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PROSPECTUS

RITE AID CORPORATION

Offer to exchange $150.0 million aggregate principal amount of 9.25% Senior Notes Due 2013 (which we refer
to as the old notes) for $150.0 million aggregate principal amount of 9.25% Senior Notes due 2013 (which we
refer to as the new notes) which have been registered under the Securities Act of 1933, as amended.

The exchange offer will expire at 5:00 p.m., New York City time, on October 10 , 2003, unless
we extend the exchange offer in our sole and absolute discretion.

Terms of the exchange offer:

•We will exchange new notes for all outstanding old notes that are validly tendered and not
withdrawn prior to the expiration or termination of the exchange offer.
•You may withdraw tenders of old notes at any time prior to the expiration or termination of the
exchange offer.
•The terms of the new notes are substantially identical to those of the outstanding old notes, except
that the transfer restrictions and registration rights relating to the old notes do not apply to the new
notes.
•The exchange of old notes for new notes will not be a taxable transaction for U.S. federal income
tax purposes, but you should see the discussion under the caption "Material Federal Income Tax
Considerations" for more information.

• We will not receive any proceeds from the exchange offer.
•We issued the old notes in a transaction not requiring registration under the Securities Act, and as
a result, their transfer is restricted. We are making the exchange offer to satisfy your registration
rights, as a holder of the old notes.
There is no established trading market for the new notes or the old notes.

Each broker-dealer that receives new notes for its own account pursuant to the exchange offer must acknowledge that
it will deliver a prospectus in connection with any resale of such new notes. The letter of transmittal states that by so
acknowledging and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an "underwriter"
within the meaning of the Securities Act. This prospectus, as it may be amended or supplemented from time to time,
may be used by a broker-dealer in connection with resales of new notes received in exchange for old notes where such
old notes were acquired by such broker-dealer as a result of market-making activities or other trading activities. We
have agreed that, starting on the expiration date (as defined herein) and ending on the close of business 180 days after
the expiration date, we will make this prospectus available to any broker-dealer for use in connection with any such
resale. See "Plan of Distribution."
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See "Risk Factors" beginning on page 13 for a discussion of risks you should consider prior to tendering your
outstanding old notes for exchange.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.

The date of this prospectus is September 11, 2003.
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This prospectus incorporates by reference important business and financial information about us that is not included in
or delivered with this document. Copies of this information are available without charge to any person to whom this
prospectus is delivered, upon written or oral request. Written requests should be sent to:

Rite Aid Corporation
30 Hunter Lane
Camp Hill, Pennsylvania 17011
Attention: Investor Relations.

Oral requests should be made by telephoning (717) 761-2633.

In order to obtain timely delivery, you must request the information no later than October 2, 2003, which is
five business days before the expiration date of the exchange offer.

Notwithstanding anything expressed or implied to the contrary in this prospectus and the documents referred
to herein, the parties (and each employee, representative, or other agent of the parties) may disclose to any and
all persons, without limitation of any kind, the tax treatment and any facts that may be relevant to the tax
structure of the transaction, provided, however, that no party (and no employee, representative, or other agent
thereof) shall disclose any other information that is not relevant to understanding the tax treatment and tax

Edgar Filing: RITE AID CORP - Form 424B3

2



structure of the transaction (including the identity of any party and any information that could lead another to
determine the identity of any party), or any other information to the extent that such disclosure could result in
a violation of any federal or state securities law.

i

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents we are incorporating by reference include forward-looking statements. 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 our 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, including the indenture
governing the new notes;
•our ability to improve the operating performance of our existing stores in accordance with our
management's long term strategy;

• our ability to hire and retain pharmacists and other store personnel;
• the outcomes of pending lawsuits and governmental investigations;

• competitive pricing pressures and continued consolidation of the drugstore industry; and
•the efforts of third-party payors to reduce prescription drug costs, changes in state or federal
legislation or regulations, the success of planned advertising and merchandising strategies, general
economic conditions and inflation, interest rate movements, access to capital, and our relationships
with our suppliers.
We undertake no obligation to revise the forward-looking statements included or incorporated by reference in this
prospectus to reflect any future events or circumstances. 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 this prospectus in the section titled "Risk Factors."

ii

SUMMARY

The following information summarizes the detailed information and financial statements included elsewhere or
incorporated by reference in this prospectus. We encourage you to read this entire prospectus carefully. Unless
otherwise indicated or the context otherwise requires, dates in this prospectus that refer to a particular fiscal year (e.g.,
fiscal 2003) refer to the fiscal year ended on the Saturday closest to February 29 or March 1 of that year. The fiscal
years ended March 1, 2003 and March 2, 2002 included 52 weeks. The fiscal year ended March 3, 2001 included 53
weeks. The fiscal years ended February 26, 2000 and February 27, 1999 included 52 weeks.

Rite Aid Corporation

Our Business

We are the third largest retail drugstore chain in the United States based on revenues and number of stores. As of May
31, 2003, we operated 3,396 drugstores in 28 states across the country and in the District of Columbia. During fiscal
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2003 and our first quarter in fiscal 2004, we generated $15.8 billion and $4.0 billion in revenues. Since the beginning
of fiscal 1997, we have relocated 980 stores, opened 476 new stores, remodeled 649 stores and closed or sold an
additional 1,412 stores. As a result, we believe we have a modern store base.

In our stores, we sell prescription drugs and a wide assortment of other merchandise, which we call "front-end"
products. In fiscal 2003, our pharmacists filled more than 200 million prescriptions, which accounted for
approximately 63.2% of our total sales. In the first quarter of fiscal 2004, pharmacy sales accounted for 64.5% of our
total sales. We believe that our pharmacy operations will continue to represent a significant part of our business due to
favorable industry trends, including an aging population, increased life expectancy and the discovery of new and
better drug therapies. We offer approximately 24,000 front-end products, including over-the-counter medications,
health and beauty aids, personal care items, cosmetics, household items, beverages, convenience foods, greeting cards,
seasonal merchandise and numerous other everyday and convenience products, as well as photo processing, which
accounted for the remaining 36.8% and 35.5% of our total sales in fiscal 2003 and the first quarter of fiscal 2004. We
distinguish our stores from other national chain drugstores, in part, through our private brands and our strategic
alliance with General Nutrition Companies, Inc. ("GNC"), a leading retailer of vitamin and mineral supplements. We
offer over 1,900 front-end products under the Rite Aid private brand, which contributed approximately 10.8% and
10.9% of our front-end sales in categories where private brand products are sold in fiscal 2003 and the first quarter of
fiscal 2004.

Background

Under prior management, we were engaged in an aggressive expansion program from the beginning of fiscal 1997
until 1999. During that period, we purchased 1,554 stores, relocated 866 stores, opened 445 new stores, remodeled
308 stores and acquired PCS Health Systems, Inc. These activities had a significant negative impact on our operating
results and financial condition, severely strained our liquidity and increased our indebtedness to $6.6 billion as of
February 26, 2000, which contributed to our inability to access the financial markets. In October 1999, we announced
that we had identified accounting irregularities and our former chairman and chief executive officer resigned. In
November 1999, our former auditors resigned and withdrew their previously issued opinions on our financial
statements for fiscal 1998 and fiscal 1999. We needed to restate our financial statements and develop accounting
systems and controls that would allow us to manage our business and accurately report the results of our operations. In
addition, the SEC and the U.S. Attorney for the Middle District of Pennsylvania began investigations into our affairs.
Also, the complaint in a securities class action lawsuit, which had been filed against us in March 1999, was amended
to include allegations based upon the accounting irregularities we had disclosed.

1

In December 1999, a new management team was hired, and since that time we have been addressing our business,
operational and financial challenges. In response to our situation, new management has:

•Reduced our indebtedness from $6.6 billion as of February 26, 2000 to $3.9 billion as of May 31,
2003;
•Restated our financial statements for fiscal 1998 and fiscal 1999, as well as engaged Deloitte &
Touche LLP as our new auditors to audit our financial statements for fiscal years beginning with
fiscal 1998;
•Settled the securities class action and related lawsuits in February 2002 for $45.0 million, funded
with insurance proceeds, and $149.5 million of senior secured (shareholder) notes (which we
redeemed in February 2003);
•Addressed and corrected problems with our accounting systems and controls, and resumed normal
financial reporting;
•Implemented initiatives to improve all aspects of our supply chain, including buying practices,
category management systems and other inventory issues;
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• Addressed out-of-stock inventory levels and strengthened our vendor relationships; and
• Completed the refinancing of a substantial portion of our indebtedness.

Our Strengths

We believe that we are well-positioned to build on the significant investment in our modern store base by capitalizing
on our competitive strengths, including the following:

Strong Brand Name with Leading Shares in Key Markets

•We are one of the nation's three largest drugstore chains with 3,396 stores as of May 31, 2003.
•We have a first or second market position in 74 of the 130 major U.S. metropolitan markets in
which we operate.
•Our stores are primarily located in convenient locations within fast growing metropolitan markets.

• We believe that our brand name has helped us establish a large group of loyal customers.
New Management Team Leading Operational Turnaround

•We improved front-end same store sales growth from a negative 2.2% in fiscal 2000 to a positive
rate of growth by improving store conditions and product pricing and launching a competitive
marketing program.
•We have seen significant reductions in our net loss, which was $1.6 billion for fiscal 2001 and
$112.1 million for fiscal 2003.
•We curtailed our expansion plans and reduced our capital expenditures by approximately $524.9
million from fiscal 2000 to fiscal 2003.
•We have commenced, effective fiscal 2004, a program to develop 75 and 100 new and relocated
stores for fiscal 2005 and 2006, respectively.
Modern Store Base

•Since the beginning of fiscal 1997, we have opened 476 new stores, relocated 980 stores,
remodeled 649 stores and closed or sold an additional 1,412 stores, providing us with a modern
store base. Approximately 60% of our stores have been constructed, remodeled or relocated since
the beginning of fiscal 1997.
2

•Most of our new stores include a drive-thru pharmacy, a one-hour photo shop and 990 include a
GNC store-within-Rite Aid-store.
•To support these new stores we have improved our distribution network by opening two high
capacity distribution centers.
•All of our stores are integrated into a common information system, which enables our pharmacists
to fill prescriptions more accurately and efficiently and is designed to reduce chances of adverse
drug interaction.
•Each of our stores employs point-of-sale technology that facilitates inventory replenishment, sales
analysis and recognition of customer trends.
Compelling Industry Fundamentals and Demographic Trends

•Increasing life expectancy and the "baby boom" generation entering their fifties are expected to
drive pharmacy sales. Based upon studies published by pharmacy benefit management companies
and the Congressional Budget Office, management believes that pharmacy sales growth will
increase at least 30% over the next three years.
•Several factors will contribute to this continued growth in the pharmacy sector, including a record
number of drugs in the FDA approval pipeline.
Our Business Strategy
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Our strategy is to continue to focus on improving the productivity of our existing store base. We believe that
improving the sales of our existing stores is important to achieving profitability and improving cash fiow. To achieve
this objective, we are implementing the following:

Grow Our Pharmacy Prescription Count and Attract More Customers

•Continue the focus on generic prescriptions which are a value to the customer and more profitable
for us;
•Enable our pharmacists to work directly with customers through productivity improvements
supported by technology such as automatic refill programs, our next generation pharmacy system
and e-prescriptions;

• Purchase prescription files from independent pharmacists;
•Attract new customers to our stores and increase sales per customer visit through various
marketing strategies including weekly circulars, seasonal merchandising programs, cross-category
merchandising and direct marketing efforts; and
•Further enhance the store base through a program to develop new and relocated stores in our
existing markets.
Grow Front End Sales

•Improve inventory and product categories to offer more personalized products and services to our
customers, including better management of seasonal items;
•Enhance positive perceptions among customers through vendor promotions and weekly sales
items;
•Increase the emphasis on Rite Aid brand products to improve the customer value offering and
improve our gross margin;
•Continue to develop our GNC stores-within-Rite Aid stores and one-hour photo development
departments;
3

•Increase ethnic product offerings targeted to selected markets to enhance front-end sales growth;
and
•Continue to strengthen our relationships with our suppliers in order to offer customers a wider
selection of products and categories.
Improve Customer Satisfaction With Focus on Service and Selection in Our Stores

•Implement programs that are specifically directed towards our pharmacy business, including our,
"With Us, It's Personal" and "Ready When Promised" customer service campaigns, and
competitively priced cash prescriptions and expand our third-party plan networks;
•Improve customer loyalty by establishing a strong community presence, increasing promotional
themes and exclusive offers, focusing on the attraction and retention of managed care customers
and partnering with major drug suppliers to provide discount cards to senior citizens;
•Continue to utilize mystery shoppers and customer communications to improve our customers'
perception of us.
Contain Expenses

• Continue to execute our cost management programs;
•Leverage our modern distribution facilities by utilizing new category management tools to
optimize in-stock conditions and lower costs; and
•Target expense areas with specific work plans for improvement and continuously monitor those
work plans.
4
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SUMMARY DESCRIPTION OF THE EXCHANGE OFFER

Old Notes 9.25% Senior Notes due 2013, which we issued on May
20, 2003.

New Notes 9.25% Senior Notes due 2013, the issuance of which has
been registered under the Securities Act of 1933. The
form and terms of the new notes are identical in all
material respects to those of the old notes, except that the
transfer restrictions and registration rights relating to the
old notes do not apply to the new notes.

Exchange Offer We are offering to issue up to $150.0 million aggregate
principal amount of the new notes in exchange for a like
principal amount of the old notes to satisfy our
obligations under the registration rights agreement that
we entered into when the old notes were issued in
transactions in reliance upon the exemption from
registration provided by Rule 144A and Regulation S of
the Securities Act.

Expiration Date; Tenders The exchange offer will expire at 5:00 p.m., New York
City time, on October 10 , 2003, unless extended in our
sole and absolute discretion. By tendering your old
notes, you represent to us that:

• you are not our "affiliate," as defined in Rule 405 under the Securities Act;
•any new notes you receive in the exchange offer are being acquired by you in the ordinary course
of your business;
•at the time of commencement of the exchange offer, neither you nor anyone receiving new notes
from you, has any arrangement or understanding with any person to participate in the distribution,
as defined in the Securities Act, of the new notes in violation of the Securities Act;
•you are not holding old notes that have, or are reasonably likely to have, the status of an unsold
allotment in the initial offering;
•if you are not a participating broker-dealer, you are not engaged in, and do not intend to engage in,
the distribution of the new notes, as defined in the Securities Act; and
•if you are a broker-dealer, you will receive the new notes for your own account in exchange for
old notes that were acquired by you as a result of your market–making or other trading activities
and that you will deliver a prospectus in connection with any resale of the new notes you receive.
For further information
5

regarding resales of the new notes by participating broker-dealers, see the discussion under the
caption "Plan of Distribution."
Withdrawal; Non-Acceptance You may withdraw any old notes tendered in the

exchange offer at any time prior to 5:00 p.m., New York
City time, on October 10, 2003. If we decide for any
reason not to accept any old notes tendered for
exchange, the old notes will be returned to the registered
holder at our expense promptly after the expiration or
termination of the exchange offer. In the case of the old
notes tendered by book-entry transfer into the exchange
agent's account at The Depository Trust Company, any
withdrawn or unaccepted old notes will be credited to
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the tendering holder's account at DTC. For further
information regarding the withdrawal of tendered old
notes, see the "The Exchange Offer—Terms of the
Exchange Offer; Period for Tendering Old Notes" and
the "The Exchange Offer—Withdrawal Rights."

Conditions to the Exchange Offer The exchange offer is subject to customary conditions,
which we may waive. See the discussion below under
the caption "The Exchange Offer—Conditions to the
Exchange Offer" for more information regarding the
conditions to the exchange offer.

Procedures for Tendering the Old Notes Unless you comply with the procedures described below
under the caption "The Exchange Offer—Guaranteed
Delivery Procedures", you must do one of the following
on or prior to the expiration or termination of the
exchange offer to participate in the exchange offer:

•tender your old notes by sending the certificates for your old notes, in proper form for transfer, a
properly completed and duly executed letter of transmittal, with any required signature guarantees,
and all other documents required by the letter of transmittal, to BNY Midwest Trust Company, as
exchange agent, at one of the addresses listed below under the caption "The Exchange
Offer—Exchange Agent," or
•tender your old notes by using the book-entry transfer procedures described below and
transmitting a properly completed and duly executed letter of transmittal, with any required
signature guarantees, or an agent's message instead of the letter of transmittal, to the exchange
agent. In order for a book-entry transfer to constitute a valid tender of your old notes in the
exchange offer, BNY Midwest Trust Company, as exchange agent, must receive a confirmation of
book-entry transfer of your old notes into the exchange agent's account at DTC prior to the
6

expiration or termination of the exchange offer. For more information regarding the use of
book-entry transfer procedures, including a description of the required agent's message, see the
discussion below under the caption "The Exchange Offer—Book-Entry Transfers."
Guaranteed Delivery Procedures If you are a registered holder of old notes and wish to

tender your old notes in the exchange offer, but
• the old notes are not immediately available,

•time will not permit your old notes or other required documents to reach the exchange agent
before the expiration or termination of the exchange offer, or
•the procedure for book-entry transfer cannot be completed prior to the expiration or termination of
the exchange offer,

then you may tender old notes by following the
procedures described below under the caption "The
Exchange Offer—Guaranteed Delivery Procedures."

Special Procedures for Beneficial Owners If you are a beneficial owner whose old notes are
registered in the name of the broker, dealer, commercial
bank, trust company or other nominee and you wish to
tender your old notes in the exchange offer, you should
promptly contact the person in whose name the old notes
are registered and instruct that person to tender on your
behalf. If you wish to tender in the exchange offer on
your behalf, prior to completing and executing the letter
of transmittal and delivering your old notes, you must
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either make appropriate arrangements to register
ownership of the old notes in your name or obtain a
properly completed bond power from the person in
whose name the old notes are registered.

Material Federal Income Tax
Considerations

The exchange of the old notes for new notes in the
exchange offer will not be a taxable transaction for
United States federal income tax purposes. See the
discussion under the caption "Material Federal Income
Tax Considerations" for more information regarding the
tax consequences to you of the exchange offer.

Use of Proceeds We will not receive any proceeds from the exchange
offer.

Exchange Agent BNY Midwest Trust Company is the exchange agent for
the exchange offer. You can find the address and
telephone number of the exchange agent below under the
caption "The Exchange Offer—Exchange Agent."

7

Resales Based on interpretations by the staff of the SEC, as set
forth in no-action letters issued to the third parties, we
believe that the new notes you receive in the exchange
offer may be offered for resale, resold or otherwise
transferred without compliance with the registration and
prospectus delivery provisions of the Securities Act.
However, you will not be able to freely transfer the new
notes if:

• you are our "affiliate," as defined in Rule 405 under the Securities Act;
•you are not acquiring the new notes in the exchange offer in the ordinary course of your business;
•you have an arrangement or understanding with any person to participate in the distribution, as
defined in the Securities Act, of the new notes, you will receive in the exchange offer;
•you are holding old notes that have or are reasonably likely to have the status of an unsold
allotment in the initial offering; or
•you are a participating broker-dealer that received new notes for its own account in the exchange
offer in exchange for old notes that were acquired as a result of market-making or other trading
activities.

If you fall within one of the exceptions listed above, you
must comply with the registration and prospectus
delivery requirements of the Securities Act in connection
with any resale transaction involving the new notes. See
the discussion below under the caption "The Exchange
Offer—Procedures for Tendering Old Notes" for more
information.

Broker-Dealer Each broker-dealer that receives new notes for its own
account pursuant to the exchange offer must
acknowledge that it will deliver a prospectus in
connection with any resale of new notes. The letter of
transmittal states that by so acknowledging and
delivering a prospectus, a broker-dealer will not be
deemed to admit that it is an "underwriter" within the
meaning of the Securities Act. This prospectus, as it may
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be amended or supplemented from time to time, may be
used by a broker-dealer in connection with resales of
new notes received in exchange for old notes which were
received by such broker-dealer as a result of market
making activities or other trading activities. We have
agreed that for a period of up to 180 days after the
expiration date, as defined in this prospectus, we will
make this prospectus available to any broker-dealer for
use in connection with any such resale. See "Plan of
Distribution" for more information.

8

Registration Rights Agreement When we issued the old notes in May 2003, we entered
into a registration rights agreement with the initial
purchasers of the old notes. Under the terms of the
registration rights agreement, we agreed to use our best
efforts to file with the SEC and cause to become
effective, a registration statement relating to an offer to
exchange the old notes for the new notes.
If we do not consummate the exchange offer within 210
days of the date that we sold the old notes (May 20,
2003), the interest rate borne by the old notes will be
increased at a rate of 0.25% per annum every 90 days
(but shall not exceed 0.50% per annum) until the
exchange offer is completed, or until the old notes are
freely transferable under Rule 144 of the Securities Act.
Under some circumstances set forth in the registration
rights agreement, holders of old notes, including holders
who are not permitted to participate in the exchange
offer or who may not freely sell new notes received in
the exchange offer, may require us to file and cause to
become effective, a shelf registration statement covering
resales of the old notes by these holders.
A copy of the registration rights agreement is
incorporated by reference as an exhibit to the registration
statement of which this prospectus is a part.

9

CONSEQUENCES OF NOT EXCHANGING OLD NOTES

If you do not exchange your old notes in the exchange offer, your old notes will continue to be subject to the
restrictions on transfer described in the legend on the certificate for your old notes. In general, you may offer or sell
your old notes only:

• if they are registered under the Securities Act and applicable state securities laws;
•if they are offered or sold under an exemption from registration under the Securities Act and
applicable state securities laws; or
•if they are offered or sold in a transaction not subject to the Securities Act and applicable state
securities laws.
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We do not currently intend to register the old notes under the Securities Act. Under some circumstances, however,
holders of the old notes, including holders who are not permitted to participate in the exchange offer or who may not
freely resell new notes received in the exchange offer, may require us to file, and to cause to become effective, a shelf
registration statement covering resales of old notes by these holders. For more information regarding the
consequences of not tendering your old notes and our obligation to file a shelf registration statement, see "The
Exchange Offer—Consequences of Exchanging or Failing to Exchange Old Notes" and "Description of the New
Notes—Registration Rights Agreement and Additional Interest."

10

SUMMARY DESCRIPTION OF THE NEW NOTES

The terms of the new notes and those of the outstanding old notes are substantially identical, except that the transfer
restrictions and registration rights relating to the old notes do not apply to the new notes. For a more complete
understanding of the new notes, see "Description of the New Notes."

Issuer Rite Aid Corporation.
Securities Up to $150.0 million aggregate principal amount of

9.25% Senior Secured Notes due 2013.
Maturity Date June 1, 2013.
Interest We will pay interest on the new notes at the rate of

9.25% per year, payable in cash, on June 1 and
December 15 of each year, beginning on December 1,
2003.

Mandatory Redemption None.
Optional Redemption Prior to June 1, 2008, we may redeem some or all of the

new notes by paying a "make-whole" premium based on
U.S. Treasury rates. On or after June 1, 2008, we may
redeem some or all of the new notes at the redemption
prices listed under the heading "Description of the New
Notes—Optional Redemption," plus accrued and unpaid
interest to the date of redemption.
In addition, at any time and from time to time, prior to
June 1, 2007, we may redeem up to 35% of the original
aggregate principal amount of the new notes with the net
proceeds of one or more of our equity offerings at a
redemption price of 109.25% of the principal amount
plus accrued an unpaid interest, if any, to the date of
redemption, provided that at least 65% of the original
aggregate amount of the new notes remain issued and
outstanding.

Repurchase at Option of Holders
Upon a Change in Control

In the event of a change in control (as defined under the
heading "Description of New Notes—Definitions"), each
holder of new notes may require us to repurchase its new
notes in whole or in part, at a repurchase price of 101%
of the principal amount thereof, plus accrued and unpaid
interest, if any, to the repurchase date. See "Description
of the New Notes—Repurchase at the Option of Holders
Upon a Change of Control" and "Risk Factors—Risks
Related to the Exchange Offer and Holding the New
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Notes—We may be unable to purchase the new notes upon
a change of control."

Ranking The new notes will be:
• unsecured, unsubordinated obligations of Rite Aid Corporation; and

11

•equal in ranking with all of our existing and future unsecured, unsubordinated debt. Currently, all
of our debt is senior debt.

Our subsidiaries conduct substantially all our operations
and have significant liabilities, including trade payables.
The new notes will be structurally subordinated to our
substantial subsidiary liabilities, which include
guarantees of our secured debt. In addition, the new
notes will be effectively subordinated to any secured
debt that Rite Aid Corporation issues in the future.
As of May 31, 2003,

•the total outstanding debt of us and our subsidiaries (including current maturities and capital lease
obligations, but excluding letters of credit) was approximately $3.9 billion;

• none of our debt would have been subordinated to the new notes; and
•the total outstanding debt of us and our subsidiaries that would be effectively senior to the notes
would have been approximately $2.0 billion.
Covenants The indenture governing the new notes contains

covenants that limit our ability and the ability of our
restricted subsidiaries to, among other things:

• incur additional debt;
• to pay dividends or make other restricted payments;

• purchase, redeem or retire capital stock or subordinated debt;
• make asset sales;

• enter into transactions with affiliates;
• incur liens;

• enter into sale-leaseback transactions;
• provide subsidiary guarantees;

• make investments; and
• merge or consolidate with any other person.

12

RISK FACTORS

You should consider carefully the following factors, as well as the other information set forth or incorporated by
reference in this prospectus, before tendering your old notes in the exchange offer. When we use the term "notes" in
this prospectus, the term includes the old notes and the new notes.

Risks Related to the Exchange Offer and Holding the New Notes

Holders who fail to exchange their old notes will continue to be subject to restrictions on transfer.

If you do not exchange your old notes for new notes in the exchange offer, you will continue to be subject to the
restrictions on transfer of your old notes described in the legend on the certificates for your old notes. The restrictions
on transfer of your old notes arise because we issued the old notes under exemptions from, or in transactions not
subject to, the registration requirements of the Securities Act and applicable state securities laws. In general, you may
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only offer or sell the old notes if they are registered under the Securities Act and applicable state securities laws, or
offered and sold under an exemption from these requirements. We do not plan to register the old notes under the
Securities Act. For further information regarding the consequences of tendering your old notes in the exchange offer,
see the discussions below under the captions "The Exchange Offer—Consequences of Exchanging or Failing to
Exchange Old Notes" and "Material Federal Income Tax Considerations."

You must comply with the exchange offer procedures in order to receive new, freely tradable new notes.

Delivery of new notes in exchange for old notes tendered and accepted for exchange pursuant to the exchange offer
will be made only after timely receipt by the exchange agent of the following:

•certificates for old notes or a book-entry confirmation of a book-entry transfer of old notes into the
Exchange Agent's account at DTC, New York, New York as depository, including an Agent's
Message (as defined herein) if the tendering holder does not deliver a letter of transmittal;
•a completed and signed letter of transmittal (or facsimile thereof), with any required signature
guarantees, or an Agent's Message in lieu of the letter of transmittal; and

• any other documents required by the letter of transmittal.
Therefore, holders of old notes who would like to tender old notes in exchange for new notes should be sure to allow
enough time for the old notes to be delivered on time. We are not required to notify you of defects or irregularities in
tenders of old notes for exchange. Old notes that are not tendered or that are tendered but we do not accept for
exchange will, following consummation of the exchange offer, continue to be subject to the existing transfer
restrictions under the Securities Act and, upon consummation of the exchange offer, certain registration and other
rights under the registration rights agreement will terminate. See "The Exchange Offer—Procedures for Tendering Old
Notes" and "The Exchange Offer—Consequences of Exchanging or Failing to Exchange Old Notes."

Some holders who exchange their old notes may be deemed to be underwriters and these holders will be required to
comply with the registration and prospectus delivery requirements in connection with any resale transaction.

If you exchange your old notes in the exchange offer for the purpose of participating in a distribution of the new notes,
you may be deemed to have received restricted securities and, if so, will be required to comply with the registration
and prospectus delivery requirements of the Securities Act in connection with any resale transaction.

There is no established trading market for the new notes and you may find it difficult to sell your new notes.

There is no existing trading market for the new notes. We do not intend to apply for listing or quotation of the new
notes on any exchange. Therefore, we do not know the extent to which investor interest will lead to the development
of a trading market or how liquid that market might be, nor can
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we make any assurances regarding the ability of new note holders to sell their new notes, the amount of new notes to
be outstanding following the exchange offer or the price at which the new notes might be sold. As a result, the market
price of the new notes could be adversely affected. Historically, the market for non-investment grade debt, such as the
new notes, has been subject to disruptions that have caused substantial volatility in the prices of such securities. Any
such disruptions may have an adverse affect on holders of the new notes.

The new notes will be effectively subordinated to our secured debt and the liabilities of our subsidiaries, and if a
default occurs, we may not have sufficient funds to satisfy our obligations under the new notes.

The new notes will be our general unsecured unsubordinated obligations that rank equal in right of payment with all of
our existing and future unsecured and unsubordinated debt. The new notes will be effectively subordinate to all of our
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secured debt with respect to the right to be satisfied from the assets that secure such secured debt as collateral. Also,
the notes are structurally subordinated to all obligations of our subsidiaries. As of May 31, 2003, the total outstanding
debt of us and our subsidiaries (including current maturities and capital lease obligations but excluding letters of
credit) was approximately $3.9 billion. The total outstanding debt of us and our subsidiaries that would be effectively
senior to the new notes was $2.0 billion.

We are a holding company with no direct operations. Our principal assets are the equity interests we hold in our
operating subsidiaries. As a result, we are dependent upon dividends and other payments from our subsidiaries to
generate the funds necessary to meet our outstanding debt. Our subsidiaries are legally distinct from us and have no
obligation to pay amounts due on our debt or to make funds available to us for such payment. Accordingly our debt
that is not guaranteed by our subsidiaries, including the notes, is structurally subordinated to the debt and other
liabilities of our subsidiaries.

Holders of the new notes will be creditors of Rite Aid Corporation and not our subsidiaries. The ability of our
creditors, including you, to participate in any distribution of assets of any of our subsidiaries, upon liquidation or
bankruptcy will be subject to the prior claims of that subsidiary's creditors, including trade creditors, and any prior or
equal claim of any equity holder of that subsidiary. As a result, you may receive less, proportionately, than our
secured creditors and the creditors of our subsidiaries.

We may be unable to purchase the new notes upon a change of control.

Upon a change of control event, we would be required to offer to purchase the new notes for cash at a price equal to
101% of their aggregate principal amount, plus accrued and unpaid interest, if any. The change of control provisions
of the new notes may not protect you if we undergo a highly leveraged transaction, reorganization, restructuring,
merger or similar transaction that may adversely affect you unless the transaction is included within the definition of a
change of control.

Our new senior secured credit facility provides that the occurrence of certain events that would constitute a change in
control for the purposes of the indenture governing the new notes constitutes a default under such facility. Much of
our other debt also requires us to repurchase such debt upon an event that would constitute a change in control for the
purposes of the new notes. Other future debt may contain prohibitions of events that would constitute a change in
control or would require such debt to be repurchased upon a change in control. Moreover, the exercise by holders of
new notes of their right to require us to repurchase their new notes could cause a default under our existing or future
debt, even if the change in control itself does not result in a default under existing or future debt, due to the financial
effect of such repurchase on us. Finally, our ability to pay cash to holders of new notes upon a repurchase may be
limited by our financial resources at the time of such repurchase. Therefore, we cannot assure you that sufficient funds
will be available when necessary to make any required repurchases. Our failure to purchase new notes in connection
with a change in control would result in a default under the indenture governing the new notes. Such a default would,
in turn, constitute a default under much of our existing debt, and may constitute a default under future debt as well.
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Risks Related to our Financial Condition

We are highly leveraged. Our substantial indebtedness will severely limit cash flow available for our operations and
could adversely affect our ability to service debt or obtain additional financing if necessary.

We had, as of May 31, 2003, $3.9 billion of outstanding indebtedness and stockholders' deficit of $140.6 million. We
also had additional borrowing capacity under our revolving credit facility of $576.5 million at that time, net of
outstanding letters of credit of $123.5 million. Our debt obligations adversely affect our operations in a number of
ways and, while we believe we have adequate sources of liquidity to meet our anticipated annual requirements for

Edgar Filing: RITE AID CORP - Form 424B3

14



working capital, debt service and capital expenditures through the end of fiscal year 2004, there can be no assurance
that our cash flow from operations will be sufficient to service our debt, which may require us to borrow additional
funds for that purpose, restructure or otherwise refinance our debt. Our earnings were insufficient to cover our fixed
charges for fiscal 2003 by $203.9 million and for the first quarter of fiscal 2004 by $38.9 million. It was also
necessary for us to supplement our cash from operations with borrowings under our then existing senior secured credit
facility for our 2001 and 2000 fiscal years.

Our high level of indebtedness will continue to restrict our operations. Among other things, our indebtedness will:

• limit our ability to obtain additional financing;
•limit our flexibility in planning for, or reacting to, changes in the markets in which we compete;

• place us at a competitive disadvantage relative to our competitors with less indebtedness;
• render us more vulnerable to general adverse economic and industry conditions; and

• require us to dedicate a substantial portion of our cash flow to service our debt.
Our ability to make payments on our debt depends upon our ability to substantially improve our future operating
performance, which is subject to general economic and competitive conditions and to financial, business and other
factors, many of which we cannot control. If our cash flow from our operating activities is insufficient, we may take
certain actions, including delaying or reducing capital or other expenditures, attempting to restructure or refinance our
debt, selling assets or operations or seeking additional equity capital. We may be unable to take any of these actions
on satisfactory terms or in a timely manner. Further, any of these actions may not be sufficient to allow us to service
our debt obligations or may have an adverse impact on our business. Our existing debt agreements limit our ability to
take certain of these actions. Our failure to earn enough to pay our debts or to successfully undertake any of these
actions could have a material adverse effect on us.

Some of our debt, including borrowings under our new senior secured credit facility, is based upon variable rates of
interest, which could result in higher interest expense in the event of increases in interest rates.

Approximately $1.2 billion, or 29.1% of our outstanding indebtedness as of May 31, 2003 bears an interest rate that
varies depending upon LIBOR. If we borrow additional amounts under our new senior secured credit facility, the
interest rate on those borrowings will vary depending upon LIBOR. If LIBOR rises, the interest rates on this
outstanding debt will also increase. Therefore an increase in LIBOR would increase our interest payment obligations
under these outstanding loans and have a negative effect on our cash flow and financial condition.

The covenants in our outstanding indebtedness, including the indenture governing the new notes, impose restrictions
that may limit our operating and financial flexibility.

The covenants in the instruments that govern our outstanding indebtedness restrict our ability to:

• incur liens and debt;
• pay dividends;
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• make redemptions and repurchases of capital stock;
• make loans, investments and capital expenditures;

• prepay, redeem or repurchase debt;
•engage in mergers, consolidations, assets dispositions, sale-leaseback transactions and affiliate
transactions;

• change our business;
• amend some of our debt and other material agreements;

• issue and sell capital stock of subsidiaries;
• restrict distributions from subsidiaries; and
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• grant negative pledges to other creditors.
If we are unable to meet the terms of the financial covenants or if we breach any of these covenants, a default could
result under one or more of these agreements. A default, if not waived by our lenders, could result in the acceleration
of our outstanding indebtedness and cause our debt to become immediately due and payable. If acceleration occurs,
we would not be able to repay our debt and it is unlikely that we would be able to borrow sufficient additional funds to
refinance such debt. Even if new financing is made available to us, it may not be available on terms acceptable to us.

If we obtain modifications of our agreements or are required to obtain waivers of defaults, we may incur significant
fees and transaction costs. In fiscal 2003, as well as in fiscal 2002 and 2001, we modified certain covenants contained
in our then existing senior secured credit facility and loan agreements. In fiscal 2000, we obtained waivers of
compliance contained in our credit facilities and public indentures. In connection with obtaining these modifications
and waivers, we paid significant fees and transaction costs.

Risks Related to our Operations

Major lawsuits have been brought against us and certain of our subsidiaries, and there are currently pending both civil
and criminal investigations by the United States Attorney. In addition to any fines or damages that we might have to
pay, any criminal conviction against us may result in the loss of licenses and contracts that are material to the conduct
of our business, which would have a negative effect on our results of operations, financial condition and cash flows.

There are several major ongoing lawsuits and investigations in which we are involved. While some of these lawsuits
have been settled, pending court approval or appeal, we are unable to predict the outcome of any of these matters at
this time. If any of these cases result in a substantial monetary judgment against us or are settled on unfavorable terms,
our results of operations, financial condition and cash flows could be materially adversely affected.

There are currently pending both civil and criminal governmental investigations by the United States Attorney
concerning our operations under prior management and other matters. Settlement discussions have begun with the
United States Attorney for the Middle District of Pennsylvania, who has proposed that the government would not
institute any criminal proceeding against us if we enter into a consent judgment providing for a civil penalty payable
over a period of years. The amount of the civil penalty has not been agreed to and there can be no assurance that a
settlement will be reached or that the amount of such penalty will not have a material adverse effect on our financial
condition and results of operations. We recorded an accrual of $20.0 million in fiscal 2003 in connection with the
resolution of these matters; however, we may incur charges in excess of that amount and we are unable to estimate the
possible range of loss. We will continue to evaluate our estimate and to the extent that additional information arises or
our strategy changes, we will adjust our accrual accordingly.

If we were convicted of any crime, certain licenses and government contracts, such as Medicaid plan reimbursement
agreements, that are material to our operations may be revoked, which would
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have a material adverse effect on our results of operations and financial condition. In addition, substantial penalties,
damages, or other monetary remedies assessed against us could also have a material adverse effect on our results of
operations, financial condition and cash flows.

Given the size and nature of our business, we are subject from time to time to various lawsuits which, depending on
their outcome, may have a negative impact on our results of operations, financial condition and cash flows.

We are substantially dependent on a single supplier of pharmaceutical products to sell products to us on satisfactory
terms. A disruption in this relationship would have a negative effect on our results of operations, financial condition
and cash flow.

Edgar Filing: RITE AID CORP - Form 424B3

16



We obtain approximately 90% of our pharmaceutical products from a single supplier, McKesson Corp. ("McKesson"),
pursuant to a contract that runs until April 2004. Pharmacy sales represented approximately 63.2% of our total sales
during fiscal 2003 and 64.5% of our total sales during the first quarter of fiscal 2004, and, therefore, our relationship
with McKesson is important to us. Any significant disruptions in our relationship with McKesson would make it
difficult for us to continue to operate our business, and would have a material adverse effect on our results of
operations, financial condition and cash flows.

We need to continue to improve our operations in order to improve our financial condition, but our operations will not
improve if we cannot continue to effectively implement our business strategy or if they are negatively affected by
general economic conditions.

Our operations during fiscal 2000 were adversely affected by a number of factors, including our financial difficulties,
inventory shortages, allegations of violations of the law, including drug pricing issues, disputes with suppliers and
uncertainties regarding our ability to produce audited financial statements. To improve operations, new management
developed and in fiscal 2001 began implementing and continues to implement a business strategy to improve our
stores and enhance our relationships with our customers by improving the pricing of products, providing more
consistent advertising through weekly circulars, eliminating inventory shortages and out-dated inventory,
strengthening our relationships with our vendors, developing programs intended to provide better customer service,
purchasing prescription files and other means.

Since the beginning of fiscal 1997, we have relocated 980 stores, remodeled 649 stores, opened 476 new stores and
closed or sold an additional 1,412 stores. These new, relocated and remodeled stores represented approximately 60%
of our total stores at May 31, 2003. Although this substantial investment made in our store base over the last seven
years has given us a modern store base, our store base has not yet achieved a level of sales productivity comparable to
our major competitors. Accordingly, many of our new and relocated stores have not developed a critical mass of
customers needed to achieve profitability. Our long term business strategy is to focus on improving the productivity of
our existing store base. We believe that improving the sales of existing stores is important to achieving profitability
and continuing to improve operating cash flow.

If we are not successful in implementing our business strategy, or if our business strategy is not effective, we may not
be able to continue to improve our operations. In addition, any adverse change in general economic conditions can
adversely affect consumer buying practices and reduce our sales of front-end products, which are our higher margin
products, and cause a proportionately greater decrease in our profitability. Failure to continue to improve operations or
a decline in general economic conditions would adversely affect our results of operations, financial condition and cash
flows and our ability to make principal or interest payments on our debt.

We are dependent on our management team and the loss of their services could have a material adverse effect on our
business and the results of our operations or financial condition.

The success of our business is materially dependent upon the continued services of our executive management team.
The loss of key personnel could have a material adverse effect on the results of our operations, financial condition and
cash flows. Additionally, we cannot assure you that we will be able to attract or retain other skilled personnel in the
future.
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On June 25, 2003, Mary F. Sammons, formerly our President and Chief Operating Officer, became our President and
Chief Executive Officer.   Robert G. Miller, formerly our Chairman and Chief Executive Officer, retained the position
of Chairman.

Edgar Filing: RITE AID CORP - Form 424B3

17



Terrorist attacks, such as the attacks that occurred in New York and Washington, D.C. on September 11, 2001, and
other attacks or acts of war may adversely affect the markets in which we operate, our operations and our profitability.

The attacks of September 11, 2001 and subsequent events, including the current military action in Iraq, have caused
instability in the United States and other financial markets and have led, and may continue to lead to, further armed
hostilities, prolonged military action in Iraq or further acts of terrorism in the United States or abroad, which could
cause further instability in financial markets and reduced consumer confidence. The threat of terrorist attacks, the
current military action in Iraq and other related developments may adversely affect prevailing economic conditions,
resulting in reduced consumer spending and reduced sales in our stores. These developments will subject us to
increased risks and, depending on their magnitude, could have a material adverse effect on our business.

Risks Related to our Industry

The markets in which we operate are very competitive and further increases in competition could adversely affect us.

We face intense competition with local, regional and national companies, including other drugstore chains,
independently owned drugstores, supermarkets, mass merchandisers, discount stores and mail order pharmacies. We
may not be able to effectively compete against them because our existing or potential competitors may have financial
and other resources that are superior to ours. In addition, we may be at a competitive disadvantage because we are
more highly leveraged than our competitors. Because many of our stores are new, their ability to achieve profitability
depends on their ability to achieve a critical mass of customers. While customer growth is often achieved through
purchases of prescription files from existing pharmacies, our ability to achieve this critical mass through purchases of
prescription files could be confined by liquidity constraints. Although in the past our competitiveness has been
adversely affected by problems with inventory shortages, uncompetitive pricing and customer service, we have taken
steps to address these issues. We believe that the continued consolidation of the drugstore industry and additional
store openings will further increase competitive pressures in the industry. As competition increases, a significant
increase in general pricing pressures could occur which would require us to increase our sales volume and to sell
higher margin products and services in order to remain competitive. We cannot assure you that we will be able to
continue to compete effectively in our markets or increase our sales volume in response to further increased
competition.

Changes in third-party reimbursement levels for prescription drugs could reduce our margins and have a material
adverse effect on our business.

Sales of prescription drugs, as a percentage of sales, and the percentage of prescription sales with third parties, have
been increasing and we expect them to continue to increase. In fiscal 2003 and the first quarter of fiscal 2004, sales of
prescription drugs represented 63.2% and 64.5% of our sales, respectively, and 92.7% and 93.1%, respectively, of all
of the prescription drugs that we sold were with third-party payors. During fiscal 2003, the top five third-party payors
accounted for approximately 29% of our total sales. Any significant loss of third-party provider business could have a
material adverse effect on our business and results of operations. Also, these third-party payors could reduce the levels
at which they will reimburse us for the prescription drugs that we provide to their members. Furthermore, if Medicare
is reformed to include prescription benefits, we may be reimbursed for some prescription drugs at prices lower than
our current reimbursement levels. In fiscal 2003, approximately 11% of our revenues were from state sponsored
Medicaid agencies. There have been a number of recent proposals and enactments by various states to reduce
Medicaid reimbursement levels in response to budget problems, some of which propose to reduce reimbursement
levels in the applicable states significantly, and we expect other similar proposals in the future. If third-party payors
reduce
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their reimbursement levels or if Medicare or state Medicaid covers prescription drugs at reimbursement levels lower
than our current levels, our margins on these sales would be reduced, and the profitability of our business and our
results of operations, financial condition and cash flows could be adversely affected.

We are subject to governmental regulations, procedures and requirements; our noncompliance or a significant
regulatory change could adversely affect our business, the results of our operations or our financial condition.

Our pharmacy business is subject to federal, state and local regulation. These include local registrations of pharmacies
in the states where our pharmacies are located, applicable Medicare and Medicaid regulations, and prohibitions
against paid referrals of patients. Failure to properly adhere to these and other applicable regulations could result in
the imposition of civil and criminal penalties and could adversely affect the continued operation of our business.
Furthermore, our pharmacies could be affected by federal and state reform programs, such as healthcare reform
initiatives, the passing of which could adversely affect our results of operations, financial condition and cash flows.

Our pharmacy business is subject to patient privacy and other obligations, including corporate, pharmacy and
associate responsibility, imposed by the Health Insurance Portability and Accountability Act. As a covered entity, we
are required to implement privacy standards, train our associates on the permitted uses and disclosures of protected
health information, provide a notice of privacy practice to our pharmacy customers and permit pharmacy customers to
access and amend their records and receive an accounting of disclosures of protected health information. Failure to
properly adhere to these requirements could result in the imposition of civil as well as criminal penalties.

Certain risks are inherent in the provision of pharmacy services; our insurance may not be adequate to cover any
claims against us.

Pharmacies are exposed to risks inherent in the packaging and distribution of pharmaceuticals and other healthcare
products, such as with respect to improper filling of prescriptions, labeling of prescriptions and adequacy of warnings.
Although we maintain professional liability and errors and omissions liability insurance, from time to time, claims
result in the payment of significant amounts, some portions of which are not funded by insurance. We cannot assure
you that the coverage limits under our insurance programs will be adequate to protect us against future claims, or that
we will maintain this insurance on acceptable terms in the future. Our results of operations, financial condition or cash
flows may be adversely affected if in the future our insurance coverage proves to be inadequate or unavailable or there
is an increase in liability for which we self insure or we suffer reputational harm as a result of an error or omission.

We will not be able to compete effectively if we are unable to attract, hire and retain qualified pharmacists.

There is a nationwide shortage of qualified pharmacists. In response to this challenge, we have implemented improved
benefits and training programs in order to attract, hire and retain qualified pharmacists. However, we may not be able
to attract, hire and retain enough qualified pharmacists. This could adversely affect our operations.
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USE OF PROCEEDS

We will not receive any proceeds from the exchange offer. Any old notes that are properly tendered and exchanged
pursuant to the exchange offer will be retired and cancelled.
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RATIO OF EARNINGS TO FIXED CHARGES
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We have calculated the ratio of earnings to fixed charges in the following table by dividing earnings less preferred
stock dividend requirements by fixed charges. For this purpose, earnings include pre-tax income from continuing
operations plus fixed charges. Fixed charges include interest, whether expensed or capitalized, amortization of debt
expense, preferred stock dividend requirement and that portion of rental expense which is representative of the interest
factor in those rentals.

Year Ended

March 1,
2003

(52 weeks)

March 2,
2002

(52 weeks)
March 3, 2001

(53 weeks)

February 26,
2000

(52 weeks)

February 27,
1999

(52 weeks)

Thirteen Week
Period Ended

May 31,
2003

June 1,
2002

(Dollars in thousands)
Fixed Charges:
Interest Expense $ 330,020 $ 396,064 $ 649,926 $ 542,028 $ 274,826 $ 78,958 $ 84,681
Interest Portion of
Net Rental
Expense (1) 189,463 182,260 159,066 146,852 139,104 46,782 47,090
Fixed Charges
Before Capitalized
Interest and
Preferred Stock
Dividend
Requirements 519,483 578,324 808,992 688,880 413,930 125,740 131,721
Preferred Stock
Dividend
Requirement (2) 49,540 42,354 42,445 15,554 965 — 11,123
Capitalized
Interest 301 806 1,836 5,292 7,069 48 95
Total Fixed
Charges $ 569,324 $ 621,484 $ 853,273 $ 709,726 $ 421,964 $ 125,788 $ 142,939
Earnings:
Loss From
Continuing
Operations Before
Income Taxes and
Cumulative Effect
of Accounting
Change (3) $ (154,016) $ (839,426) $ (1,282,807) $ (1,123,296) $ (665,040) $ (38,822) $ (40,927) 
Share of Loss
From Equity
Method Investees — 12,092 36,675 15,181 448 — —
Preferred Stock
Dividend
Requirement (2) (49,540) (42,354) (42,445) (15,554) (965) — (11,123) 
Fixed Charges
Before Capitalized
Interest 569,023 620,678 851,437 704,434 414,895 125,740 142,844
Total Adjusted
Earnings (Loss) 365,467 (249,010) (437,140) (419,235) (250,662) 86,918 90,794
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Earnings to Fixed
Charges,
Deficiency $ (203,857) $ (870,494) $ (1,290,413) $ (1,128,961) $ (672,626) $ (38,870) $ (52,145) 

(1)The interest portion of net rental expense is estimated to be equal to one-third of the minimum
rental expense for the period.

(2)The preferred stock dividend requirement is computed as the pre-tax earnings that would be
required to cover preferred stock dividends.

(3)Gains and losses on extinguishment of debt that were previously classified as an
extraordinary item in the years ended March 1, 2003 and March 2, 2002, and in the thirteen
week period ended June 1, 2002, are now included as a component of results from
continuing operations, pursuant to the adoption of Statement of Financial Accounting
Standards ("SFAS") No. 145, "Recission of FASB Statements No. 4.44 and 64, Amendment
of FASB Statement No. 13, and Technical Corrections."
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected consolidated financial data should be read in conjunction with "Management's Discussion and
Analysis of Financial Condition and Results of Operations" and the audited consolidated financial statements and
related notes, incorporated by reference in this prospectus. The selected consolidated financial data for the
thirteen-week periods ended May 31, 2003 and June 1, 2002 are unaudited and not necessarily indicative of the results
to be expected for the full year. The unaudited interim selected consolidated financial data reflects all adjustments
(consisting primarily of normal recurring adjustments except as described in the footnotes to the interim consolidated
financial statements) which are, in the opinion of management, necessary to present fairly the financial data for the
interim periods.

Year Ended
Thirteen Week
Period Ended

March 1,
2003

(52 weeks)(5)

March 2,
2002

(52 weeks)(5)
March 3, 2001
(53 weeks)(1)

February 26,
2000

(52 weeks)(1)

February 27,
1999

(52 weeks)(1)
May 31,

2003
June 1,
2002(5)

(Dollars in thousands)
Operations Data:
Revenues $15,791,278 $15,166,170 $ 14,516,865 $ 13,338,947 $12,438,442 $4,046,168 $3,923,731
Costs and expenses:
Cost of goods sold,
including occupancy
costs 12,035,537 11,697,912 11,151,490 10,213,428 9,406,831 3,068,175 2,993,778
Selling, general and
administrative
expenses 3,471,573 3,422,383 3,412,442 3,651,248 3,168,363 889,773 889,143
Stock-based
compensation
expense (benefit)(4) 4,806 (15,891) 45,865 (43,438) 32,200 9,835 8,094
Goodwill
amortization — 21,007 20,670 24,457 26,055 — —

135,328 251,617 388,078 139,448 195,359 6,366 (4,117) 
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Store closing and
impairment charges
(credits)
Interest expense 330,020 396,064 649,926 542,028 274,826 78,958 84,631
Interest rate swap
contracts 278 41,894 — — — — 264
(Gain) loss on debt or
lease conversions,
modifications and
retirements(3) (13,628) 221,054 100,556 — — 33,427 (270) 
Share of loss from
equity
investment — 12,092 36,675 15,181 448 — —
Gain on sale of assets
and investments (18,620) (42,536) (6,030) (80,109) — (1,504) (16,865) 
Total costs and
expenses 15,945,294 16,005,596 15,799,672 14,462,243 13,104,082 4,084,990 3,964,658
Loss from continuing
operations before
income taxes and
cumulative effect of
accounting change (154,016) (839,426) (1,282,807) (1,123,296) (665,640) (38,822) (40,927) 
Income tax (benefit)
expense (41,940) (11,745) 148,957 (8,375) (216,941) — 43,511
Income (loss) from
continuing operations
before cumulative
effect of accounting
change (112,076) (827,681) (1,431,764) (1,114,921) (448,699) (38,822) 2,584
Income (loss) from
discontinued
operations, net(1) — — 11,335 9,178 (12,823) — —
Income (loss) on
disposal of
discontinued
operations, net(1) — — (168,795) — — — —
Cumulative effect of
accounting change,
net — — — (27,300) — — —
Net income (loss) $ (112,076) $ (827,681) $ (1,589,224) $ (1,133,043) $ (461,522) $ (38,822) $ 2,584
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Year Ended
Thirteen Week
Period Ended

March 1,
2003

(52 weeks)(5)

March 2,
2002

(52 weeks)(5)

March 3,
2001

(53 weeks)(1)

February 26,
2000

(52 weeks)(1)

February 27,
1999

(52 weeks)(1)
May 31,

2003
June 1,
2002(5)

(Dollars in thousands)
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Basic and diluted
(loss) income per
share:
Loss from continuing
operations(3) $ (0.28) $ (1.82) $ (5.15) $ (4.34) $ (1.74) $ (0.08) $ (0.01) 
Income (loss) from
discontinued
operations — — (0.50) 0.04 (0.05) — —
Cumulative effect of
accounting change — — — (0.11) — — —
Net loss per share $ (0.28) $ (1.82) $ (5.65) $ (4.41) $ (1.79) $ (0.08) $ (0.01) 
Balance Sheet Data
(at end of period):
Working capital
(deficit) $1,676,889 $1,580,218 $1,955,877 $ 752,657 $ (892,115) $1,703,762 $1,499,192
Property, plant and
equipment (net) 1,868,579 2,096,030 3,041,008 3,445,828 3,328,499 1,932,726 2,048,826
Total assets 6,133,515 6,491,759 7,913,911 9,845,566 9,778,451 6,239,100 6,469,238
Total debt and capital
lease obligations(2) 3,862,628 4,056,468 5,894,548 6,612,868 5,922,504 3,948,704 4,046,046
Redeemable preferred
stock 19,663 19,561 19,457 19,457 23,559 19,689 19,586
Total stockholders'
equity (deficit) (112,329) 9,616 (354,435) 432,509 1,339,617 (140,636) 20,309
Other Data:
Cash flows from
continuing operations
provided by (used in):
Operating activities $ 305,383 $ 16,343 $ (704,554) $ (623,098) $ 278,947 $ 49,800 $ 38,113
Investing activities (72,214) 342,531 677,653 (504,112) (2,705,043) (125,132) (3,434) 
Financing activities (211,903) (107,109) (64,324) 905,091 2,660,341 52,753 7,785
Capital expenditures 116,154 187,383 141,504 641,070 1,314,423 133,655 22,300
Cash dividends
declared per common
share $ 0 $ 0 $ 0 $ .3450 $ .4375 0 0
Number of retail
drugstores
(at end of period) 3,404 3,497 3,648 3,802 3,870 3,396 3,454
Pharmacy sales as a
percentage of sales 63.2% 61.3% 59.5% 58.4% 54.2% 64.5% 63.5% 

(1)PCS was acquired on January 22, 1999 and sold on October 2, 2000, and accordingly, our PBM
segment is reported as a discontinued operation for all periods presented.

(2)Includes capital lease obligations of $176.2 million as of March 1, 2003, $182.6 million as of March
2, 2002, $1.1 billion as of March 3, 2001, February 26, 2000 and February 27, 1999, respectively,
$174.4 million as of May 31, 2003 and 181.0 million as of June 1, 2002.

(3)Gains and losses on extinguishment of debt that were previously classified as an extraordinary item
in the years ended March 1, 2003 and March 2, 2002 and in the thirteen week period ended June 1,
2002, are now included as a component of results from continuing operations, pursuant to the
adoption of SFAS No. 145.
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(4)Effective March 1, 2003, the Company adopted SFAS No. 123, "Accounting for Stock Based
Compensation", utilizing the modified prospective method of adoption under the provisions of
SFAS No. 148, "Accounting for Stock Based Compensation — Transition and Disclosure."
Accordingly, stock based compensation presented for the thirteen week period ended May 31, 2003
has been calculated as if the recognition provisions of SFAS No. 123 had been applied from its
original effective date. Results for prior periods have not been restated.

(5)Certain reclassifications have been made to conform to current period classifications.
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THE EXCHANGE OFFER

Terms of the Exchange Offer; Period for Tendering Old Notes

Subject to terms and conditions detailed in this prospectus, we will accept for exchange old notes which are properly
tendered on or prior to the expiration date and not withdrawn as permitted below. As used herein, the term "expiration
date" means 5:00 p.m., New York City time, on October 10, 2003. We may, however, in our sole discretion, extend
the period of time during which the exchange offer is open. The term "expiration date" means the latest time and date
to which the exchange offer is extended.

As of the date of this prospectus, $150.0 million aggregate principal amount of old notes are outstanding. This
prospectus, together with the letter of transmittal, is first being sent on or about the date hereof, to all holders of old
notes known to us.

We expressly reserve the right, at any time, to extend the period of time during which the exchange offer is open, and
delay acceptance for exchange of any old notes, by giving oral or written notice of such extension to the holders
thereof as described below. During any such extension, all old notes previously tendered will remain subject to the
exchange offer and may be accepted for exchange by us. Any old notes not accepted for exchange for any reason will
be returned without expense to the tendering holder as promptly as practicable after the expiration or termination of
the exchange offer.

Old notes tendered in the exchange offer must be in denominations of principal amount of $1,000 and any integral
multiple thereof.

We expressly reserve the right to amend or terminate the exchange offer, and not to accept for exchange any old notes,
upon the occurrence of any of the conditions of the exchange offer specified under "—Conditions to the exchange offer."
We will give oral or written notice of any extension, amendment, non-acceptance or termination to the holders of the
old notes as promptly as practicable. Such notice, in the case of any extension, will be issued by means of a press
release or other public announcement no later than 9:00 a.m., New York City time, on the next business day after the
previously scheduled expiration date.

Procedures for Tendering Old Notes

The tender to us of old notes by you as set forth below and our acceptance of the old notes will constitute a binding
agreement between us and you upon the terms and subject to the conditions set forth in this prospectus and in the
accompanying letter of transmittal. Except as set forth below, to tender old notes for exchange pursuant to the
exchange offer, you must transmit a properly completed and duly executed letter of transmittal, including all other
documents required by such letter of transmittal or, in the case of a book--entry transfer, an agent's message in lieu of
such letter of transmittal, to BNY Midwest Trust Company, as exchange agent, at the address set forth below under
"—Exchange Agent" on or prior to the expiration date. In addition, either:

•
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certificates for such old notes must be received by the exchange agent along with the letter of
transmittal,
•a timely confirmation of a book-entry transfer (a "book-entry confirmation") of such old notes, if
such procedure is available, into the exchange agent's account at DTC pursuant to the procedure
for book-entry transfer must be received by the exchange agent, prior to the expiration date, with
the letter of transmittal or an agent's message in lieu of such letter of transmittal, or

• the holder must comply with the guaranteed delivery procedures described below.
The term "agent's message" means a message, transmitted by DTC to and received by the exchange agent and forming
a part of a book-entry confirmation, which states that DTC has received an express acknowledgment from the
tendering participant stating that such participant has received and agrees to be bound by the letter of transmittal and
that we may enforce such letter of transmittal against such participant.

24

The method of delivery of old notes, letters of transmittal and all other required documents is at your election and risk.
If such delivery is by mail, it is recommended that you use registered mail, properly insured, with return receipt
requested. In all cases, you should sufficient time to assure timely delivery. No letter of transmittal or old notes should
be sent to us.

Signatures on a letter of transmittal or a notice of withdrawal, as the case may be, must be guaranteed unless the old
notes surrendered for exchange are tendered:

•by a holder of the old notes who has not completed the box entitled "Special Issuance Instructions"
or "Special Delivery Instructions" on the letter of transmittal, or

• for the account of an eligible institution (as defined below).
In the event that signatures on a letter of transmittal or a notice of withdrawal are required to be guaranteed, such
guarantees must be by a firm which is a member of the Securities Transfer Agent Medallion Program, the Stock
Exchanges Medallion Program or the New York Stock Exchange Medallion Program (each such entity being
hereinafter referred to as an "eligible institution"). If old notes are registered in the name of a person other than the
signer of the letter of transmittal, the old notes surrendered for exchange must be endorsed by, or be accompanied by a
written instrument or instruments of transfer or exchange, in satisfactory form as we or the exchange agent determine
in our sole discretion, duly executed by the registered holders with the signature thereon guaranteed by an eligible
institution.

We or the exchange agent in our sole discretion will make a final and binding determination on all questions as to the
validity, form, eligibility (including time of receipt) and acceptance of old notes tendered for exchange. We reserve
the absolute right to reject any and all tenders of any particular old note not properly tendered or to not accept any
particular old note which acceptance might, in our judgment or our counsel's, be unlawful. We also reserve the
absolute right to waive any defects or irregularities or conditions of the exchange offer as to any particular old note
either before or after the expiration date (including the right to waive the ineligibility of any holder who seeks to
tender old notes in the exchange offer). Our or the exchange agent's interpretation of the term and conditions of the
exchange offer as to any particular old note either before or after the expiration date (including the letter of transmittal
and the instructions thereto) will be final and binding on all parties. Unless waived, any defects or irregularities in
connection with tenders of old notes for exchange must be cured within a reasonable period of time, as we determine.
We are not, nor is the exchange agent or any other person, under any duty to notify you of any defect or irregularity
with respect to your tender of old notes for exchange, and no one will be liable for failing to provide such notification.

If the letter of transmittal is signed by a person or persons other than the registered holder or holders of old notes, such
old notes must be endorsed or accompanied by powers of attorney signed exactly as the name(s) of the registered
holder(s) that appear on the old notes.
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If the letter of transmittal or any old notes or powers of attorney are signed by trustees, executors, administrators,
guardians, attorneys-in-fact, officers of corporations or others acting in a fiduciary or representative capacity, such
persons should so indicate when signing. Unless waived by us or the exchange agent, proper evidence satisfactory to
us of their authority to so act must be submitted with the letter of transmittal.

By tendering old notes, you represent to us that, among other things, the new notes acquired pursuant to the exchange
offer are being obtained in the ordinary course of business of the person receiving such new notes, whether or not such
person is the holder, that neither the holder nor such other person has any arrangement or understanding with any
person, to participate in the distribution of the new notes, and that you are not holding old notes that have, or are
reasonably likely to have, the status of an unsold allotment in the initial offering. If you are our "affiliate," as defined
under Rule 405 under the Securities Act, and engage in or intend to engage in or have an arrangement or
understanding with any person to participate in a distribution of such new notes to be acquired pursuant to the
exchange offer, you or any such other person:
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• could not rely on the applicable interpretations of the staff of the SEC and
•must comply with the registration and prospectus delivery requirements of the Securities Act in
connection with any resale transaction.
Each broker-dealer that receives new notes for its own account in exchange for old notes, where such old notes were
acquired by such broker-dealer as a result of market-making activities or other trading activities, must acknowledge
that it will deliver a prospectus in connection with any resale of such new notes. See "Plan of Distribution." The letter
of transmittal states that by so acknowledging and by delivering a prospectus, a broker-dealer will not be deemed to
admit that it is an "underwriter" within the meaning of the Securities Act.

Acceptance of Old Notes for Exchange; Delivery of New Notes

Upon satisfaction or waiver of all of the conditions to the exchange offer, we will accept, promptly after the expiration
date, all old notes properly tendered and will issue the new notes promptly after acceptance of the old notes. See
"—Conditions to the Exchange Offer." For purposes of the exchange offer, we will be deemed to have accepted properly
tendered old notes for exchange if and when we give oral (confirmed in writing) or written notice to the exchange
agent.

The holder of each old note accepted for exchange will receive a new note in the amount equal to the surrendered old
note. Holders of new notes on the relevant record date for the first interest payment date following the consummation
of the exchange offer will receive interest accruing from the most recent date to which interest has been paid on the
old notes. Holders of new notes will not receive any payment in respect of accrued interest on old notes otherwise
payable on any interest payment date, the record date for which occurs on or after the consummation of the exchange
offer.

In all cases, issuance of new notes for old notes that are accepted for exchange will be made only after timely receipt
by the exchange agent of:

•a timely book-entry confirmation of such old notes into the exchange agent's account at DTC,
•a properly completed and duly executed letter of transmittal or an agent's message in lieu thereof,
and

• all other required documents.
If any tendered old notes are not accepted for any reason set forth in the terms and conditions of the exchange offer or
if old notes are submitted for a greater principal amount than the holder desires to exchange, such unaccepted or
non-exchanged old notes will be returned without expense to the tendering holder (or, in the case of old notes tendered
by book entry transfer into the exchange agent's account at DTC pursuant to the book-entry procedures described
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below, such non-exchanged old notes will be credited to an account maintained with DTC as promptly as practicable
after the expiration or termination of the exchange offer.

Book-Entry Transfers

For purposes of the exchange offer, the exchange agent will request that an account be established with respect to the
old notes at DTC within two business days after the date of this prospectus, unless the exchange agent already has
established an account with DTC suitable for the exchange offer. Any financial institution that is a participant in DTC
may make book-entry delivery of old notes by causing DTC to transfer such old notes into the exchange agent's
account at DTC in accordance with DTC's procedures for transfer. Although delivery of old notes may be effected
through book-entry transfer at DTC, the letter of transmittal or facsimile thereof or an agent's message in lieu thereof,
with any required signature guarantees and any other required documents, must, in any case, be transmitted to and
received by the exchange agent at the address set forth under "—Exchange Agent" on or prior to the expiration date or
the guaranteed delivery procedures described below must be complied with.
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Guaranteed Delivery Procedures

If you desire to tender your old notes and your old notes are not immediately available, or time will not permit your
old notes or other required documents to reach the exchange agent before the expiration date, a tender may be effected
if:

• the tender is made through an eligible institution,
•prior to the expiration date, the exchange agent received from such eligible institution a notice of
guaranteed delivery, substantially in the form we provide (by telegram, telex, facsimile
transmission, mail or hand delivery), setting forth your name and address, the amount of old notes
tendered, stating that the tender is being made thereby and guaranteeing that within three New
York Stock Exchange trading days after the date of execution of the notice of guaranteed delivery,
the certificates for all physically tendered old notes, in proper form for transfer, or a book-entry
confirmation, as the case may be, together with a properly completed and duly executed
appropriate letter of transmittal or facsimile thereof or agent's message in lieu thereof, with any
required signature guarantees and any other documents required by the letter of transmittal will be
deposited by such eligible institution with the exchange agent, and
•the certificates for all physically tendered old notes, in proper form for transfer, or a book-entry
confirmation, as the case may be, together with a properly completed and duly executed
appropriate letter of transmittal or facsimile thereof or agent's message in lieu thereof, with any
required signature guarantees and all other documents required by the letter of transmittal, are
received by the exchange agent within three NYSE trading days after the date of execution of the
notice of guaranteed delivery.
Withdrawal Rights

You may withdraw your tender of old notes at any time prior to the expiration date. To be effective, a written notice of
withdrawal must be received by the exchange agent at one of the addresses set forth under "—Exchange Agent." This
notice must specify:

• the name of the person having tendered the old notes to be withdrawn,
• the old notes to be withdrawn (including the principal amount of such old notes), and

•where certificates for old notes have been transmitted, the name in which such old notes are
registered, if different from that of the withdrawing holder.
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If certificates for old notes have been delivered or otherwise identified to the exchange agent, then, prior to the release
of such certificates, the withdrawing holder must also submit the serial numbers of the particular certificates to be
withdrawn and a signed notice of withdrawal with signatures guaranteed by an eligible institution, unless such holder
is an eligible institution. If old notes have been tendered pursuant to the procedure for book-entry transfer described
above, any notice of withdrawal must specify the name and number of the account at DTC to be credited with the
withdrawn old notes and otherwise comply with the procedures of DTC.

We or the exchange agent will make a final and binding determination on all questions as to the validity, form and
eligibility (including time of receipt) of such notices. Any old notes so withdrawn will be deemed not to have been
validly tendered for exchange for purposes of the exchange offer. Any old notes tendered for exchange but not
exchanged for any reason will be returned to the holder without cost to such holder (or, in the case of old notes
tendered by book-entry transfer into the exchange agent's account at DTC pursuant to the book-entry transfer
procedures described above, such old notes will be credited to an account maintained with DTC for the old notes as
soon as practicable after withdrawal, rejection of tender or termination of the exchange offer. Properly withdrawn old
notes may be retendered by following one of the procedures described under "—Procedures for tendering old notes"
above at any time on or prior to the expiration date.
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Conditions to the Exchange Offer

Notwithstanding any other provision of the exchange offer, we are not required to accept for exchange, or to issue new
notes in exchange for, any old notes and may terminate or amend the exchange offer, if any of the following events
occur prior to acceptance of such old notes:

(a)the exchange offer violates any applicable law or applicable interpretation of the staff of the
SEC; or

(b)there is threatened, instituted or pending any action or proceeding before, or any injunction,
order or decree has been issued by, any court or governmental agency or other governmental
regulatory or administrative agency or commission,

(1)seeking to restrain or prohibit the making or consummation of the exchange offer or any
other transaction contemplated by the exchange offer, or assessing or seeking any
damages as a result thereof, or

(2)resulting in a material delay in our ability to accept for exchange or exchange some or all
of the old notes pursuant to the exchange offer;

or any statute, rule, regulation, order or injunction has been sought, proposed, introduced, enacted, promulgated or
deemed applicable to the exchange offer or any of the transactions contemplated by the exchange offer by any
government or governmental authority, domestic or foreign, or any action has been taken, proposed or threatened, by
any government, governmental authority, agency or court, domestic or foreign, that in our sole judgment might,
directly or indirectly, result in any of the consequences referred to in clauses (1) or (2) above or, in our reasonable
judgment, might result in the holders of new notes having obligations with respect to resales and transfers of new
notes which are greater than those described in the interpretation of the SEC referred to on the cover page of this
prospectus, or would otherwise make it inadvisable to proceed with the exchange offer; or

(c)there has occurred:
(1)any general suspension of or general limitation on prices for, or trading in, securities on

any national securities exchange or in the over-the-counter market,
(2)any limitation by a governmental agency or authority which may adversely affect our

ability to complete the transactions contemplated by the exchange offer,
(3)
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a declaration of a banking moratorium or any suspension of payments in respect of banks
in the United States or any limitation by any governmental agency or authority which
adversely affects the extension of credit, or

(4)a commencement of a war, armed hostilities or other similar international calamity
directly or indirectly involving the United States, or, in the case of any of the foregoing
existing at the time of the commencement of the exchange offer, a material acceleration
or worsening thereof; or

(d)any change (or any development involving a prospective change) has occurred or is
threatened in our business, properties, assets, liabilities, financial condition, operations, results
of operations or prospects and our subsidiaries taken as a whole that, in our reasonable
judgment, is or may be adverse to us, or we have become aware of facts that, in our
reasonable judgment, have or may have adverse significance with respect to the value of the
old notes or the new notes;

which in our reasonable judgment in any case, and regardless of the circumstances (including any action by us) giving
rise to any such condition, makes it inadvisable to proceed with the exchange offer and/or with such acceptance for
exchange or with such exchange.

The foregoing conditions are for our sole benefit and may be asserted by us regardless of the circumstances giving rise
to any condition or may be waived by us in whole or in part at any time in our reasonable discretion. Our failure at any
time to exercise any of the foregoing rights will not be deemed a waiver of any such right and each such right will be
deemed an ongoing right which may be asserted at any time.
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In addition, we will not accept for exchange any old notes tendered, and no new notes will be issued in exchange for
any such old notes, if at such time any stop order is threatened or in effect with respect to the Registration Statement,
of which this prospectus constitutes a part, or the qualification of the indenture under the Trust Indenture Act.

Exchange Agent

We have appointed BNY Midwest Trust Company as the exchange agent for the exchange offer. All executed letters
of transmittal should be directed to the exchange agent at the address set forth below. Questions and requests for
assistance, requests for additional copies of this prospectus or of the letter of transmittal and requests for notices of
guaranteed delivery should be directed to the exchange agent addressed as follows:

BNY Midwest Trust Company,  Exchange Agent

By Registered or Certified Mail, Overnight Delivery after
4:30 p.m. on the Expiration Date:
BNY Midwest Trust Company
c/o Bank of New York
Corporate Trust Operations
Reorganization Unit
101 Barclay Street – 7 East
New York, NY 10286
Attn: Giselle Guadalupe

For Information Call:
(212) 815-6331
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By Facsimile Transmission
(for Eligible Institutions only):
(212) 298-1915

Confirm by Telephone:
(212) 815-6331

DELIVERY OF THE LETTER OF TRANSMITTAL TO AN ADDRESS OTHER THAN AS SET FORTH
ABOVE OR TRANSMISSION OF SUCH LETTER OF TRANSMITTAL VIA FACSIMILE OTHER THAN
AS SET FORTH ABOVE DOES NOT CONSTITUTE A VALID DELIVERY OF THE LETTER OF
TRANSMITTAL.

Fees and Expenses

The principal solicitation is being made by mail by BNY Midwest Trust Company, as exchange agent. We will pay
the exchange agent customary fees for its services, reimburse the exchange agent for its reasonable out-of-pocket
expenses incurred in connection with the provision of these services and pay other registration expenses, including
fees and expenses of the trustee under the indenture relating to the new notes, filing fees, blue sky fees and printing
and distribution expenses. We will not make any payment to brokers, dealers or others soliciting acceptances of the
exchange offer.

Additional solicitation may be made by telephone, facsimile or in person by our and our affiliates' officers and regular
employees and by persons so engaged by the exchange agent.

Accounting Treatment

We will record the new notes at the same carrying value as the old notes, as reflected in our accounting records on the
date of the exchange. Accordingly, we will not recognize any gain or loss for accounting purposes. The expenses of
the exchange offer will be amortized over the term of the new notes.

Transfer Taxes

You will not be obligated to pay any transfer taxes in connection with the tender of old notes in the exchange offer
unless you instruct us to register new notes in the name of, or request that old
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notes not tendered or not accepted in the exchange offer be returned to, a person other than the registered tendering
holder. In those cases, you will be responsible for the payment of any applicable transfer tax.

Consequences of Exchanging or Failing to Exchange Old Notes

If you do not exchange your old notes for new notes in the exchange offer, your old notes will continue to be subject
to the provisions of the indenture relating to the notes regarding transfer and exchange of the old notes and the
restrictions on transfer of the old notes described in the legend on your certificates. These transfer restrictions are
required because the old notes were issued under an exemption from, or in transactions not subject to, the registration
requirements of the Securities Act and applicable state securities laws. In general, the old notes may not be offered or
sold unless registered under the Securities Act, except under an exemption from, or in a transaction not subject to, the
Securities Act and applicable state securities laws. We do not plan to register the old notes under the Securities Act.
Based on interpretations by the staff of the SEC, as set forth in no-action letters issued to third parties, we believe that
the new notes you receive in the exchange offer may be offered for resale, resold or otherwise transferred without
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compliance with the registration and prospectus delivery provisions of the Securities Act. However, you will not be
able to freely transfer the new notes if:

• you are our "affiliate," as defined in Rule 405 under the Securities Act,
•you are not acquiring the new notes in the exchange offer in the ordinary course of your business,
•you have an arrangement or understanding with any person to participate in the distribution, as
defined in the Securities Act, of the new notes you will receive in the exchange offer,
•you are holding old notes that have, or are reasonably likely to have, the status of an unsold
allotment in the initial offering, or

• you are a participating broker-dealer.
We do not intend to request the SEC to consider, and the SEC has not considered, the exchange offer in the context of
a similar no-action letter. As a result, we cannot guarantee that the staff of the SEC would make a similar
determination with respect to the exchange offer as in the circumstances described in the no action letters discussed
above. Each holder, other than a broker-dealer, must acknowledge that it is not engaged in, and does not intend to
engage in, a distribution of new notes and has no arrangement or understanding to participate in a distribution of new
notes. If you are our affiliate, are engaged in or intend to engage in a distribution of the new notes or have any
arrangement or understanding with respect to the distribution of the new notes you will receive in the exchange offer,
you may not rely on the applicable interpretations of the staff of the SEC and you must comply with the registration
and prospectus delivery requirements of the Securities Act in connection with any resale transaction involving the new
notes. If you are a participating broker-dealer, you must acknowledge that you will deliver a prospectus in connection
with any resale of the new notes. In addition, to comply with state securities laws, you may not offer or sell the new
notes in any state unless they have been registered or qualified for sale in that state or an exemption from registration
or qualification is available and is complied with. The offer and sale of the new notes to "qualified institutional
buyers" (as defined in Rule 144A of the Securities Act) is generally exempt from registration or qualification under
state securities laws. We do not plan to register or qualify the sale of the new notes in any state where an exemption
from registration or qualification is required and not available.
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DESCRIPTION OF THE NEW NOTES

You can find the definitions of terms used in this description under the subheading "Definitions." In this description,
the words "Company" and "we," "us" and "our" refer only to Rite Aid Corporation and not to any of its subsidiaries.
The term "notes" or "Notes" includes the old notes and the new notes. The term "Offered Notes" refers to the old
notes.

We will issue the new notes under an indenture to be dated as of May 20, 2003 (the "Indenture"), among us and BNY
Midwest Trust Company, as trustee (the "Trustee"). This is the same indenture under which the old notes were issued.

We urge you to read the Indenture because it, and not this description, defines your rights as a holder of the new notes.
A copy of the Indenture is available upon request to us at the address indicated under "Where You Can Find More
Information."

We can issue up to $150.0 million of new notes now and an unlimited principal amount of additional notes at later
dates under the same Indenture. We can issue additional notes as part of the same series or as an additional series. Any
additional notes that we issue in the future will be identical in all respects to the new notes, except that notes issued in
the future will have different issuance prices and issuance dates. We will issue new notes only in fully registered form
without coupons, in denominations of $1,000 and integral multiples of $1,000.

New Notes Versus the Old Notes

Edgar Filing: RITE AID CORP - Form 424B3

31



The new notes are substantially identical to the old notes, except that the transfer restrictions and registration rights
relating to the old notes do not apply to the new notes.

Principal, Maturity and Interest

The new notes will mature on June 1, 2013. We are issuing $150.0 million aggregate principal amount of new notes
now.

Interest on the new notes will accrue at a rate of 9.25% per annum and will be payable semi-annually in arrears on
June 1 and December 1, commencing on December 1, 2003. We will pay interest to those persons who were holders
of record on the May 15 or November 15 immediately preceding each interest payment date.

Interest on the new notes will accrue from the date of original issuance or, if interest has already been paid, from the
date it was most recently paid. Interest will be computed on the basis of a 360-day year comprised of twelve 30-day
months.

Ranking

The new notes will be:

• unsubordinated unsecured obligations of ours; and
•equal in ranking ("pari passu") with all of our existing and future unsubordinated, unsecured debt.
As of May 31, 2003;

•the total outstanding debt of us and our subsidiaries, excluding unused commitments made by
lenders, was approximately $3.9 billion of which $2.0 billion is guaranteed by our subsidiaries and
those guarantees are secured by our subsidiaries' assets; and

• none of our debt would have been subordinated to the new notes.
We only have a stockholder's claim in the assets of our subsidiaries. This stockholder's claim is junior to the claims
that creditors of our subsidiaries have against our subsidiaries. Holders of the new notes will only be creditors of the
Company. Our subsidiaries conduct substantially all of our operations and own a substantial portion of our assets. All
the existing and future liabilities of these
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subsidiaries, including any claims of trade creditors and preferred stockholders, will be effectively senior to the new
notes. Further, because a significant portion of our debt is guaranteed by our subsidiaries and those guarantees are
secured by the assets of our subsidiaries, the holders of that debt will be effectively senior to the new notes.

Our subsidiaries have significant liabilities. As of May 31, 2003, we had approximately $3.9 billion of indebtedness
and liabilities to which the new notes would have been structurally subordinated in right of payment. This amount
includes the $2.0 billion of debt guaranteed by our subsidiaries. The Indenture contains limitations on the amount of
additional Debt that we and the Restricted Subsidiaries may Incur. However, the amounts of this additional Debt could
nevertheless be substantial and it may be Incurred by our subsidiaries.

The new notes are obligations exclusively of Rite Aid Corporation. As our subsidiaries conduct substantially all our
operations, our ability to service our debt, including the new notes, is dependent upon the earnings of our subsidiaries,
and their ability to distribute those earnings as dividends, loans or other payments to us. Certain laws restrict the
ability of our subsidiaries to pay us dividends or make loans and advances to us. Any of the situations described above
could make it more difficult for us to service our debt.
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The new notes are our unsecured obligations. Our secured debt will be effectively senior to the new notes to the extent
of the value of the assets securing this Debt.

See "Risk Factors—Risks Related to the Notes" and "Description of Other Indebtedness."

Optional Redemption

We may choose to redeem the new notes at any time. If we do so, it may redeem all or any portion of the new notes, at
once or over time, after giving the required notice under the Indenture.

To redeem the new notes prior to June 1, 2008, we must pay a redemption price equal to 100% of the principal
amount of the new notes to be redeemed plus the Applicable Premium as of, and accrued and unpaid interest, if any,
to, the redemption date (subject to the right of holders of record on the relevant record date to receive interest due on
the relevant interest payment date). Any notice to holders of new notes of such a redemption needs to include the
appropriate calculation of the redemption price, but does not need to include the redemption price itself. The actual
redemption price must be set forth in an Officers' Certificate delivered to the Trustee no later than two Business Days
prior to the redemption date.

" Applicable Premium " means, with respect to any Note on any redemption date, the greater of (i) 1.0% of the
principal amount of such Note and (ii) the excess of (A) the present value at such redemption date of (1) the
redemption price of such Note at June 1, 2008 (such redemption price being set forth in the table below) plus (2) all
required interest payments due on such Note through June 1, 2008 (excluding accrued but unpaid interest), computed
using a discount rate equal to the Treasury Rate on such redemption date plus 75 basis points over (B) the principal
amount of such Note.

" Treasury Rate " means, as of any redemption date, the yield to maturity as of such redemption date of United States
Treasury securities with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15 (519) that has become publicly available at least two Business Days prior to the redemption date (or, if
such statistical release is no longer published, any publicly available source of similar market data)) most nearly equal
to the period from the redemption date to June 1, 2008;  provided ,  however , that if the period from the redemption
date to June 1, 2008 is less than one year, the weekly average yield on actually traded United States Treasury
securities adjusted to a constant maturity of one year shall be used.

Beginning on June 1, 2008, the new notes may be redeemed at the redemption prices set forth below, plus accrued and
unpaid interest, if any, to the redemption date (subject to the right of holders
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of record on the relevant record date to receive interest due on the relevant interest payment date). The following
prices are for new notes redeemed during the 12-month period commencing on June 1 of the years set forth below,
and are expressed as percentages of principal amount:

Redemption Year Price
2008 104.625% 
2009 103.083% 
2010 101.542% 
2011 and thereafter 100.000% 
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In addition, at any time and from time to time, prior to June 1, 2007, we may redeem up to a maximum of 35% of the
original aggregate principal amount of the new notes (including additional Notes, if any) with the proceeds of one or
more Equity Offerings, at a redemption price equal to 109.25% of the principal amount thereof, plus accrued and
unpaid interest thereon, if any, to the redemption date (subject to the right of holders of record on the relevant record
date to receive interest due on the relevant interest payment date);  provided ,  however , that after giving effect to any
such redemption, at least 65% of the original aggregate principal amount of the new notes (including additional new
notes, if any) remains outstanding. Any such redemption shall be made within 75 days of the completion of such
Equity Offering upon not less than 30 nor more than 60 days' prior notice.

If the optional redemption date is on or after a record date and on or before the relevant interest payment date, the
accrued and unpaid interest, if any, will be paid to the person or entity in whose name the new note is registered at the
close of business on that record date, and no additional interest will be payable to holders whose new notes shall be
subject to redemption.

Sinking Fund

There will be no mandatory sinking fund payments for the new notes.

Repurchase at the Option of Holders Upon a Change of Control

Upon the occurrence of a Change of Control, each holder of new notes will have the right to require us to repurchase
all or any part of such holder's new notes pursuant to the offer described below (the "Change of Control Offer") at a
purchase price (the "Change of Control Purchase Price") equal to 101% of the principal amount thereof, plus accrued
and unpaid interest, if any, to the purchase date (subject to the right of holders of record on the relevant record date to
receive interest due on the relevant interest payment date). If the purchase date is on or after a record date and on or
before the relevant interest payment date, the accrued and unpaid interest, if any, will be paid to the person or entity in
whose name the new note is registered at the close of business on that record date, and no additional interest will be
payable to holders whose new notes shall be subject to redemption.

Within 30 days following any Change of Control, we shall:

(a) cause a notice of the Change of Control Offer to be sent at least once to the Dow Jones News Service or similar
business news service in the United States; and

(b) send, by first-class mail, with a copy to the Trustee, to each holder of new notes, at such holder's address appearing
in the register for the new notes, a notice stating:

(1) that a Change of Control has occurred and a Change of Control Offer is being made pursuant to the covenant
entitled "Repurchase at the Option of Holders Upon a Change of Control" and that all new notes timely tendered will
be accepted for payment;

(2) the Change of Control Purchase Price and the purchase date, which shall be, subject to any contrary requirements
of applicable law, a Business Day no earlier than 30 days nor later than 60 days from the date such notice is mailed;

(3) the circumstances and relevant facts regarding the Change of Control (including, to the extent reasonably
practicable, information with respect to pro forma historical income, cash flow and capitalization after giving effect to
the Change of Control); and
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(4) the procedures that holders of new notes must follow in order to tender their new notes (or portions thereof) for
payment, and the procedures that holders of new notes must follow in order to withdraw an election to tender new
notes (or portions thereof) for payment.

We will comply, to the extent applicable, with the requirements of Section 14(e) of the Exchange Act and any other
securities laws or regulations in connection with the repurchase of Notes pursuant to a Change of Control Offer. To
the extent that the provisions of any securities laws or regulations conflict with the provisions of the covenant
described above, we will comply with the applicable securities laws and regulations and will not be deemed to have
breached our obligations under this covenant by virtue of such compliance.

The Change of Control repurchase feature is a result of negotiations between us and the Initial Purchasers of the old
notes. Management has no present intention to engage in a transaction involving a Change of Control, although it is
possible that we would decide to do so in the future. Subject to the covenants described below, we could, in the future,
enter into transactions, including acquisitions, refinancings or other recapitalizations, that would not constitute a
Change of Control under the Indenture, but that could increase the amount of debt outstanding at such time or
otherwise affect our capital structure or credit ratings.

The definition of Change of Control includes a phrase relating to the sale, transfer, assignment, lease, conveyance or
other disposition of "all or substantially all" the Company's assets. Although there is a developing body of case law
interpreting the phrase "substantially all," there is no precise established definition of the phrase under applicable law.
Accordingly, if we dispose of less than all of our assets by any of the means described above, the ability of a holder of
new notes to require us to repurchase its new notes may be uncertain. In such a case, holders of the new notes may not
be able to resolve this uncertainty without resorting to legal action.

The Senior Credit Facility provides that the occurrence of certain of the events that constitute a Change of Control will
constitute a default under such facility.

Other existing Debt of ours contains, and future debt of ours may contain, prohibitions of events that would constitute
a Change of Control or that would require such debt to be repurchased upon a Change of Control. Moreover, the
exercise by holders of new notes of their right to require us to repurchase their new notes could cause a default under
existing or future debt of ours, even if the Change of Control itself does not result in a default under existing or future
debt, due to the financial effect of such repurchase on us. Finally, our ability to pay cash to holders of new notes upon
a repurchase may be limited by our financial resources at the time of such repurchase. Therefore, we cannot assure
you that sufficient funds will be available when necessary to make any required repurchases. Our failure to purchase
new notes in connection with a Change of Control would result in a default under the Indenture. Such a default would,
in turn, constitute a default under our existing debt, and may constitute a default under future debt as well. Our
obligation to make an offer to repurchase the new notes as a result of a Change of Control may be waived or modified
at any time prior to the occurrence of such Change of Control with the written consent of the holders of a majority in
aggregate principal amount of the outstanding new notes. See "—Amendments and Waivers."

Restrictive Covenants

Limitation on Debt .    The Company will not, and will not permit any Restricted Subsidiary to, Incur, directly or
indirectly, any Debt unless, after giving effect to the application of the proceeds thereof, no Default or Event of
Default would occur as a consequence of such Incurrence and no Default or Event of Default would be continuing
following such Incurrence and application of proceeds and either:

(1)    after giving effect to the Incurrence of such Debt and the application of the proceeds thereof, the Consolidated
Interest Coverage Ratio would be greater than (i) if such Incurrence occurs within two years of the 11¼% Notes Issue
Date, 1.75 to 1.00 or (ii) if such Incurrence
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occurs at any time thereafter, 2.00 to 1.00  provided that, if such Debt is Debt of a Restricted Subsidiary then,
simultaneously with the Incurrence of such Debt, the Restricted Subsidiary executes and delivers a supplemental
indenture providing for a full and unconditional Guarantee of payment of the Notes by such Restricted Subsidiary; or

(2)    such Debt is Permitted Debt.
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