- SETTLEMENT AGREEMENT

"L Parties | f
This Settlement 'Agreernent (“Agreement”) ié eritered into between the State of Arizona and
the defendant Walgreen Co. and its afﬁli.ates and - subsidiaries, (See Exhibit A attached)
. (Achalkgreens”), actirrg through their authoriied representatives thereinaﬁer r_eferred to as “the
| Parties”)_.' |
IL _. Preamble_ o
. Asa pré.amble to this Agreement,'_the Parties agree to the following:
A, Walgreen_ Co.. is an. Illinois corporatiorl headquartered in 'Deerﬁeld, Illihois.' '
Walgreens is a nati'onwide retail pharrrlacy chain with over 5,000 storee in48 .states' and Puerto Rico.
B . Relator Bernard Lisitza is anvindividual resident of the State of Illinois On January
31, 2003 Relator filed a quz tam actlon Im the United States Dlstrlct Court for Northem DlStI'lCt of 2
Illinois captloned United States et al ex rel Bernard Lzsztza . Walgreens Co No. 03 C 744
(heremafter “the Civil Actlon”).‘ N .
.C. The State of Arizona contends that Walgreens subrﬁitted or caused to be _submrtt'ed
| claims for payment to the State of Arizo_r_ra’é Medicaid Pro’grar_n‘ (“Medicaid”), 42 US.C. §§ 1396-. '. |
6. - o | ” B
| | _D. | v' 'T_he State o'f.A'r.i.zorla'_co.nterrds that it has certain c1v11 and.admin.istrativernonetary o
'_ claims as speciﬁed in suhparagraphsi ii, and iii- 'a.gainst Walgreens for"en.gag.ing in the following
.conduct (heremafter referred to as the “Covered Conduct”) | |

i From July 1, 2001 through December 31, 2005 Walgreens 1mproper1y_'_

switched its Medicaid pat1ents who were prescr1bed Ranitidine (generlc Zantac) 150 mg or 300 mg : : N




tablets or a prescription that did not speeify a dosage fonn to the capsule forrn of the drug. Thisv
, swnch occurred because of Federal Upper erlts (“F ULs”) that had been placed on the tablet form
of Ranitidine by the Centers for Medicare and Medicaid Serv1ces (“CMS”).

i | -~ From August 1, 2001 through December 31, 2005, Walgreens 1mproperly ;
svtntched its Medlcald patlents who were prescnbed Fluoxetlne (generlc Prozac) 10 rng or 20 mg
capsules ora prescnptlon for those drugs thet did not spemfy the dosage form to the tablet form of

the drug.

il | From Julyl 2001 through December 31, 2005 Walgreens 1mproperly switched its .

Medtceud pattents who were prescrlbed Selegrllne (genenc Eldepryl) Smg tablets ora prescnptlon
~for those drugs that did not specrfy the dosage form to the capsule form of the drug
E. The State of L contends that asa result of engaglng 1n this sw1tch1ng behav1or as- -
N descrlbed in D(l)(n)and (111) Walgreens reoelved rermbursement arnounts from Medlcard that were

| 'hlgher than it was ent1tled to receive. - | | ‘

F. .This Settlement Agr‘eement is not an redmiss.i'on ot" liahility hy‘ Walgreens, nor is n:
evidence of any velid eleim. Walgreens denies the Stete’s contentions ineluding the eontentions thet |
it drspensed 1mproper dosage forms of any presenptlon drug and that it did so beeause of the | '
exrstence ofa FUL for any drug product Walgreens also denies that it has any habthty to the Stete’,’
for the Covered Conduct. Nothmg in thrs Settlement -Agreement nor any con31derat10n.exchanged

: pursuant to tlns Settlement Agreement shall be construed as an admlssmn or ﬁndmg of hab111ty or ,: o
- A wrongdomg by Walgreens | |
| G. Walgreens is concurrently entermg 1nto a separate settlement agreement (herelnafter A "

referred to as the “Federal Settlement Agreement ancl Release”) w1th the Umted States Department o



‘ of Justice (hereinafter referred to as the “United States’.’) which wrll be receiving settlement funds
from Walgr‘eens pursuant to l?aragraph l(a) below for the Covered Cenduet des.crihed in Paragraph D'
above.’ | . | |

H  To aveid the delay, uncertainty, inconvenienee, and eXpense of protracted litigation of 7
ethe al)ove claims, the Parties reaeha full and t_lnal settlement pursuant to the Terms and Conditions
below. | | |

II.  Terms and Conditions

SIS »'xWalgreensagrees to. pay to_the United States and the states which will be receiving . ..

settlement funds pursuant to this paragraph (“the Participating States”} eollectivel)r $35 rnillion (the
“Settlernent Amount”) The Settlement Amount is to be pard to the Umted States and the
Parttctpatmg States as follows

a. ~~ Walgreens and the Untted States agree that the sum of $18 584 972. 62;-,:
represents the Federal Share (the “Federal Settlement Amount ) Walgreens agrees to pay the
| Federal Settlement Amount to the Umted States by electronre funds transfer pursuant to written
instructions to be provided by the;U..S. Attorney’s Ofﬁee for the Northern District of Illinois.
Walgreens agrees to‘make this electronic funds transfer no later than‘ lQ days from the Effective_ Date

of the Federal Settlement Agreement and Release

b. Walgreens and the Partlcrpatmg States agree that the sum of $l 6,4 l 5,027. 37 S

represents the Partlctpattng States share (the “State Settlement Amount’ B] under terms and '
, condrttons agreed upen by Walgreens and the Partrcrpatlng States (the “State Settlement :
'Agreements ) thhm ten busrness days from the executron of the State Settlement Agreements by'

“all of the Part1c1pat1ng States, or at any earlier date as 0therw15e agreed »rn'_vmtmg between -



- Walgreens and the National Association of ‘Medkieaid Fraud Contrbl Units; Negetiating Team
:(“NAMFCU”) Walgreens shall transfer the State Settlement Amount to an account designated by
NAMFCU for d1str1but10n to the Partlelpatmg States. | |
| :Abc.‘ ' The total port1on of the Settlement Amount pa1d by Walgreens in settlement
| bfor the Covered Conduct to the State of Arlzona 1s $l 069 941 96 cons1stmg ofa portlon pald to the
State of Anzena under this agreement and another portlon pald to the federal government aspartof
thexFegleral Settlement Agreement and Release. The individual portion of the State Settlement
Amount-‘alleeable to »the,.State‘of Ari.zona under this agteement is the sum of $314,089.46.
, d Centingent upon the Participatlng States | receiving the State Settlement -
Amount ftom Walgreens and ias soon as feasible after receipt, the Partielpating States agree to pay '
: $l 844, 377.28' to Relator by electronic funde transfer pursuant to instfuctlons proyided by Counsel |
for the Relator M1chael I. Behn of Belm & Wyetzner Chartered - |

2. . Subj ectto the exceptlons in Paragraph 3 below in con51derat1on of the obhgatlons of

- Walgreens in this Agreement, conditioned»upon Walgreens_’ full payment of the Pederal and State' o

Settlement Amounts, the State of AfiZona on behalf of itself, its officers, agents, agencies, and-
departments, agrees to release Walgreens and its current and former directors, officers, e’mployees-,

- and agents from any civil or administrative monetary claim the State of Arizona has or may have for

" the Covered VConduct.]

30 Notwithstanding any term of this Agreement, the State of Arizona specifically does
- notrelease any personvovfl entity from any of the following claims or liabilities: a. any civil, criminal, .
or adrhinistrative liability arising under State of Arizena revenue codes; b, any criminal liabilitjé; c -

_ ' any ciifilor administrative liability not covered by this release that Wal greens has ef may have under ‘; -



any state statute, regulation, or rule;A d. any liability to the State of Arizona (or its agencies) for any
conduct other than the Covered Conduct; e. any liability based npon snch obligations as are created
- by this Agreernent; f. except as explicitly stated in this agreement, any administrative liability,
including mandatory eXelusion from the State of Arizona’s Medicaid Program; » and g. any claims
for eersonal injury vor property damage or for other consequential darnages related to the Covered
Conduct. | |
4. ._ In consideration of the obli gations of Walgreens in this Agreernent and the Corporate
-Integrity Agreenrent -(-“C_lA?’j entered into.between OleHHS,and Walgreens, and conditioned upon
- ;Wal greens’ full payrnent ofthe Federal and State Settlement Amounts, the State of Arizona agrees to
release and refrain from instituting, directing, or rmaintaining ,any admlnistrative action seeking
exclusmn from the State of Arizona’s Medlcard Pro gram except as reserved in Paragraph‘3 for the |
Covered Conduct, Nothmg in thrs Agreement precludes the State of Arizona from takmg action |
| agarnst Wal greens in the event that Wal greens 18 excluded by the federal govemment or for conduct
and practices other than the Covered Conduct. The Medleard Fraud Control Unit for the State of
Arizona further agrees to refrarn from recommendmg,‘ causing or: attenlptmg to cause any

" administrative action or sanction, including debarnlent,' by any other governmental agency of the -

State of Arizona for the Covered Conduct. The State of Arizona does not have the authority o -

e release Wal greens from any clalms or aet1ons whrch may be asserted by prrvate payers or 1nsurers . ;
| 1nclud1ng those that are pard by a state’s Medreard Pro grarn on a capitated basrs o
5 - Walgreens warvesand shall not assert any defenses \l\"algreens may have to any ’
crlmrnal prosecutlon or admmrstratrve actron for the Covered Conduct that is based in \vhole orb »

K | in part on a contention that‘, u‘nder the Double Jeopardy Clause in the Fifth Arnendment‘of the 3



Constitution, or ﬁnder’ the Excessive VFines‘ Clau:se inthe El ghth Amendment of the Consti_tution, this
Agreement barsA 5 remedy sdught in sﬁch criminél(prosecution or administréti?e action; however, éll :
6ther defenses that Walgreéhs may ha‘\fe are not v\‘/aived[ Nothing in this Paragraph or any other
‘ pro?ision of this Agréement cChstitutés an agreement by the State of Arizqna concerning the
characterization of the S'eﬁlemént Amount for purposes of state're?enﬁe Alaws.

6. Walgreens ‘fully and finally releases the State kof A‘ri‘zokné, its agencies, employees,
sérvants, and agents from any claims (including-éttomey?s fees, costs, and éxpenses of every kind A
. and however denomiﬁated)‘thét .Wal;greens has asscged, cquld_hav_ec és\s«cgt;_:d,“ or.may assert in the.
fu_ture agaiﬁét the State of AriZona, its aglencies',vemployees, Servant_s, and agel'ns., fof fhe Covered
o A C@ﬁduct and the State of Afizpna’é iﬁvéstigatioﬁ and prosecutioﬁ of the C‘bovered Cénduct; :

7.A The Settlement Amount Shall not be de¢reased asa ;esult of the denial of claims for
payment no?«'being ‘withheld from .payrrlle>nt by the.‘Sjtaté of Afizéng*é MédicaidProgrét;l or other .
’ 'é;tvate pay§r fof the Covered Conduct; and sz_‘zilgreer-lsv shall not resubmit to the Sfate éf A;i‘zoria’s V
B 'I\/:Ié‘diéyaid P:oéramz or ény staté 'péyér any préviousrly, denié& c‘l_aimsk for the Covered Conduct, and ‘
s};mll not appeal any such denials of cléims.' |
8. The State of .Arizoha agrees to dismiss with pre;j udicé an:y lawsuit specifically as to
Waigreens, includihg anyvcjuz' tam “whistléﬁlgwér” lawsuit, in which the state has inteﬁenéd anc.l/or/
hasithe 'authorit'y to diémiss,‘ c;;rrently péhding égairﬁSt Walgréens 1n tﬁé couﬁs of thc‘ State of‘
: A:izoné or in Federal Court, 'fof thg Cov‘ére‘cAi Condu;:t. ‘
| 9. Walgreens agreés to cAoo<perc;1te: fully aﬁd irgthfully vaiih the State of Arizoné’s,} -
’ihveé.t_igaﬁon,reblatéd to the Cd?eredkCohdAﬁcf of individuals and ebntAitiesAﬁot releaséd in this

o Agre'ement, Upon reasonable notice, Walgfechs shall encourage, and agrees not to impair the .



cooperation of its dire;ctofs, officers, andemployees',!and shall ﬁse its best efforts to make o
A availablé, and ehcoﬁrage the cooperzitioﬁ of former directofs, ofﬁcers, and employeeé for
interviéws and testimony, ;onsistent with th’é rights apd ﬁrivileges of such individuals. Upon
, reagonable request, 'Walgreéns agrees tor. fufnish to the State of Ariz.o‘na 'c(:)mplete and unredacted
N copies of all docuﬁaents, reports,"meméranda of interviéws, andkre'cords in ifs possession,
cusiﬁg)ciy, or ‘control concerning ahy investigation of the Covered Conduct that it has undertaken,
or that has been pé:forrﬁed ’by its counsél or other agent, unless such material is covered by a
valid ciaim~0f~privilége. e el B
10. E)I(cept as provided herein, this Agreexhent is intended t;)’ be for the beneﬁt.of the‘
| Parties only. | o | | |
11, Walgreens wai&es and shall not ,seek payrhént for any of the health cére billings
. covered by this VAgree‘méntb from any healfhvcafe beﬁéﬁg_iarigs gr thei; parénts, sponsors, legally'k -
respohsible individuals, or third party payérs baséd rﬁlv)on £hé Aclai-msV deﬁnédk as Céverea Céh&uet; '

| 120 .'AWzvd’greens Warfeihts that it has revié&e’d its ﬁnéncial situation_and fhat it currently 1s
solven’tvwivth‘in thé meaniﬁg of 11 USC §8 ‘5‘47‘(b)‘(3) and 7548(a)(1)(B)’(ii)(I), and shall rerﬁain |
: ,solven.t fpllowing payrﬁent to the 'Unvited States’ and the Paﬁicipating StatcsA of thg Settlement |
'Amourylt. | Further, the Parties warrant fhat,l in ev’éluating‘whe‘ther o execute this Agfeement; fhéy (@
have” i’nte'nded thét the mﬁmal !promisés, éb’rv;e‘nants’,, and ébligatibhs set forth .clonstitutie, a
conﬁemporaneoﬁs exchange for new value given to Walgréens, wifhiﬁ the meaningvo.f 11 USC§
'54’("(&‘)(»1’); and:(b)’ cvon‘clnude that theé’e‘mutual 'provmivses, éQvénanis; aﬁd_ obligétions do, rin fa'ct;,f,j, o
: cohstitute su§h a contempcrar;eouséxchange. ‘F’urtrher, the Parties warrant that the mutual p'roni‘isés.,

covenants, and obligations set forth herein are intended to and do, in fact, represent a reasonably



| equivalent eXchange of vaiue‘ that is vnet intended to hinder "deiay, or defraud any entity that
‘Walgreens was or became mdebted toonor after the date of th1s transfer ‘within the meamng of 11.
U.S. C § 548(a)(1) | ‘ | |
- 13. - Inadditionto atl other payments and respensibilities under this ag‘reement,vWal greens
agrees to pay all reasonable tratzel eosts and er{pensee for the NAMFCU Team jn an amount not to
, exceed $10;OO0.00.' Waigreens will pay this amount by separate cheek or wire transfer made ’payable

to the National Association of Medicaid Fraud Control Units after the Participating States execute

-~ this agreement or as otherwise agreed by the parties. o

‘14,. : Walgreens represents tnat tnis_ Agreement is freely and vQInntarily; entered into .
',‘wrtheut,any~'degree of duress or cempulsion whatsoe\}er. - |

- 15, 7. This Agreement is govemed by the laws of the State of Anzona - This Agreement
constrtutes the complete agreement between the Partles Th1s Agreement may not be amended: ,

- except by written consent of the Pames.

. 16. The 1nd1v1duals srgmng thrs Agreement on behalf of Walgreens represent and waxrant - o

: E that they are authorized by Walgreens to execute thlS Agreement The 1nd1v1duals srgmng this

Agreementon behalf of the State of Arizona represent and, warrant that they are signing this

. Agreement in their official capacities and are authorized by the State of Arizona to execute this - o

| V‘Agreement; B
rl’?.. Thls Agreement may be executed in Acoyunterparts each of whlch const1tutes an "
- : ongmal and all of whrch constltute oneuand the sarne Agreement |
- f 1’8 ,7 Th1s Agreement rs' bmdlng on and i 1nures to the beneﬁt Ao'f Walrgreens’ eueeesaore;' o

- transferees, heirs, and assigns.*



19. Ail Parties coﬁsent‘ to the disclpsure of this Agree;meht, and information about this
. Agreement, to "the public. 1 o |

- 20. Thxs Agreement is eﬁ"gctiﬂre on the date. of signature of thé Iaét signatory to the |
‘AAgreem‘ént (Effective Date of this A‘greément). F acsimiles of sigﬁatures shall constitute accéptable, -

‘binding ‘signatures for purposes of this Agreement.



- STATE OF ARIZONA

e of Arfzona ‘
Office of the Attorney General
Medicaid Fraud Control Unit

DATED:_Apl 17,3098 BY:

'DIRECTOR
PROGRAM INTEGRITY

. DATEDfpri 3 200¢" BY:

Medicaid Program -



Walgreen Co. - DEFENDANT -

- DATED:

DATED:

BY: '

-~ DANAL GREEN
Senior Vice President ‘ ,
General Counsel and Corporate Secretary
"Walgreen Co. ' :

BY: o
FREDERICK ROBINSON

Fulbright & Jaworski L.L.P.
Counsel for Walgreen Co.

11



Wélgréeri Co.

Bond Drug Co. Of Illinois, LLC

Walgreen Hastings Co..
- Walgreen Eastern Co.

Walgreen Louisiana Co.

EXHIBIT A

- Walgreen Arizona Drug Co.

~ Happy Harry’s, Inc. -

Wéllgreen of Puerto Rico, Inc.

, Walgreen of San Patricio, Inc.

SEC R



