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PART I—FINANCIAL INFORMATION

Item 1. Financial Statement:
DRUGSTORE.COM, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share and per share data)
(unaudited)
Three Months Ended
April 1, April 2,
2007 2006
Net sales $ 109,76! $ 104,10¢
Costs and expense
Cost of sale: 85,06: 81,88¢
Fulfillment and order processit 10,97¢ 10,177
Marketing and sale 8,08¢ 8,971
Technology and contel 4,71F 3,94z
General and administratiy 4,70¢ 4,29¢
Amortization of intangible asse 444 53C
Total costs and expens 113,99: 109,80¢
Operating los! (4,22%) (5,700
Interest income, ne 45C 407
Net loss $ (3,779 $ (5,297
Basic and diluted net loss per sh $ (0.09) $ (0.0¢6)
Weighted average shares outstanding used to corbpsie and diluted net loss per sh 94,500,12 92,969,65

See accompanying notes to consolidated finanassients.
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DRUGSTORE.COM, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

April 1, December 31
2007 2006
(Unaudited) (Note 2)
Assets
Current asset:
Cash and cash equivalel $ 11,627 $ 13,39
Marketable securitie 26,60« 27,24¢
Accounts receivable, net of allowanc 37,01( 36,68¢
Inventories 25,82( 26,46¢
Prepaid marketing expens 2,29( 2,29(
Other current asse 3,18 2,61F
Total current asse 106,53 108,70:
Fixed assets, ni 18,85¢ 18,29:¢
Other intangible assets, r 4,932 5,37¢
Goodwill 32,20: 32,20:
Prepaid marketing expenses and o 3,17¢ 3,75(
Total asset $ 165,70: $ 168,32.
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 58,25: $ 57,507
Accrued compensatic 2,94¢ 4,841
Accrued marketing expens 3,217 3,661
Other current liabilitie: 1,13 1,292
Current portion of lon-term debt obligation 4,05¢ 3,94¢
Total current liabilities 69,60 71,25(
Long-term debt obligations, less current port 1,631 1,83¢
Deferred income taxe 94t 94t
Other lon¢-term liabilities 1,53¢ 1,61(
Commitments and contingenci
Stockholder' equity:
Preferred stock, $.0001 par value, 10,000,000 stearthorized, no shares issued and outstal — —
Common stock, $.0001 par value, stated at amouwidisip: 250,000,000 shares authorized, 94,638,241 a
94,335,027 shares issued and outstan 846,12( 843,02t
Accumulated other comprehensive | (20 (7)
Accumulated defici (754,119 (750,34)
Total stockholder equity 91,98! 92,67¢
Total liabilities and stockholde’ equity $ 165,70: $ 168,32.

See accompanying notes to consolidated financgsients.
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DRUGSTORE.COM, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciatior
Amortization of marketing and sales agreem:
Amortization of intangible asse
Stocl-based compensatic
Other
Changes in
Accounts receivabl
Inventories
Prepaid marketing expenses and other current ¢
Accounts payable, accrued expenses, and othelitlesh
Net cash used in operating activit
Investing Activities:
Purchases of marketable securi
Sales and maturities of marketable secur
Purchases of fixed asst
Net cash (used in) provided by investing activi
Financing Activities:
Proceeds from exercise of stock options and emplsyeck purchase pl:
Borrowings on line of cred
Principal payments on capital leases and term dddigations
Net cash provided by (used in) financing activi

Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental Cash Flow Information:
Equipment acquired in capital lease agreem

Cash paid during the period for inter

See accompanying notes to consolidated financgdsients.

3

Three Months Ended
April 1, April 2,
2007 2006

$(3,779 $ (5,299

1,891 1,45¢
572 572
444 53C

2,431 1,70:
— 4

(322) (914)
64¢ 3,781
(56€) 18¢

(1,829 (4,886
(505 (2,856

(7,146 (10,879
7,77 13,47¢
(2,176  (1,35)
(1,547 1,251

662 251
30C —
(677) (58E)
28€ (334)

(1,766 (1,939
13,39  20,29:
$11,627 $18,35:

$ 27¢ $ 23¢
$ 116 ¢ 95




DRUGSTORE.COM, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Description of the Business

drugstore.com, inc. is a leading online providehedlth, beauty, vision, and pharmacy products offér health, beauty, sexual well-
being, household, and other non-prescription prtsdaied prescription medications through our welsivevw.drugstore.comiVe also offer
prestige beauty products through our website lacate/ww.beauty.corfwhich is also accessible through the drugstore.e@isite); contact
lenses through our wholly owned subsidiary Intéomal Vision Direct Corp. and its subsidiaries,leolively referred to as Vision Direct,
through websites located wtvw.visiondirect.comwww.lensmart.congndwww.lensquest.cofwhich are also accessible through the
drugstore.com website); and customized nutritieuglplement programs through our wholly owned sudsidCustom Nutrition Services,
Inc. (CNS). Our products are also available tadlefby telephone at 1-800-DRUGSTORE and 1-800-VISXIECT. Under the terms of an
agreement with Rite Aid Corporation, or Rite Aidistomers are also able to order refill prescrigifor pickup at any Rite Aid store. We
manage our business in four segments: over-theteo(@TC), mail-order pharmacy, local pick-up phaoy, and vision.

2. Basis of Presentation and Principles of Consolidion

We have prepared the accompanying consolidateddiabstatements in conformity with U.S. generalfcepted accounting principles
(GAAP) and the rules and regulations of the Seiegriatnd Exchange Commission (SEC) for interim foi@reporting. These consolidated
financial statements are unaudited but, in ouriopininclude all adjustments, consisting of normegiurring adjustments and accruals,
necessary for a fair presentation of the consdaitiéalance sheets, statements of operations, atedngnts of cash flows for the periods
presented. Operating results for the periods ptedeare not necessarily indicative of future resfdt the fiscal year ending December 30,
2007 or any other interim period, due to seasondlaher factors. We have derived the consolidatdance sheet as of December 31, 2006
from audited financial statements as of the datewe have excluded certain information and foaaatquired by GAAP for complete
financial statements. You should read these catesteldl financial statements in conjunction with dldited consolidated financial statements
and accompanying notes included in our annual tepoForm 10-K for the fiscal year ended Decemligr2806.

The accompanying consolidated financial statemientade those of drugstore.com, inc. and our sidsas. We have eliminated all
material intercompany transactions and balances.

We operate using a 52/53-week retail calendar yeittr,each of the fiscal quarters in a 52-weekdis®@ar representing a 13-week
period. Fiscal years 2007 and 2006 are 52-weelsyear

3. Significant Accounting Policies
Estimates and Assumptions

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect
amounts of assets and liabilities, revenues andresgs, and disclosure of contingent assets arititiesbat the date of the financial
statements. These estimates include, but aremitéd to, revenue recognition, inventories, gootarild intangible assets, stock-based
compensation, and commitments and contingencigslafesults could differ from our estimates, dmelse differences could be material.

Recent Accounting Pronouncements

In February 2007, the Financial Accounting Stand@dard (FASB) issued Statement of Financial ActiogrnStandards No. 15Fhe
Fair Value Option for Financial Assets and Liahais (SFAS 159). SFAS 159 will become effective as efbeginning of the first fiscal year
beginning after November 15, 2007. SFAS 159 pravisempanies with an option to report selected firerassets and liabilities at fair value
that are not currently required to be measurediavalue. Accordingly, companies would then beuregg to report unrealized gains and
losses on these items in earnings at each subdegpenting date. The objective is to improve fic@hreporting by providing companies
with the opportunity to mitigate volatility in reped earnings caused by measuring related asstmabilities differently. SFAS 159 also
establishes presentation and disclosure requirengesigned to facilitate comparisons between corapdhat choose different measurement
attributes for similar types of assets and lialelit We are currently in the process of evaluatimegeffects of the adoption of SFAS 159 on our
consolidated financial statements.



In September 2006, the FASB issued Statement afnigial Accounting Standards No. 15air Value Measurement{&AS 157). FAS
157 defines fair value, establishes a frameworkrfeasuring fair value under GAAP, and expands alsces about fair value measurements.
FAS 157 emphasizes that fair value is a marketébassasurement, not an entity-specific measurenaedtstates that a fair value
measurement should be determined based on the pssasthat market participants would use in pddine asset or liability. FAS 157 will
become effective for fiscal years beginning aftewdimber 15, 2007, and interim periods within thiiseal years. We are currently evaluat
the impact of adopting FAS 157 on our consolidditegincial statements, but do not expect it to haweaterial impact on our consolidated
financial statements.

In June 2006, the FASB issued Financial AccounBtandards Interpretation No. 48;counting for Uncertainty in Income Taxes — an
interpretation of FASB Statement No. 109 (FAS 1Bl 48), which prescribes a recognition threshold and measent attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 also provides guidance
on derecognition, classification, interest and ftegg accounting in interim periods, disclosuneg aransition. FIN 48 became effective
beginning in the first quarter of 2007. We did hatve any unrecognized tax benefits before or #iteadoption of FIN 48. Our policy is to
recognize interest and penalties related to thenurayment of income taxes as a component of indamexpense. To date, we have not
incurred charges for interest or penalties in refato the underpayment of income taxes. The taxs/&998 through the present remain open
to examination by the major taxing jurisdictionsatbich we are subject.

4. Net Loss Per Share

We compute net loss per share using the weightedhge number of shares of common stock outstandiiegexclude shares associated
with stock options, warrants, and our employeelksfpachase plan from the calculation of dilutedloss per share, as their effects are
antidilutive.

The following table sets forth the computation asiz and diluted net loss per share for the peiiudisated:

Three Months Ended
April 1, April 2,
2007 2006
(in thousands, except share and
per share data)

Numerator:
Net loss $ 3,779 $ (5,299

Denominator:
Weighted average shares outstanding used in cotigputd basic and diluted net loss per

share 94,500,12 92,969,65
Basic and diluted net loss per sh $ (0.09 $ (0.0

As of April 1, 2007 and April 2, 2006, there wei® 127,107 and 17,319,708 shares, respectivelygrafiton stock subject to
outstanding stock options and 615,000 shares offmmmstock subject to warrants in each period,fatich we excluded from the
computation of diluted net loss per share, as #fé@ct was antidilutive. If we had reported netame, the calculation of these per share
amounts would have included the dilutive effecth@fse common stock equivalents using the treasock snethod.
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5. Stock-Based Compensation
Stock-Based Benefit Plans

1998 Stock Plan Under the terms of our 1998 Stock Plan, as ant (@98 Stock Plan), our board of directors maygiacentive and
nonqualified stock options to employees, officéisectors, agents, consultants and independentamdats of drugstore.com. Options under
this plan generally vest as follows: 20% of therebarest during the first six months and the reingiB80% vest quarterly over the subseqt
42 months. Option grants generally have exercimepequal to the fair market value of the comntookson the date of grant and expire ten
years from the date of grant. Our board of direct@s delegated to the stock option subcommittéieeocdompensation committee of the b
the authority to grant options within boaagproved guidelines to certain recipients. In addjtour board of directors has authorized ourfc
executive officer to grant certain options in coctien with offers of employment or consulting engagents, certain of which grants are
subject to the board’s subsequent ratification.

1999 Employee Stock Purchase Piaider the terms of our 1999 Employee Stock Puehian, as amended (1999 ESPP), eligible
employees may purchase common stock for a purghraseequal to 85% of the fair market value of oommon stock on the first or last d
whichever is less, of the applicable six-month pase period, which periods end in January andafudyach year. During the three-month
period ended April 1, 2007, employees purchasetidbshares of our common stock under the 1999 ESE¥Rhange for approximately
$130,000, and during the three-month period ended 2, 2006, employees purchased 51,420 sharesmimon stock under the 1999 ESPP
in exchange for approximately $141,000.

Stock-Based Compensation Expense

We account for the 1998 Stock Plan and the 1999PHSler the recognition and measurement princgflEASB Statement No. 123
(revised 2004)Share-Based PaymefAS 123R), which requires measurement of comp@rsabst for all stock-based awards at fair value
on the date of grant and recognition of compensatiger the service period for awards expected $b. Vidhe fair value of stock-based awards
is determined using the Black-Scholes option pgeimodel using the single option award approachs Tdir value is then amortized on a
straight-line basis over the requisite serviceqaiof the awards, which is generally the vestiewjaal. As required by FAS 123R,
management made an estimate of expected forfejtamelswe are recognizing compensation costs omlthfise equity awards expected to
vest. The estimation of stock awards that willmétely vest requires judgment, and to the extetugheesults or updated estimates differ f
our current estimates, we will record such amotgtt®spectively as an increase or decrease in-$tas&d compensation in the period we
revise the estimates. We consider many factors wbg&mating expected forfeitures, including histativoluntary termination behavior and
actual option forfeitures. Actual results, and fetahanges in estimates, may differ substantiatijnfour current estimates.

The following table summarizes stock-based comp@rshy operating function recorded in the Stateroéi©perations:

Three Months Ended

April 1, April 2,

2007 2006
Fulfillment and order processir $ 272 $ 221
Marketing and sale 414 324
Technology and contel 35¢ 272
General and administrati 1,384 88¢€
Total $ 2431 $ 1,70%




Stock Option Activity
The following table summarizes activity under 0@8& Stock Plan:

Qutstanding Options

Shares Available Weighted- Average Weighted-Average
Number of Exercise Price per Remaining

for Grant Shares Share Contractual Term

Outstanding at December 31, 2006 4,493,56. 18,841,84 $ 3.5C
Additional shares authorize 4,700,001 — —

Options grante: (1,024,301 1,024,30! $ 2.92
Options exercise — (248,02) $ 2.1¢
Options forfeitec 1,491,01. (1,491,01) $ 3.7¢4
Outstanding at April 1, 200 9,660,271 18,127,10 $ 3.4¢€

Vested and expected to vest at April 1, 2 13,438,84 $ 3.5t 7.6(

Exercisable at April 1, 200 7,286,78 $ 3.84 6.6€

(1)The balance as of December 31, 2006 has been edljiast153,982 shares forfeited during 2006 notipresly reported

6. Line of Credit

In April 2007, we entered into an amended and tedtiman and security agreement with our existiagkb This agreement includes a
revolving line of credit allowing for borrowings of to $10.0 million, which accrue interest at piniene rate. The revolving line of credit
matures in March 2008. The agreement allows foctmersion of up to $2.5 million of the outstargllralance into a term loan within 60
days of maturity. As of April 1, 2007, borrowingsder the existing line of credit totaled $1.3 roiflj of which $1.0 million was converted
into a term loan under the amended and restateddiod security agreement. The term loan will be pai36 monthly installments and
accrues interest at the prime rate plus .50%.

7. Commitments and Contingencies
Legal Proceeding:

State Sales Tax Claim$n early 2002, we received an arbitrary assessmite from the state of New Jersey for pastsstle due
from fiscal years 2000 and 2001, based on itsdmghate of sales revenue numbers during thosedserin December 2002, we received a
revised assessment from the state of New Jerse&06 and 2001 in the amount of $221,626 in taxs penalties in the amount of $11,081
and interest that continues to accrue. We do noently collect and do not believe that we are negito collect New Jersey sales tax. In
March 2003, we filed an appeal of the revised asseat with the Tax Court of New Jersey, based erfabt that the state of New Jersey is
pursuing its claim specifically against one of oansolidated subsidiaries that is not a retailintty in that state. The appeal is pending and
trial was held on November 30 and December 1, 2006filed our initial brief on April 30, 2007, avge anticipate that briefing on the apy
will be finished by June 15, 2007. Due to the utaiaty of the appeal, no amounts have been recardge accompanying financial
statements with respect to the sales tax allegbed ttue. If we are unsuccessful in our appealstite of New Jersey would probably expand
its assessment to include other years for whicllid@ot collect sales tax. That additional assessnadong with attendant interest and
penalties, could be material. No amounts have beerued for this matter as our liability, if angnoot be reasonably estimated. However,
the ultimate outcome of this matter could resubustantial tax liabilities for our past sales &adle a material adverse affect on our finar
position and results of operations.

Class Action Laddering LitigationOn and after July 6, 2001, eight stockholdersckagion lawsuits were filed in the United States
District Court for the Southern District of New Yofthe “Court”) naming drugstore.com as a defendaloing with the underwriters and
certain of our present and former officers andaoes (the “Individual Defendants”), in connectiaith our July 27, 1999 initial public
offering and March 15, 2000 secondary offering €tbgr, the “Offerings”). The complaints againstgitore.com have been consolidated into
a single action and a Consolidated Amended Contplainich is now the operative complaint, was fiedApril 19, 2002. The suit purports
to be a class action filed on behalf of purchasémur common stock during the period July 28, 1@89Becember 6, 2000.
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In general, the complaint alleges that the progfsest through which we conducted the Offerings weaterially false and misleading
because they failed to disclose, among other ththgs (i) the underwriters of the Offerings alldbehad solicited and received excessive and
undisclosed commissions from certain investorscachange for which the underwriters allocated tasthmvestors material portions of the
restricted number of shares issued in connectitim thé Offerings and (ii) the underwriters allegeehtered into agreements with customers
whereby the underwriters agreed to allocate drugstom shares to customers in the Offerings in @xgh for which customers agreed to
purchase additional drugstore.com shares in tlee4afirket at predetermined prices. The complaint &ssalations of various sections of
Securities Act of 1933, as amended, and the SesiEixchange Act of 1934, as amended. The actisksstamages in an unspecified amc
and other relief. The action is being coordinatéith @pproximately 300 other nearly identical actidited against other companies or their
former officers and directors.

Key procedural elements of the case have beervesdbut whether or not the class is certifiedilsindecided. On July 15, 2002, the
Company moved to dismiss all claims against usthedndividual Defendants. On October 9, 2002,Gbert dismissed the Individual
Defendants from the case without prejudice basestipnlations of dismissal filed by the plaintiiad the Individual Defendants. On
February 19, 2003, the Court denied the motioridmigs the complaint against drugstore.com. On l@até3, 2004, the Court certified a
class in six of the approximately 300 other neatgntical actions (the “focus cases”) and noted tthe decision is intended to provide strong
guidance to all parties regarding class certifaratn the remaining cases. The underwriter defetsdgppealed the decision and the Second
Circuit vacated the district court’s decision gragtclass certification in those six cases on Ddmmmb, 2006. Plaintiffs filed a petition for
rehearing. On April 6, 2007, the Second Circuitiddrihe petition, but noted that plaintiffs coukkahe District Court to certify a more
narrow class than the one that was rejected. Hfaihtive not yet moved to certify a class in thseinvolving drugstore.com.

Prior to the December®ruling, drugstore.com, the plaintiff class, and st majority of the other issuer defendantsrothe case of
bankrupt issuers, their directors and officersraped a settlement agreement and related agreena@atsubmitted them for approval by the
Court. It is still unclear what impact the Secorict@it's decision vacating class certification retsix focus cases will ultimately have on that
proposed settlement, which the District Court hatsyet finally approved, because drugstore.contidesaent with the plaintiffs involves the
certification of the case as a class action asgfdhe approval process. The Court has stayegr@tieedings, including a decision on final
approval of the settlement and any amendmentseafdmplaints.

If the proposed settlement between the issuerpkaitiffs is finally approved, we anticipate treaty potential financial obligation of
drugstore.com to the plaintiffs will be covereddxisting insurance. We are currently not awarengfraterial limitations from our insurance
carriers on the expected recovery of any potefitiahcial obligation to the plaintiffs. Our carrgeare solvent and we are not aware of any
uncertainties as to the legal sufficiency of amumasce claim with respect to any recovery by ttaénpiffs. Therefore, we do not expect that
settlement will involve any payment by us. If méeklimitations on the expected recovery of anygodial financial obligation to the plaintif
from drugstore.com’s insurance carriers shouldeadsugstore.com’s maximum financial obligatiorptaintiffs pursuant to the settlement
agreement would be less than $3.4 million.

There is no assurance that the Court will graretlfapproval to the issuers’ settlement. We are lentabestimate the potential damages
that might be awarded if the Second Circuit wereeteerse its ruling, the proposed settlement wetepproved, we were found liable, there
arose a material limitation with respect to ouniiace coverage, or the amount awarded were tedxag insurance coverage. Because our
liability, if any, cannot be reasonably estimateo,amounts have been accrued for this matter. Aarad outcome in this matter could have a
material adverse affect on our financial positiod aesults of operations.

Other.From time to time, we are subject to other legatpedings and claims in the ordinary course offtass. We are not currently
aware of any such legal proceedings or claimswieatbelieve will have, individually or in the aggetg, a material adverse effect on our
business prospects, financial condition or opegatasults.

8. Segment Information

We have four reporting segments: OTC, mail-orderptacy, local pickip pharmacy, and vision. The OTC segment is comgis the
sales and related costs of selling all poascription products through our websites, custedhinutritional supplement programs through C
and net sales of consignment products. The maérqugarmacy segment is comprised of sales ancbthted costs of selling pharmaceuticals
through the drugstore.com website for mail-ordéivdey. The local pick-up pharmacy segment is casgat of sales and the related costs of
selling pharmaceuticals through the drugstore.ca@hbsite and the RiteAid.com website for pick-up bical Rite Aid store. Our vision
segment is comprised of sales and the related obstdling contact lenses through Vision Directe Wperate and evaluate our business
segments based on contribution margin results. ¥flee contribution margin as net sales attributable segment, less the direct cost of t
sales and the incremental (variable) costs oflfialfi, processing and delivering the order (lahmckaging supplies, credit card fees, and
royalty costs that are variable based on salesnwe)u



The information presented below for these segmisnitgormation used by our chief operating decigioaker in evaluating operating
performance.

Three Months Ended

April 1, April 2,
2007 2006

Ovel-the-Counter (OTC):
Net sales $ 56,262  $ 49,00¢
Cost of sale: 39,651 34,66
Variable order costs ( 5,36¢ 4,32¢
Contribution margin (b $ 11,247 $ 10,01¢
Mail-Order Pharmacy:
Net sales $ 13,47¢  $ 18,30(
Cost of sale: 11,31 15,84t
Variable order costs (i 1,12C 1,60z
Contribution margin (b $ 1048 $§ 85%
Local Pick-Up Pharmacy:
Net sales (c $ 26,47 $ 24,21
Cost of sale: 23,60: 21,58¢
Variable order costs (i 1,08¢ 992
Contribution margin (b $ 178 $§ 1,63
Vision:
Net sales $ 13,55 $ 12,59(
Cost of sale: 10,49¢ 9,79:¢
Variable order costs ( 64¢€ 661
Contribution margin (b $ 2408 $ 2,13¢
Consolidated:
Net sales $109,76!  $104,10¢
Cost of sale: 85,06: 81,88¢
Variable order costs ( 8,224 7,58:
Consolidated contribution margin ( $ 16,47¢ $ 14,631
Less:

Fixed fulfillment and order processing | $ 2,761 $ 2,61:

Marketing and sales (i 8,072 8,95¢

Technology and contel 4,71°F 3,94%

General and administrati\ 4,70¢ 4,29¢

Amortization of intangible asse 444 53C

Operating los: $ (4,228 % (5,700

(&) These amounts include all variable costs dillfukent and order processing, including labor, kgeging supplies, credit card fees, and
royalty costs that are variable based on salesnwelThese amounts exclude depreciation, stasded compensation, and fixed overt
costs.

(b) Contribution margin represents a measure of weleach segment is contributing to our operatjngls. We calculate it as net sales
less the direct cost of goods sold, the incremémtalable) fulfillment and order processing cositglelivering orders to our customers,
and royalty costs

(c) Netsales in our local pi-up pharmacy segment include co-payments totalig fillion and $5.5 million for the three-monthripels
ended April 1, 2007, and April 2, 2006, respectiv.

(d) These amounts include all fixed costs of fulfillmand order processing that are not discernablaulsiness segmer

(e) These amounts exclude royalty expenses of 82&0d $19,000 for the three-month periods ended Ap2007, and April 2, 2006,
respectively



Item 2. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

You should read the following discussion and arialiysconjunction with the financial statements aedompanying notes included
elsewhere in this quarterly report and in our ahmefgort on Form 10-K for the fiscal year ended &maber 31, 2006.

Special Note Regarding Forward-Looking Statements

This quarterly report on Form 10-Q includes forwblrdking statements within the meaning of the ReV@ecurities Litigation Reform
Act of 1995. All statements made in this quartedgort other than statements of historical faatiuding statements regarding our future
financial and operational performance, sourcegafdity and future liquidity needs, are forwardslong. Words such as “targets,” “expects,”
“believes,” “anticipates,” “intends,” “may,” “will, “plan,” “forecast,” “continue,” “remain,” “would; “should,” and similar expressions, are
intended to identify forward-looking statementsrward-looking statements are based on current éxfiess, and are not guarantees of
future performance and involve assumptions, rigks, uncertainties. Actual performance may diffetarially from those contained or
implied in such forward-looking statements. Riskd ancertainties that could lead to such differsramild include, among other things:
effects of changes in the economy, changes in toesapending, fluctuations in the stock marketnges affecting the Internet, online
retailing and advertising, difficulties establisgiaur brand and building a critical mass of custanthe unpredictability of future revenues
and expenses and potential fluctuations in reveandsperating results, risks related to businesthations and strategic alliances,
possible tax liabilities relating to the collectiohsales tax, consumer trends, the level of coitipet seasonality, the timing and success of
expansion efforts, changes in senior managemsiks related to systems interruptions, possible gowental regulation and the ability to
manage a growing business. These factors desdrilibis paragraph and other risks and uncertaittiascould cause our actual results to
differ significantly from management’s expectati@me discussed in the sections entitleisk Factors” in Part Il, ltem 1A of this quarterly
report and Part I, Item 1A of our annual reportframnm 10-K for the fiscal year ended December 3062% ou should not rely on a forward-
looking statement as representing our views asypiate other than the date on which we made #ieraent. We expressly disclaim any
intent or obligation to update any forward-lookstgtement after the date on which we make it.

Overview

drugstore.com, inc. is a leading online provideheélth, beauty, vision and pharmacy products. @ewe that we offer a better way
for consumers to shop for these products througiweb stores, including those located on the Irteatwww.drugstore.com,
www.beauty.com, www.visiondirect.com, www.lense@rtandwww.lensquest.com

Business Segments; Growth Stratedi®e.operate our business in four business segnmresithe-counter, or OTC, mail-order
pharmacy, local pick-up pharmacy, and vision.

» Over-the-counter (OTC)Our OTC segment includes all non-prescriptiordpats sold online through our web stores at
www.drugstore.com, www.beauty.comww.visiondirect.com, www.lensmart.camdwww.lensquest.comor over the telephone,
including nutritional supplements sold through subsidiary Custom Nutrition Services, Inc., or CN& source our OTC products
from various manufacturers and distributors. Weelvel that continued growth in this segment will elegh on our ability to offer
customers a superior shopping experience and seimiduding providing a broad selection of bascessity items and hard-to-find
specialty items, which encourages customers torrétuour websites and make repeat, replenishraedtimpulse purchases. In 2007,
we will continue to focus on improving our custosieshopping experience by enhancing our internalcetechnology and website
conversion, expanding our category offerings thiotlge introduction of our drop ship program, andkimg key investments in our
prestige Beauty.com websi

e Mail-Order Pharmacy Our mail-order pharmacy segment includes presonprugs and supplies, other than prescriptiantant
lenses, sold online through the pharmacy sectidhefirugstore.com web store or over the teleplaodedelivered to customers throt
our mail-order facility. We procure our prescriptimventory through Rite Aid Corporation as parbaf ongoing relationship. We
market to both cash-paying and insurance-covermdididuals, and we also serve as a third-party plexwof mail-order prescription
fulfillment services for pharmacy benefit managersPBMs. We sell over 5,000 prescription drugsluding many specialty drugs for
the treatment of chronic conditions such as cand®f, and multiple sclerosis, which are not carrdbrick-and-mortar pharmacies
and require special handling or service. In thgnsent, we focus our marketing efforts directly @amsumers online and through doctors
to maximize growth in our cash prescription anccggdty pharmacy business. In addition to the sélerescription drugs, we sell
advertising on our website, to monetize the moaa ttne million unique visitors per month researghirugs and other healthcare
content provided on the site. We anticipate thatioaed growth in this segment in 2007 will substdly depend on our ability to grow
prescription volumes through these efforts. Wecpdite that our decision not to participate inltdwe-margin Medicare Part D
prescription drug benefit program offered by th& Ljovernment will continue to have a negative ichpa our growth but a favorable
impact on our gross margi
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» Local Pick-Up Pharmacy. Our local pick-up pharmacy business segment dadiprescription refills sold online through the
drugstore.com web store or the Rite Aid web storevav.RiteAid.confwhich is powered by the drugstore.com web stor@yver the
telephone and picked up by customers at Rite Aicest In this segment, Rite Aid acts as our fuffdht partner. Our success in this
segment depends on our ability to leverage outioglship with Rite Aid through its marketing mediacluding Rite Aid store receipts,
weekly Rite Aid advertising circulars and e-maiilleeminders. In 2007, we anticipate that netesah the local pick-up pharmacy
segment will not be a significant source of grovethwe continue to focus the majority of our marigeefforts on our OTC segmel

» Vision. The vision segment includes contact lenses sotiigh our wholly owned subsidiary Internationasign Direct Corp. and its
subsidiaries, collectively referred to as Visiondat, through websites locatedvat/w.visiondirect.com, www.lensmart.ccand
www.lensquest.conor over the telephone at 1-800-VISIONDIRECT. Wrghase our contact lens inventory directly fromouas
manufacturers and other distributors. In 2007, reef@cusing on a strategy of balancing customeuia@@pn with net margin in order
maximize our profits, rather than focusing exclegjivon revenue growtl

RevenuesWe generate revenue primarily from product safte$ shipping fees. For the three-month period edged 1, 2007, we
reported consolidated total net sales of $109.8amjlwhich reflected a $5.7 million, or 5%, incsesover the three-month period ended
April 2, 2006. Our net sales growth was driven i0&b6 year-over-year increase in our total ordeund, to 1.5 million orders, partially
offset by a year-over-year decrease in averagsates per order to $74 compared to $77. Our reweneeefited from strong growth in our
OTC segment, which grew by 15% over the first ceranf 2006. Our revenues also benefited from year-gear growth of 9% in our local
pick-up pharmacy segment and 8% in our vision segniéese increases were partially offset by a-psar-year decrease in our mail-order
pharmacy segment of 26%.

Expenses Our operating expenses, including cost of goott, slecreased as a percentage of net sales to itOdfb threemonth perio
ended April 1, 2007, from 106% in the three-morghigd ended April 2, 2006. The decrease resultedgrily from a decrease in our overall
cost of goods sold as a percentage of net saleoyesayear, reflecting both a favorable shift ir @roduct mix and significant improvement
in OTC margins due to the success of operatingativies that we undertook to improve OTC profitapilln addition, marketing expenses
declined as a percentage of net sales to 7% &l of the conclusion of our brand campaign infttet quarter of 2006, partially offset by
increased marketing expenses resulting from ineckasder volume.

Net Loss; Cash PositionOur net loss for the three-month period endedlAp2007 decreased by 29%, or $1.5 million, toB%&illion,
compared to $5.3 million for the three-month pegodied April 2, 2006. We ended the first quarte2@d7 with $38.2 million in cash, cash
equivalents and marketable securities, compar8d®@% million at December 31, 2006, and $41.9 millat April 2, 2006. This balance
reflects the use in the first quarter of 2007 d®$BH00 to fund operating activities, $2.2 milliar tapital expenditures, and $700,000 to re
debt obligations, offset by proceeds of $663,00@nfthe exercise of employee stock options and msehunder our employee stock
purchase plan and $300,000 of borrowings undelim@iof credit.

Significant Accounting Judgments

The preparation of financial statements in confoymiith U.S. generally accepted accounting priresplor GAAP, requires estimates
and assumptions that affect the reported amourdss#ts and liabilities, revenues and expensesgtatdd disclosures of contingent assets
and liabilities in the consolidated financial stants and accompanying notes. The Securities adldaBge Commission, or SEC, has def
a company’s critical accounting policies as thesaiat are most important to the portrayal of thiagany’s financial condition and results of
operations and that require the company to makadtst difficult and subjective judgments, ofterea®sult of the need to make estimates of
matters that are inherently uncertain. Based andéfinition, we have identified the significantaanting policies and judgments addressed
below. We also have other key accounting polidies involve the use of estimates, judgments andnagons that are significant to
understanding our results. Additional informatidooat our significant accounting policies is incldda Note 1 of our consolidated financial
statements included in Part | of our annual repnrEorm 10-K for the fiscal year ended December2BD6. Although we believe that our
estimates, assumptions and judgments are reasottadjeare based on information presently availadtual results may differ significantly
from these estimates under different assumptiailggments or conditions. In addition, any significananticipated changes in any of our
assumptions could have a material adverse effeotiobusiness, financial condition and resultspdrations.

Revenue Recognition
We recognize revenues in accordance with SEC Atafdunting Bulletin No. 104Revenue Recognition.

We record revenues from sales of OTC (other thait-Wkated CNS sales, as described below), maieogharmacy, and vision
products net of promotional discounts, cancell&jaabates, and returns allowances. We recognieaue when the following revenue
recognition criteria are met: (1) persuasive evigeof an arrangement exists; (2) delivery has geduor services have been
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rendered; (3) the selling price or fee earnedxisdior determinable; and (4) collection of the lésg receivable is reasonably assured. We
generally require payment by credit card at thefpof sale. We estimate return allowances, whicluce product sales by our estimate of
expected product returns, based on our historiqaéence. Historically, product returns and diéfeces between our estimates and actual
returns have not been significant.

We recognize revenues from sales of customizedhirita sold through our fulfillment agreement with Wehen products are shipped
and title passes to the customer. In accordandebmiterging Issues Task Force Issue No. 9REporting Revenue Gross as a Principal
Versus Net as an Agent;, EITF 99-19, we record revenues generated bymbi agreement in our OTC segment on a net bastuse we
act as an agent, based on the fact that we e&achdollar amount per customer transaction regasdbf the amount billed to the customer,
and we do not bear general inventory risk assatiaith these sales. We recognize non-Weil custodnizamin sales on a gross basis, net of
promotional discounts, cancellations, rebates,rahdns allowances. Net sales in our OTC segmsntiatiude consignment service fees
earned under our agreement with General NutritiorpGration, or GNC, and agreements with other gmmient vendors, which we also
record on a net basis, because we do not takedittee inventory and do not establish pricing.

We recognize revenues from sales of prescriptiodyts ordered online or by telephone through thigstore.com web store or the
RiteAid.com web store (which is powered by the dtoge.com web store) for pick-up at a Rite Aid stancluding co-payments that Rite Aid
receives and collects on our behalf, when the ausigicks up the product. In these circumstancesyse Rite Aid as our fulfillment partner.
In accordance with EITF 99-19, we record revennesur local pick-up pharmacy segment on a grosis bascause we act as a principal,
based on the fact that, among other things, we liahrinventory risk and credit and collection redsociated with these sales.

For insured prescriptions in both our local pickama mail-order segments, the co-payment and theance reimbursement (which
together make up the amount due to drugstore.constitute the full value of the prescription drides and we receive this entire amount as
cash. We therefore recognize the entire amourganue when we ship the order to the customemntok order prescriptions) or when the
customer picks up the order (for local pick-up prggions).

From time to time, we provide incentive offers tor gustomers to encourage purchases. Such off@glmdiscounts on specific curr
purchases, or future rebates based on a percesttégge current purchase, as well as other offers ti&at discounts, when our customers
accept them, as a reduction in the sales prickeofalated transaction and we present them asammint in net sales. We treat rebates as a
reduction in the sales price based on estimatezhrption rates. We estimate redemption rates usingistorical experience for similar
offers. Historically, our redemption rates have differed materially from our estimates, which wijust quarterly.

Inventories

We value our inventories at the lower of cost (gdime weighted-average cost method) or the cugstithated market value. We
regularly review inventory quantities on hand adjlst our inventories for shrinkage and slow-moyidgmaged, and expired inventory,
which we record as the difference between the @otte inventory and the estimated market valuetham management’s assumptions about
future demand for the products we offer and macketitions. We use a variety of methods to redheeguantity of slow-moving inventory,
including reducing sales prices on our websitegptiating returns to vendors, and liquidating inwen through third parties. If our estimates
of future product demand or our assumptions abauket conditions are inaccurate, we could understabverstate the provision required
for excess and obsolete inventory. Historicallyeintory reserves have not differed materially froun estimates.

Goodwill and Other Intangible Assets

In accordance with Statement of Financial Accounftandards No. 142ccounting for Goodwill and Other Intangiblesr FAS 142,
we test for impairment of goodwill at the beginnifthe fourth quarter and whenever indicatoraygbairment occur. The first phase of the
test screens for impairment. If we determine impaint, the second phase measures the amount ofrimgrdiby comparing the fair value of
the applicable reporting unit to its carrying valMge determine fair value using either a discoutesh flow methodology or methodology
based on comparable market prices.

We review our indefinitdived intangible assets for impairment when indicatof impairment occur and annually at the begigruf the
fourth quarter. We compare the carrying value efahset to its estimated fair value and recorargrairment charge when the carrying value
of the asset exceeds the estimated fair value.

In accordance with Statement of Financial Accountandards No. 144ccounting for the Impairment or Disposal of Loniged
Assets, or FAS 144, we review the carrying values of aonortized long-lived assets, including definitestivintangible assets, whenever an
indicator of impairment occurs. When facts anduwinstances indicate that the carrying values of-loregl assets may
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be impaired, we perform an evaluation of recovéditgbiVe determine whether impairment exists basedny excess of the carrying value
over the expected future cash flows, as estimdweaitjh undiscounted cash flows, excluding intecharges. We measure any resulting
impairment charge based on the difference betweerarrying value of the asset and its fair vahisegstimated through expected future
discounted cash flows, discounted at a rate ofmeftr an alternate investment.

If our estimates of revenue growth or future cdstv$ prove to be inaccurate, we may have a futapairment of goodwill, other
intangible assets, or long-lived assets.

Stock-Based Compensation

We account for our stock-based awards under thagioas of FAS 123R, which requires measuremermbafipensation cost for all
stock-based awards at fair value on the date aftgnad recognition of compensation over the serpéréd for awards expected to vest. We
calculate the fair value of our stock options gearnio employees using the Black-Scholes optioringimodel using the single-option
approach. This fair value is then amortized orraigiit-line basis over the requisite service pegiofithe awards, which is generally the
vesting period. We base our computation of expeetéatility on our historical volatility, adjustefdr changes in capital structure and
corporate changes, information available that majciate future volatility, and observable mean reiam tendencies of historical volatility.
We compute expected life using the simplified mdthatlined by SEC Staff Accounting Bulletin No. 1&hare-Based Paymenbr SAB
107. Under this method, our expected term is efqudde sum of the weighted average vesting terra {ile original contractual term divided
by two, which results in a six-year expected taWe. base the risk-free interest rate on the impfiettl currently available on U.S. Treasury
zero-coupon issues with an equivalent remaining t8here the expected term of our stock-based angdot correspond with the terms
for which interest rates are quoted, we averageates quoted for the closest available term mizariA dividend yield of 0% is considered
appropriate as we have not issued and do not pateissuing any dividends in the near future. Westimating forfeitures, we consider
historical voluntary termination behavior in additito actual option forfeitures. In conjunction lwthis analysis, we identified distinct
subgroups: non-management employees, managemelaye®s our chief executive officer, board membensi other non-employees. We
apply an estimated forfeiture rate of approximag3%o to non-management and management employeeosipisg based on the weighted
average termination behavior of those subgroupsappdy a forfeiture rate of 0% to our chief exeeatofficer, board members, and non-
employees. If our estimated forfeiture rate changesretrospectively increase or decrease stockebesmpensation in the period of change.
Any such revisions to the estimates we use to talethe fair value of our stock-based awards cbalee a material impact on our results of
operations and financial position. See Note 5 ofaamsolidated financial statemerpck-Based Compensatipimcluded in Part I, ltem 1 «
this quarterly report.

Legal Proceedings

We are currently involved in various claims andalggroceedings. Periodically, we review the statusach significant matter and
assess our potential financial exposure. If themtm! loss from any claim or legal proceedingassidered probable and the amount can be
estimated, we accrue a liability for the estimdtss. Because of uncertainties related to thestersaticcruals are based only on the best
information available at the time. As additiondbirmation becomes available, we reassess the paltéability related to our pending claims
and legal proceedings and may revise our estimatgssuch revisions in the estimates of the po&iiibilities could have a material impact
on our future results of operations and financéifion. For a description of our material legadgedings, see Note 7 of our consolidated
financial statement€ommitments and Contingencigacluded in Part |, Item 1 of this quarterly repo
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Results of Operations

Net Sales
Three Months Ended
April 1, % April 2,
2007 Change 2006
(in thousands, except per order data)

Total net sale $109,76! 5.4% $104,10¢
Total customer orders shipp 1,477 9.6% 1,34¢
Average net sales per orc $ 74 -3.9% $ 77

Net sales include gross revenues from sales ofugta@hd related shipping fees, net of discountspaindision for sales returns, and
other allowances. Net sales also include consighsmmnice fees earned from our arrangement with GN&€other consignment vendors,
under which we do not take title to the inventong @annot establish pricing. We record on an eslmsisignment service fees, which
constitute approximately 1% of total net salesdnleperiod presented. We bill orders to the custeneeedit card or, in the case of
prescriptions covered by insurance, we bill thgpagment to the customer’s credit card and the nedeaiof the prescription price to
insurance. We record sales of pharmaceutical pteduwwered by insurance as the sum of the amoeogésved from the customer and the
third party.

The year-over-year increase in total net saleghifirst quarter resulted from a 10% increaserdeovolume, primarily driven by
growth in our OTC segment. Revenues from repedbmess increased to 82% of net sales in the firattgr of 2007, compared to 81% in
first quarter of 2006. The year-over-year decréaseerage net sales per order for the first quaegulted from a higher mix of OTC orders,
which have lower average net sales per order. Cardpa the first quarter of 2006, net sales in@UIC segment increased by $7.3 million
15%, net sales in our local pick-up pharmacy segnmereased by $2.3 million, or 9%, and net satesur vision segment increased by
$962,000, or 8%, all of which was partially offegta decrease in net sales in our mail-order pheyrsegment of $4.8 million, or 26%.

OTC Net Sales

Three Months Ended

April 1, % April 2,
2007 Change 2006
(in thousands, except per order data)
OTC net sale $56,26: 14.6% $49,00¢
Segmented net sales informati
% of total net sales from OT 51.2% 47.1%
Average net sales per or¢ $ 56 — $ 56

The year-over-year increase in et sales in our ®8@nent for the first quarter of 2007 resulted fammincrease in order volume. The
number of orders in our OTC segment grew by 15%@amillion in the first quarter of 2007, compaitedd70,000 in the first quarter of 2006,
and the average net sales per order remained temtsig $56 in both periods. The number of custoonéers includes new and repeat orders
made through the drugstore.com website and theiteslisf our subsidiaries and orders generated tfrour fulfilment agreement with
Weil. The increase in OTC order volume was drivgrinereased orders from both new and repeat custoasea result of our increasing
active customer base and our continued effortsmprave customer retention and conversion resufimgarily from website improvements
implemented in 2006.
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Mail-Order Pharmacy Net Sales

Three Months Ended

April 1, % April 2,
2007 Change 2006
(in thousands, except per order data)
Mail-order pharmacy net sal $13,47¢ -26.4% $18,30(
Segmented net sales informati
% of total net sales from m- order pharmac 12.2% 17.€%
Average net sales per or¢ $ 161 3.€% $ 15t

The year-over-year decrease in net sales in ourorder pharmacy segment for the first quarter@2resulted from a decrease in
order volume, offset by an increase in the averegesales per order. The number of orders in #gsnent decreased by 29% to 84,000 in the
first quarter of 2007, compared to 118,000 in ihst fiuarter of 2006, as a result of our decisionta participate in the low-margin Medicare
Part D prescription drug benefit program offeredtiy U.S. government. Included in net sales ofroait-order pharmacy segment in the
three-month period ended April 1, 2007 were whdéesaders to one party totaling $614,000, whiclréased our average net sales per order
by $7 in the first quarter of 2007. In additione tyear-over-year increase in average net salesrger in this segment resulted from an
increase of approximately 8% in the average praxeppescription due to higher pharmaceutical cgsigtjally offset by a decrease in the
average number of prescriptions per order.

Local Pick-up Pharmacy Net Sales

Three Months Ended

April 1, % April 2,
2007 Change 2006
(in thousands, except per order data)
Local pick-up pharmacy net sals $26,47: 9.2% $24,21:
Segmented net sales informati
% of total net sales from local p-up pharmac 24.1% 23.2%
Average net sales per or¢ $ 10t -6.2% $ 11z

The year-over-year increase in net sales in ol lpick-up pharmacy segment for the first quarfe2@07 resulted from an increase in
the number of orders in this segment in the fitgrtgr of 2007 to 251,000, compared to 217,008erfitst quarter of 2006. Orders in this
segment are driven by Rite Aid through its marlkgtimedia, including Rite Aid store receipts, weeRlfe Aid advertising circulars andrealil
refill reminders. The increase in sales was p#ytffset by a $7 year-over-year decrease in aversgj sales per order resulting from a 6%
decrease in the average number of prescriptionsrper.

Vision Net Sales

Three Months Ended

April 1, % April 2,
2007 Change 2006
(in thousands, except per order data)
Vision net sale: $13,55: 7.€% $12,59(
Segmented net sales informati
% of total net sales from visic 12.2% 12.1%
Average net sales per orc $ 96 10.2% $ 87
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The year-over-year increase in net sales in oumrvisegment for the first quarter of 2007 resuftedh the increase in the average net
sales per order, partially offset by a slight daseein order volume. The increase in the averagsates per order was driven primarily from
selling a greater proportion of higher-priced, neteehnology contact lenses, and to a lesser exaarincrease in the average number of
items per order. The number of orders in this segmecreased slightly to 141,000 in the first gelaof 2007, compared to 145,000 in the
first quarter of 2006, as a result of a decreaswders from new customers.

Customer Data

Approximately 338,000 new customers placed orderig the first quarter of 2007, increasing ouata@tustomer base to approximat
8.8 million customers since inception. Orders fr@peat customers as a percentage of total ordenesaised to 77% during the first quarter of
2007, compared to 75% during the first quarter@¥& as a result of an increase in our trailingridhith active customer base. Active
customer base includes those customers who hachased at least once within the last 12 monthsh Bt active customer base (a trailing
12-month number) and average annual spend peeaaistomer exclude net sales and orders genenataar ICNS fulfillment relationship
with Weil, and reflect only the activity of custorsenaking purchases through the web sites of doogsom and its subsidiaries. The
increase in orders from repeat customers as amgageeof total orders in the first quarter of 2@dimarily resulted from improved customer
retention and increased order frequency as a refalir initiatives implemented during 2006.

Cost of Sales and Gross Margin

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Cost of sale: $85,06: 3.9% $81,88¢
Gross margin dollar $24,70: 11.2% $22,22(
Gross margin percenta 22.5% 21.2%

Cost of sales consists primarily of the cost ofdoicds sold to our customers, including allowanceshrinkage and damaged, slow-
moving, and expired inventory, outbound and inbosimigping costs, and expenses related to promdtiov@ntory included in shipments to
customers. Payments that we receive from vendassrinection with volume purchase or rebate allowaramd payment discount terms are
netted against cost of sales.

Total cost of sales increased in absolute doltathé three-month period ended April 1, 2007, caregdo the thre@onth period ende
April 2, 2006, as a result of growth in order voliand net sales. Total gross margin percentageadsed year-over-year, primarily as a result
of a larger proportion of net sales in our OTC segtnwhich is our highest-margin segment, lowershgiping costs that we absorbed, and
our operational initiatives.

We include in net sale our revenues from shippimgyges to customers, which were $3.8 million and $dllion in the three-month
periods ended April 1, 2007, and April 2, 2006. Welude in cost of sales outbound shipping costsclvwere $5.8 million and $5.5 million
in the three-month periods ended April 1, 2007 Apdl 2, 2006. As part of our profitability initiates, in 2006, we eliminated free 3-day
shipping on orders of $99 or more, added shippimgrerges for shipments to Alaska, Hawaii, U.Srif@ies, and APO/FPO military
addresses, added a weight-based shipping surcturgalers over 20 pounds, and secured a loweractoil rate from one of our shipping
carriers. We expect to continue to subsidize aiqouf customers’ shipping costs for the foreseedilure, through certain free shipping
options, as a strategy to attract and retain custem
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OTC Cost of Sales and Gross Margin

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
OTC cost of sale $39,65! 14.%% $34,66:
Segmented cost of sales informati
OTC OTC gross margin dolla $16,61: 15.8% $14,34:
OTC gross margin percenta 29.5% 29.2%

The year-over-year increase in cost of sales in®MUEC segment in absolute dollars for the first tgranf 2007 resulted from increased
order volume and net sales. The year-over-yeae@ser in gross margin percentage for the first guaft2007 was primarily as a result of
lower per-order net shipping costs, resulting frdmanges in our shipping policies and securing laveatractual rates from our primary
shipping carrier.

Mail-Order Pharmacy Cost of Sales and Gross Margin

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Mail-order pharmacy cost of sal $11,31: -28.6% $15,84¢
Segmented cost of sales informati
Mail-order pharmacy gross margin doll; $ 2,165 -11.8% $ 2,45¢
Mail-order pharmacy gross margin percent 16.1% 13.4%

The year-over-year decrease in cost of sales imailfrorder pharmacy segment in absolute dollarghe first quarter of 2007 resulted
from a decrease in order volume and net salesy@aeover-year increase in gross margin perceritatigs segment for the first quarter of
2007 resulted from improved margins from exitingrofitable partnerships with certain PBMs and @awiew of pricing and profitability of
pharmaceutical products.

Local Pick-up Pharmacy Cost of Sales and Gross Marg

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Local pick-up pharmacy cost of sal $23,60: 9.2% $21,58¢
Segmented cost of sales informati
Local pick-up gross margin dollal $ 2,871 9.4% $ 2,62¢
Local pick-up gross margin percenta 10.8% 10.8%

The year-over-year increase in cost of sales ifanal pick-up pharmacy segment in absolute dollatke first quarter of 2007 resulted
from an increase in order volume and net sales.
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Vision Cost of Sales and Gross Margin

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Vision cost of sale $10,49¢ 7.2% $9,79:
Segmented cost of sales informati
Vision cost gross margin dolla $ 3,05¢€ 9.2% $2,797
Vision cost gross margin percente 22.€% 22.2%

The year-overear increase in cost of sales in our vision sedtpeth in absolute dollars and in terms of grossgimepercentage for tt
first quarter of 2007 was primarily as a resulaafhift in product mix to sales of higher cost, retechnology contact lenses and lower per
order net shipping costs, offset by increased ptmmal activity and a slight decline in order volem

Fulfillment and Order Processing Expenses

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Fulfillment and order processing expen $10,97¢ 7.8% $10,17:
Percentage of net sal 10.(% 9.8%

Fulfillment and order processing expenses incluagqll and related expenses for personnel engagpdrchasing, fulfillment,
distribution, and customer care activities (inchglivarehouse personnel and pharmacists engageesioription verification activities),
distribution center equipment and packaging suppper-unit fulfilment fees charged by Rite Aid farescriptions ordered through the
drugstore.com website and picked up at a Rite ficescredit card processing fees, and bad delgtresgs. These expenses also include rent
and depreciation related to equipment and fixtumesir distribution center and call center faci#ti Variable fulfilment costs represent the
incremental (variable) costs of fulfilling, process and delivering the order that are variablesblaen sales volume.

Fulfillment and order processing expenses for lthee-month period ended April 1, 2007 included $8ilfion of variable costs and
$2.8 million of fixed costs, compared to $7.6 roifliof variable costs and $2.6 million of fixed cofir the three-month period ended April 2,
2006. Variable fulfillment and order processing exges increased year-over-year primarily as atreSiricreases in order volume and per
order labor costs in our OTC segment, partiallgetffoy a decrease in order volume in our roadler pharmacy segment. Fixed fulfillment
order processing expenses increased year-ovepyiearily as a result of increase of $79,000 inrafienal costs, including work related to
the capacity assessment of our primary distributiemer, $70,000 in depreciation, and $54,000doksbased compensation expense.
Fulfillment and order processing expenses as @&ptage of net sales increased in the first quaft2007, compared to the first quarter of
2006, as a result of increases in both fixed amihbke fulfillment costs.
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Marketing and Sales Expenses

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Marketing and sales expen: $8,08¢ -9.€% $8,971
Percentage of net sal 7.4% 8.€%

Marketing and sales expenses include advertisipgreses, promotional expenditures, and payroll atedad expenses for personnel
engaged in marketing and merchandising actividelyertising expenses include our obligations undgious advertising contracts.
Advertising and promotional costs were $5.5 millaovd $6.7 million the first quarters of 2007 an@&0respectively.

The year-over-year decrease in marketing and sajf@snses both in absolute dollars and as a pegeenfaet sales for the first quarter
of 2007 was primarily due to $1.8 million in finedsts related to our brand advertising campaigiwvtieaincurred in the first quarter of 2006,
partially offset by increases in advertising andrpotional costs of $890,000 and increases in paemawsts and stock-based compensation
expense of $315,000.
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Technology and Content Expenses

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Technology and content expen: $4,71F 19.6% $3,94:
Percentage of net sal 4.2% 3.8%

Technology and content expenses consist primafibagroll and related expenses for personnel erdyagdeveloping, maintaining, a
making routine upgrades and enhancements to owitesbTechnology and content expenses also in¢hidmet access and hosting char
depreciation on hardware and IT structures, witand website content and design expenses.

The year-over-year increase in technology and comebepenses both in absolute dollars and as amage of net sales for the first
quarter of 2007 resulted primarily from increasegréciation expense of $370,000, resulting fromattruisition of software and computer
equipment related to enhancements to our IT infrakire in 2006, an increase in maintenance cekted to acquired software tools and
other operational costs of $265,000, and to a tesdent, a 6% increase in personnel costs an#-s@sed compensation expense.

General and Administrative Expenses

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
General and administrative expen $4,70¢ 9.7% $4,29¢
Percentage of net sal 4.3% 4.1%

General and administrative expenses consist offlaymd related expenses for executive and admatigé personnel, corporate facil
expenses, professional service expenses, andggtheral corporate expenses.

The year-over-year increase in general and admatiig® expenses both in absolute dollars and &s@eptage of net sales for the first
quarter of 2007 resulted primarily from an increamsstock-based compensation of $498,000, as # kfsncreased option grants and option
fair values, increased personnel costs of $369,08ding $190,000 of costs related to the departd our chief financial officer and the
search for his replacement, partially offset bylides in professional fees, insurance costs, andra@dministrative costs of $446,000.

Amortization of Intangible Assets

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Amortization of intangible asse $ 444 -16.2% $ 53C

Amortization of intangible assets includes the aimation expense associated with assets acquireoninection with our acquisitions
CNS and Acumins, Inc., and assets acquired in adimmewith our agreements with Rite Aid and GNCd anther intangible assets, including
a technology license agreement, domain names addrtrarks.

The year-over-year decrease in amortization expimdbe first quarter of 2007 resulted from ceartaitangible assets being fully
amortized in 2006.
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Interest Income and Expense

Three Months Ended

April 1, % April 2,
2007 Change 2006
($ in thousands)
Interest income, ne $ 45C 10.6% $ 407

Interest income consists of earnings on our casth equivalents and marketable securities, antesttexpense consists primarily of
interest associated with capital lease and deligatins. The year-over-year increase in net istareome for the first quarter of 2007 was a
result of higher average interest rates.

Income Taxes

There was no provision or benefit for income tafoeghe three-month periods ended April 1, 2007 Apdl 2, 2006 due to our ongoing
operating losses.

Off-Balance Sheet Transactions
We have not entered into any off-balance sheesagtions.

Liquidity and Capital Resources

We have incurred net losses of $754.1 million sinception. We believe that we will continue tounaet losses for at least the next
year, and possibly longer. From our inception thfopril 1, 2007, we have financed our operationsarily through the salof equity
securities, including common and preferred sto@ding net cash proceeds of $417.0 million.

Discussion of Cash Flows
The following table provides information regardiogr cash flows for the three-month periods endedl Ap2007 and April 2, 2006.

Three Months Ended

April 1, $ April 2,
2007 Change 2006
(in thousands)
Cash used in operating activiti $ (B0E)  $2,351 $(2,85€)
Cash (used in) provided by investing activit $(1,547)  $(2,79¢) $ 1,251
Cash provided by (used in) financing activit $ 28€ $ 62C $ (339
Net decrease in cash and cash equiva $(1,766) $ 177 $(1,939

Net cash used in operating activities for the thremnth period ended April 1, 2007 primarily refleet net loss of $3.8 million and the
use of $2.0 million in cash for operating assets labilities, partially offset by non-cash actieit of $5.3 million. Net cash used in operating
activities for the three-month period ended ApriRQ06 primarily reflects a net loss of $5.3 mitliand the use of $1.8 million in cash for
operating assets and liabilities, partially offsgt$4.3 million of non-cash activities. The yeaeoyear decrease in net cash used in operating
activities was primarily as a result of a $1.5 foilldecrease in our net loss and a $1.1 millionease in non-cash activities, primarily from
increased stock-based compensation and depreciation

Net cash used in investing activities for the thmanth period ended April 1, 2007 is primarily ditriable to the purchase of markete
securities and the acquisition of fixed assetsatfby the sales and maturities of marketable gemuMNet cash provided by investing
activities for the three-month period ended ApriRQ06 is primarily attributable to sales and mities of marketable securities, offset by
purchases of marketable securities and the acguisif fixed assets. The year-over-year increaseetrcash used in investing activities was
primarily as a result of decreased sales and niatuinf marketable securities, partially offsetébgiecrease in purchases of marketable
securities.
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Net cash provided by financing activities for these-month period ended April 1, 2007 was attribletdo proceeds received from
exercises of employee stock options and purchas#sr wur employee stock purchase plan and borr@axinger our revolving bank line of
credit, partially offset by the repayment of debligations. Net cash used in financing activitiesthe three-month period ended April 2,
2006 was attributable to payments on our debt abbgs, partially offset by proceeds received fxearcises of employee stock options and
purchases under our employee stock purchase plan.

Until required for other purposes, our cash anth eagiivalents are maintained in deposit accounksgghtly liquid investments with
remaining maturities of 90 days or less at the tirhpurchase. Our marketable securities, whichuishelcommercial paper, auction rate
securities, corporate notes and government bonegomsidered short-term as they are availabland €urrent operations.

Liquidity Sources, Requirements and Contractual @aRequirements and Commitments

Our principal sources of liquidity are our cashsitaquivalents and marketable securities. Histlyioaur principal liquidity
requirements have been to meet our working cagitdlcapital expenditure needs.

Our primary source of cash is sales made throughvebsites, for which we collect cash from creditccsettlements or insurance
reimbursements. Our primary uses of cash are pseshaf inventory, salaries, marketing expensespaathead and fixed costs. Any
projections of our future cash needs and cash flmesubject to substantial uncertainty for thsoea discussed in the sections entitlédsk
Factors” in Part Il, Item 1A of this quarterly report afrt I, ltem 1A of our annual report on Form 106K the year ended December 31,
2006.

In April 2007, we entered into an amended and tedtiman and security agreement with our existiagkb This agreement includes a
revolving line of credit allowing for borrowings ap to $10.0 million, which accrue interest at finene rate. The revolving line of credit
matures in March 2008. The agreement allows foctmerersion of up to $2.5 million of the outstargllvalance into a term loan within 60
days of maturity. As of April 1, 2007, borrowingsder the existing line of credit totaled $1.3 roiflj of which $1.0 million was converted
into a term loan under the amended and restateddiod security agreement. The term loan will be pathirty six monthly installments and
accrues interest at the prime rate plus .50%.

As of April 1, 2007, we did not have any future erél noncancelable commitments to purchase goosdsruices.

We believe that our cash and marketable secudtidsand plus our sources of cash will be sufficterfund our operations and
anticipated capital expenditures. However, anyqmtipns about our future cash needs and cash Hiosvsubject to substantial uncertainty.
a result, we may need to raise additional monidarid our operating activities or for strategicxftglity (if, for example, we decide to build a
new distribution center or pursue business or teldyy acquisitions) or if our expectations regagdiur operations and anticipated capital
expenditures change. We have assessed in theapes#ill continue to assess, opportunities foringi@dditional funds by selling equity,
equity-related or debt securities, obtaining adddi credit facilities or obtaining other meangin&ncing for strategic reasons or to further
strengthen our financial position. We cannot béaderthat additional financing will be availableus on acceptable terms when required,
all. Furthermore, if we were to raise additionaida through the issuance of securities, such se=sumay have rights, preferences, or
privileges senior to those of the rights of our coom stock and our stockholders may experienceiadditdilution.

Management Outlook

For the second quarter of fiscal year 2007, weangeting net sales in the range of $108.0 miltan$110.0 million and a net loss in the
range of $3.0 million to $4.0 million.

Item 3. Quantitative and Qualitative Disclosures About MakRisk

We have assessed our vulnerability to certain maidles, including interest rate risk associatethwmarketable securities, accounts
receivable, accounts payable, capital lease oiggtbank line of credit, and cash and cash etgrit® Due to the short-term nature of these
investments and our investment policies and pragejuwe have determined that the risk associatddimterest rate fluctuations related to
these financial instruments is not material to us.

We have interest rate exposure arising from owrfoing facilities, which have variable rates. Thesgable interest rates are affected
by changes in short-term interest rates. We maoag#terest rate exposure by maintaining a cordime debt-to-equity
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ratio. We believe that the effect, if any, of re@aily possible neaerm changes in interest rates on our financiaitipos results of operatior
and cash flows will not be material. Our financfagilities expose our net earnings to changes amtgbrm interest rates because interest
on the underlying obligations are variable. Bormoga outstanding under the variable interest-bedimagcing facilities totaled $1.2 million
at April 1, 2007, and the highest interest ratalattable to this outstanding balance was 8.75%ypail 1, 2007. A change in net earnings
resulting from a hypothetical 10% increase or desedn interest rates would not be material.

We have investment risk exposure arising from nuestments in marketable securities. As of Apr2@Q7, we had $26.6 million of
securities classified as “marketable securitiese’ Mgularly review the carrying value of our invaents and identify and record losses when
events and circumstances indicate that declindsiair value of such assets below our accouriaxis are other-than-temporary.

ltem 4. Controls and Procedure

We have performed an evaluation under the supervisnd with the participation of our managemerdiuiding our chief executive
officer, chief financial officer, and chief accoant of the effectiveness of our disclosure contanid procedures (as defined in Rules 13a-15
(e) and 15d-15(e) under the Securities Exchange\t®34, as amended, or the Exchange Act). Basdlat evaluation, our management,
including our chief executive officer, chief finaatofficer, and chief accountant concluded thatpBApril 1, 2007, our disclosure controls
and procedures were effective in ensuring thanalierial information required to be disclosed ipams filed or submitted by us under the
Exchange Act is made known to them in a timely i@sh

During the quarter ended April 1, 2007, there weseehanges in our internal controls over finanmglorting that have materially
affected, or are reasonably likely to materiallfeef, our internal controls over financial repogtin
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PART II—OTHER INFORMATION

Item 1. Legal Proceeding:

See Note 7 of our consolidated financial statemér@®mmitments and Contingencies—Legal Proceedinigsluded in Part I, Item 1
of this quarterly report, for a discussion of thaterial legal proceedings to which we are a party.

ltem 1A. Risk Factors

The risk factor disclosure included under Item ¥Awr Annual Report on Form 10-K for the fiscal yead December 31, 2006, filed
with the Securities and Exchange Commission on Maf; 2007 (the “Form 10-K”) has not materially ngad other than as set forth below.

We have a history of generating significant lossasd may never be profitable.

We have incurred net losses of $754.1 million tigrodpril 1, 2007. To date, we have not become tabfe, and we may never achieve
profitability. We expect to continue to incur nesses for at least the next year, and possiblyelorfgs a result, our stock price may decline
and investors may lose all or a part of their itwesnt in our common stock.

The information above updates and should be readnjunction with the discussion of our risk fasteontained in Item 1A of the Fo
10-K.

ltem 2. Unregistered Sales of Equity Securities and UséPobceeds
None.

Item 3. Defaults Upon Senior Securitie!
None.

Item 4. Submission of Matters to a Vote of Security Holde
None.

Item 5. Other Information.
None.
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Item 6. Exhibits
Exhibit No.  Exhibit Description
3.1 Amended and Restated Certificate of Incorporatiodrogstore.com, inc. (incorporated by referencExbibit 3.2 to
drugstore.com, in’s Registration Statement on Fori-1 filed February 9, 2000 (Registration No. -96441)).
3.1a Certificate of Designation of Series 1 Preferreac&tof drugstore.com, inc. (incorporated by refeesto Exhibit 3.1a to
drugstore.com, in’s Quarterly Report on Form -Q for the Quarter Ended July 2, 2000 (SEC File 00£-26137)).
3.2 Amended and Restated Bylaws of drugstore.comdated January 7, 2005 (incorporated by referen&xiibit 3.2 to
drugstore.com in’s Annual Report on Form -K for the Fiscal Year Ended January 1, 2006 (SHE Ro. 00(-26137)).
10.1 Transition and Separation Agreement between drugstum, inc. and Robert A. Barton dated Januan2807 (incorporated by
reference to Exhibit 10.1 to drugstore.com,’s Current Report on Forn-K dated January 30, 2007 (SEC File No.-26137)).
31.1 Certification of Dawn G. Lepore, President, ChigkEutive Officer and Chairman of the Board of dtogs.com, inc., pursuant to
Section 302 of the Sarbal-Oxley Act of 2002
31.2 Certification of Robert P. Potter, Vice Presidehjef Accountant of drugstore.com, inc., pursuarSéction 302 of the Sarbanes-
Oxley Act of 2002
32.1 Certification of Dawn G. Lepore, President, ChigkEutive Officer and Chairman of the Board of dtogs.com, inc., pursuant to
18 U.S.C. Section 1350, as adopted pursuant tacBea®6 of the Sarban-Oxley Act of 2002
32.2 Certification of Robert P. Potter, Vice Preside®hjef Accountant of drugstore.com, inc., pursuart& U.S.C. Section 1350, as

adopted pursuant to Section 906 of the Sart-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

DRUGSTORE.COM, INC. (Registrar

By: /s/ Robert P. Potter
Robert P. Potter
Vice President, Chief Accountant
(Chief Accounting Officet

Date: May 9, 2007
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Exhibit 31.1

CERTIFICATIONS

I, Dawn G. Lepore, certify that:

1. | have reviewed this quarterly report on Forn-Q of the registrant, drugstore.com, ir
2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip
c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant
d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affetie registrant’s internal control
over financial reporting; an
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrée’s auditors and the audit committee of the regit's board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cortver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
May 9, 2007

/sl Dawn G. Lepore
President, Chief Executive Officer and
Chairman of the Boar




Exhibit 31.2

CERTIFICATIONS

I, Robert P. Potter, certify that:

1. | have reviewed this quarterly report on Forn-Q of the registrant, drugstore.com, ir
2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo
3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip
c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant
d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affetie registrant’s internal control
over financial reporting; an
5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrée’s auditors and the audit committee of the regit's board of directors
a) All significant deficiencies and material weakses in the design or operation of internal cortver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an
b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin
May 9, 2007

/s/ Robert P. Potter
Vice President, Chief Accounta




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of drugstoom, inc. (the “Company”) for the period endingt@er 1, 2006, as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), I, Dawn G. Lepore, President,i€hexecutive Officer and Chairman
of the Board of the Company, certify, pursuant@dLS.C. § 1350, as adopted pursuant to §906 db#inbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

/sl Dawn G. Lepore
President, Chief Executive Officer and Chairmaithef
Board

May 9, 2007

A signed original of this written statement reqdil®y Section 906 has been provided to drugstore.gmmand will be retained by
drugstore.com, inc. and furnished to the Securities Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of drugstoom, inc. (the “Company”) for the period endingt@er 1, 2006, as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), I, Robert P. Potter, Vice Presid and Chief Accountant, of the
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to 8906 of the Sarbanes-Oxleyp#2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

/s/ Robert P. Potter
Vice President, Chief Accounta

May 9, 2007

A signed original of this written statement reqdil®y Section 906 has been provided to drugstore.gmmand will be retained by
drugstore.com, inc. and furnished to the Securéies Exchange Commission or its staff upon req



