable preferred stock (51) (51)
Cumulative preferred stock dividends (4,338) (11,490)

Loss attributable to common stockholders�basic and diluted $ (218,847) $ (390,178)

Basic and diluted loss per share $ (0.25) $ (0.47)

See accompanying notes to condensed consolidated financial statements.
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RITE AID CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

(unaudited)

Twenty-six Week Period
Ended

August 29,
2009

August 30,
2008

Operating activities:
Net loss $ (214,458) $ (378,637)
Adjustments to reconcile to net cash provided by (used in) operating
activities:

Depreciation and amortization 271,760 295,942
Lease termination and impairment charges 95,738 88,087
LIFO charges 29,540 30,188
(Gain) loss on sale of assets, net (24,139) 12,995
Stock-based compensation expense 12,509 16,203
Loss on debt modifications and retirements, net 993 39,905
Proceeds from insured loss 1,380 �
Changes in operating assets and liabilities:

Net (payments to) proceeds from accounts receivable securitization (155,000) 65,000
Accounts receivable 56,886 7,745
Inventories 55,039 (95,194)
Accounts payable 37,003 16,971
Other assets and liabilities, net 43,491 (108,414)

Net cash provided by (used in) operating activities 210,742 (9,209)

Investing activities:
Payments for property, plant and equipment (81,199
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