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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended November 1, 2002

Commission file number 001-11421

DOLLAR GENERAL CORPORATION

(Exact name of registrant as specified in its @rart

Tennessee 61-0502302

(State or other jurisdiction of incorporation (I.LR.S. Employer Identification Number)
or organization)

100 Mission Ridge
Goodlettsville, Tennessee 37072 (615) 855-4000

(Address of principal executive offices, zip code) (Registrant's telephone number, including area co de)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the past@gs. Yes [X] No [].

Indicate by check mark whether the registrant iaaselerated filer (as defined in Rule 12b-2 offtxehange Act). Yes [X] No [ ].

The number of shares of common stock outstandird Bl®vember 15, 2002 was 333,298,0
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Iltem 1. Financial Statements

DOLLAR GENERAL COR
Condensed Conso
(Int

ASSETS

Current assets:
Cash and cash equivalents ...................
Merchandise inventories ....................
Deferred income taxes ..........cccccvvveeen
Other current assets .........ccccvvvvvenees

Total current assets ............

Property and equipment, at cost .............
Less accumulated depreciation and amortizatio

Net property and equipment ......
Other assets .......cccccevveveveeiinenenn.

Total assets .........cccuveeeen.
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Current portion of long-term obligations ....
Accounts payable ...........cccccveverennn.
Accrued expenses and other ..................
Litigation settlement payable ...............

Total current liabilities .......

Long-term obligations .............ccccvveveeenns
Deferred income taxes

Shareholders' equity:
Preferred stock .........ccccceevivineeenne
Common stock ............
Additional paid-in capital ..................
Retained earnings .........ccccoecveeeennes
Accumulated other comprehensive loss ........

Less other shareholders' equity .............
Total shareholders' equity ......

Total liabilities and shareholder

Part I. - Financial Information

PORATION AND SUBSIDIARIES
lidated Balance Sheets
housands)

(Unaudited)
November 1, 2002 February

...................... $ 37,1001 $ 261
...................... 1,249,120 1,131
...................... 43,095 105
...................... 61,077 58
...................... 1,390,393 1,556
1,581,427 1,473
581,162 484
...................... 1,000,265 988
...................... 20,506 7
...................... $2,411,164 $2,552
...................... $ 15834 $ 395
410,426 322
...................... 246,815 253
...................... 200 162
...................... 673,275 1,133
502,498 339
45,040 37
166,691 166
313,023 301
714,800 579
...................... (1,382) @3
1,193,132 1,044
...................... 2,781 2
...................... 1,190,351 1,041
S' eqUtY v $2,411,164  $2,552

See notes to condensed consolidated financiahséss

1, 2002

,693
778

,915

423

,385
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,385



DOLLAR GENERAL CORPORATION AND S UBSIDIARIES
Condensed Consolidated Statements of | ncome (Unaudited)
(Amounts in thousands except per s hare amounts)

13 Weeks Ended

November 1, 2002 % of Net Sales November 2, 2001 % of Net Sales

Net sales .....cccovvvveriieieiiiee e $ 1,497,702 100.0% $1,309,12 5 100.0%
Cost of goods sold .........cccevvivveennnen. 1,069,119 71.4 927,94 4 70.9

Gross profit .......ccceeeveeveeennns 428,583 28.6 381,18 1 29.1
Selling, general and administrative expenses... 335,152 22.4 295,10 3 225
Litigation settlement and related proceeds ... (25,041) 1.7) - - -

Operating profit .........c.ccceeenne 118,472 7.9 86,07 8 6.6
Interest expense, Net .........cccceeeeeernne 11,537 0.8 11,48 0 0.9

Income before income taxes ........... 106,935 71 74,59 8 5.7
Provision for taxes on income ................. 38,365 2.6 27,86 1 2.1

Netincome ........ccocvvvvvvveenns $ 68,570 4.6% $ 46,73 7 3.6%
Earnings per share:

BasiC ....coovevieiiiecie e $ 021 $ 0.1 4

Diluted .....ccvveiiieiiiieees $ 0.20 $ 01 4
Weighted average shares:

BaSiC ..veeeviiiieiiiee e, 333,227 332,49 1

Diluted .....ccveeiiiieeiiieees 334,970 334,85 7
Dividends per share .........cccccceevveennen. $ .032 $ .03 2

See notes to condensed consolidated financiahsémes.



DOLLAR GENERAL CORPORATION AND S
Condensed Consolidated Statements of |
(Amounts in thousands except per s

Net sales .......cccovevniniiiiiiicien,
Cost of goods Sold .........ccccevveiviiiieiinnns

Gross profit .......cceeveeeeiieenieenns

Selling, general and administrative expenses
Litigation settlement and related proceeds
Operating profit
Interest expense, net
Income before income taxes

Provision for taxes on income

Net income

Earnings per share:

BaSiC ..ovviviiici e
Diluted ......ooovvriiiiiciies

Weighted average shares:

See notes to condensed consolidated financiahstats.

UBSIDIARIES

ncome (Unaudited)

hare amounts)

39 Weeks Ended

November 1, 2002

% of Net Sales November 2,

$ 4,340,841 100.0%  $3,736,88
3,144,539 72.4 2,702,99
1,196,302 276 1,033,88
946,123 218 823,16
(29,541) (0.7) -
279,720 6.4 210,72
33,306 0.8 35,03
246,414 5.7 175,69
89,554 2.1 65,62

$ 156,860 36% $ 110,07

$ 047 $ 03

$ 047 $ 03
332,986 332,13
335,180 335,14

$  .096 $ .09

w

(2]

©

[«2]

100.0%
72.3



DOLLAR GENERAL CORPORATION AND S UBSIDIARIES
Condensed Consolidated Statements of Cas h Flows (Unaudited)
(In thousands)

39 Weeks Ended
November 1, November 2,
2002 2001
Cash flows from operating activities:
Net income $ 156,860 $110,070
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization 102,302 92,104
Deferred income taxes 68,424 (5,795)
Tax benefit from stock option exer cises 2,278 5,243
Litigation settlement (161,800) -
Change in operating assets and lia bilities:
Merchandise inventories (118,097)  (236,980)
Other current assets (2,774) (3,732)
Accounts payable 87,963 84,581
Accrued expenses and other 6,968 (1,195)
Other (14,124) (2,549)
Net cash provided by op erating activities 128,000 41,747
Cash flows from investing activities:
Purchase of property and equipment (104,727)  (100,184)
Proceeds from sale of property and equipment 379 230
Net cash used in invest ing activities (104,348) (99,954)
Cash flows from financing activities:
Net borrowings under revolving credit facilit ies 168,400 -
Repayments of long-term obligations (393,378) (8,925)
Payments of cash dividends (31,972) (31,910)
Proceeds from exercise of stock options 4,844 11,557
Other financing activities 4,030 (6)
Net cash used in finan cing activities (248,076) (29,284)
Net decrease in cash and cash equivalents (224,424) (87,491)
Cash and cash equivalents, beginning of period 261,525 162,310
Cash and cash equivalents, end of period $ 37,101 $ 74,819
Supplemental schedule of noncash investing and fina ncing
activities -
Purchase of property and equipment under capital le ase obligations $ 8,134 $ 17,393

See notes to condensed consolidated financiahstatks.



DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatemanfUnaudited)
1. Basis of presentation and accounting policies
Basis of presentation

The accompanying unaudited condensed consolidetaddial statements of Dollar General Corporatitve (Company") have been prepared
in accordance with generally accepted accountiimgipies for interim financial information and goeesented in accordance with the
requirements of Form 10-Q and Rule 10-01 of Re@nias-X. Such financial statements consequentlpatanclude all of the disclosures
normally required by generally accepted accounpirigciples or those normally made in the CompaAysual Report on Form 10-K.
Accordingly, the reader of this Quarterly ReportFmrm 10-Q should refer to the Company's Annuald®epn Form 10-K for the year ended
February 1, 2002 for additional information.

The accompanying condensed consolidated finanitdraents have been prepared in accordance witBdhmany's customary accounting
practices and have not been audited. In managesmagitiion, all adjustments (which are of a normeglurring nature) necessary for a fair
presentation of the consolidated financial positiod results of operations for the 13-week and 88lwperiods ended November 1, 2002 and
November 2, 2001 have been me

Certain prior year amounts have been reclassifieatform to the current period presentation. Omg@stimates of inventory shrinkage and
markdowns are included in the interim cost of gosalsl calculation. Because the Company's busisaes®derately seasonal, the results for
interim periods are not necessarily indicativehaf tesults to be expected for the entire year.

Accounting pronouncements

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued Statement of Financial AccoogtStandards ("SFAS") No. 141,
"Business Combinations," and SFAS No. 142, "Goddavid Other Intangible Assets." Under the new ruje®dwill and indefinite lived
intangible assets are no longer amortized butearewed annually for impairment. Separable intalegdssets that are not deemed to have an
indefinite life will continue to be amortized ovireir useful lives. The Company began to applyrtée accounting rules on February 2, 2(
The adoption of SFAS No. 141 has not had a matenaéct on the Company's financial position or hssof operations.

The Company completed the transitional goodwill @inment reviews required by SFAS No. 142 duringgbeond quarter of 2002. In
performing the impairment



review, the Company reviewed the operating perfoiceaf its retail operations. This review did nadicate any impairment of goodwill,
which equaled $2.3 million as of November 1, 2002 adoption of SFAS No. 142 has not had a mateniahct on the Company's financial
position or results of operations.

The FASB issued SFAS No. 143, "Accounting for A®Retirement Obligations,” in June 2001. SFAS N@& agplies to legal obligations
associated with the retirement of certain tangihg-lived assets. This statement is effectivefitmal years beginning after June 15, 2002.
Accordingly, the Company will adopt this statementFebruary 1, 2003. The Company believes the aiopt SFAS No. 143 will not have
material impact on the Company's financial positiomesults of operations.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Long-LivAdsets." SFAS No. 144 is
effective for fiscal years beginning after Decemb®y 2001, and interim periods within those figgsdrs. The Company adopted this
statement on February 2, 2002. It supersedes SFA3 A, "Accounting for the Impairment of Long-Li/&ssets and for Long-Lived Assets
to be Disposed Of." The adoption of SFAS No. 14¢ et had a material impact on the Company's fiahposition or results of operations.

In April 2002, the FASB issued SFAS No. 145 "Resiois of FASB Statements No. 4, 44, and 64, AmendrmERASB Statement No. 13,
and Technical Corrections." SFAS No. 145 rescirath ISFAS Statement No. 4, "Reporting Gains and éo§®m Extinguishment of Debt,"
and the amendment to SFAS No. 4, SFAS No. 64, igyishments of Debt Made to Satisfy Sinking-FunduRements." The Company will
adopt the provisions of SFAS No. 145 on Februa30D3 and believes the adoption of SFAS No. 14bneil have a material effect on the
Company's financial position or results of openagio

In July 2002, the FASB issued SFAS No. 146, "Actmgnfor Costs Associated with Exit or Disposal iities.” SFAS No. 146 nullifies
EITF Issue No. 94-3, "Liability Recognition for Gain Employee Termination Benefits and Other CasExit an Activity (including Certain
Costs Incurred in a Restructuring)." SFAS No. ld@uires that a liability for a cost associated withexit or disposal activity be recognized
when the liability is incurred, whereas EITF No-®4#ad recognized the liability at the commitmeatedto an exit plan. The Company is
required to adopt the provisions of SFAS No. 146aive for exit or disposal activities initiatefter December 31, 2002. The Company
believes the adoption of SFAS No. 146 will not hawmaterial impact on its financial position oruks of operations.
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2. Comprehensive income
Comprehensive income consists of the followingtlimusands):

13 Weeks Ended

November 1, 2002 November 2, 2001

Net income $68,570 $46,737
Net change in derivative financial instruments 630 (508)
$69,200 $46,229

39 Weeks Ended

November 1, 2002 November 2, 2001

Net income $156,860 $110,070
Net change in derivative financial instruments 1,846 (3,552)
$158,706 $106,518

3. Debt refinancing

At May 3, 2002, the Company had $383 million outgiag under two synthetic lease facilities (theriBwetic Lease Facilities"), one with
$212 million in outstanding capital leases anddtieer with $171 million in outstanding capital leasAs of such date, the Company also had
a $175 million revolving credit agreement (the "@ckdit Facility"), under which no amounts werestanhding. The Synthetic Lease
Facilities were scheduled to mature and the Oldli€Fecility was scheduled to expire in Septemi@92

On June 21, 2002, the Company closed on its preli@announced $450 million revolving credit fagil{the "New Credit Facilities"),
pursuant to which SunTrust Bank is serving as Adstriative Agent, Credit Suisse First Boston is @ymdication Agent and KeyBank N.A.
and U.S. Bank N.A. are Co-Documentation Agents. Chmpany used the New Credit Facilities (i) to aggl the Old Credit Facility, (ii) to
refinance the Synthetic Lease Facilities and f@i)working capital and other general corporateppses. The New Credit Facilities are split
between a $300 million three-year revolving créaiility, and a $150 million 364lay revolving credit facility. The Company pay<seirgst or
funds borrowed under the New Credit Facilitiesaaies that are subject to change based upon thg @ftthe Company's senior debt by
independent agencies. The Company has two intextesbptions, base rate (which is usually equatime rate) and LIBOR. At the
Company's current ratings, the facility fees aré ®asis points and 32.5 basis points on the twititfas, respectively. The all-in drawn
margin under the LIBOR option is LIBOR plus 237&sls points on both facilities. The all-in
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drawn margin under the base rate option is the kzselus 125 basis points and the base ratel@lidasis points on the two facilities,
respectively. The New Credit Facilities are coltateed by the same real estate assets that sasvedllateral for the Synthetic Lease
Facilities: approximately 400 of the Company'sitetimres, its headquarters and two of its distidrucenters. As of November 1, 2002, the
Company had $168.4 million outstanding under thes Igeedit Facilities, at a rate of 3.8%.

4. Commitments and Contingencies

On April 30, 2001, the Company announced thatdt become aware of certain accounting issues thaldw@ause it to restate its audited
financial statements for fiscal years 1999 and 1988 to restate the unaudited financial informmafar fiscal year 2000 that had been
previously released by the Company. The Compangesjuently restated such financial statements aaddial information by means of its
Form 10-K for the fiscal year ended February 2,122@thich was filed on January 14, 2002.

The Securities and Exchange Commission is condyatininvestigation into the circumstances that gaeeto the Company's April 30, 2001
announcement. The Company is cooperating withitlisstigation by providing documents and other finfation to the Securities and
Exchange Commission. At this time, the Companynighle to predict the outcome of this investigagon the ultimate effects on the
Company.

As previously discussed in the Company's perioghorts filed with the Securities and Exchange Cossion, six purported shareholder
derivative lawsuits related to the restatement itae in Tennessee State Court against certairentiand former Company directors and
officers and Deloitte & Touche LLP, the Compangmier independent accountant. The Company was nasiachominal defendant in the
actions, which sought restitution and/or compengadad punitive damages with interest, equitab&@ninjunctive relief, costs and such
further relief as the court deemed proper. Amomgiothings, the plaintiffs alleged that certainrent and former Company directors and
officers breached their fiduciary duties to the @amy and that Deloitte & Touche aided and abetiedd breaches and was negligent in its
service as the Company's independent accountant.

Two purported shareholder derivative lawsuits eglab the restatement also were filed and congelidia the United States District Court
the Middle District of Tennessee against certaimesu and former Company directors and officersgifig that they breached their fiduciary
duties to the Company. The Company was named ammal defendant in these actions, which soughtadaory relief, compensatory and
punitive damages, costs and such further reli¢fi@sourt deemed proper.

The Company and the individual defendants reachssdtiement agreement with the plaintiffs in thed@ ennessee state shareholder
derivative action. The agreement included a payrteetite Company from a portion of the proceeddhief@ompany's director and officer
liability insurance policies as well as certaingmmate governance



and internal control enhancements. The terms df ageeement required that all of the derivativeesasicluding the federal derivative cases
described above, be dismissed with prejudice bydhets in which they were pending in order for skeétlement to be effective. Following
confirmatory discovery, the settlement agreemecgived final approval by the Tennessee State Goudune 4, 2002. On July 5, 2002, the
lead plaintiff in the federal derivative case apgpdahe approval of the settlement in the statévdtve cases to the Court of Appeals of
Tennessee. The Court of Appeals of Tennessee bgrQaded July 22, 2002 dismissed such appeal. 8derdl lead plaintiff's right to appeal
this dismissal expired on September 20, 2002 amdeitheral derivative action was dismissed on SelpéerB, 2002.

The settlement of the shareholder derivative laisseisulted in a net payment to the Company, afterneys' fees payable to the plaintiffs'
counsel, of approximately $25.2 million in the thguarter of 2002, which payment is reflected m @ompany's condensed consolidated
financial statements.

Also as previously discussed in the Company's darieports filed with the Securities and Excha@genmission, the Company has settled
the consolidated restatement-related class adtemhif the United States District Court for theddie District of Tennessee on behalf of a
class of persons who purchased or otherwise maderastment decision regarding the Company's séesiand related derivative securities
between March 5, 1997 and January 14, 2002. Th2 #ilion settlement was approved by the court cayN4, 2002. The Company
received from its insurers $4.5 million in respetsuch settlement in July 2002. In connection whith settlement, plaintiffs representing
fewer than 1% of the shares traded during the glassd chose to opt out of the class settlemeditnaaly elect to pursue recovery against the
Company individually. The Company has reached aeeagent in principle to settle potential claimsdmg such plaintiff and has recognized
an expense of $0.2 million in respect of such agere. The Company anticipates finalizing this setiént agreement in the fourth quarter of
2002. There can be no assurance, however, thatsgiekment will be finalized during this time pelriar on these terms. No other litigation
has yet been filed or threatened by parties whedptit of the class action settlement. The Companyot predict whether any additional
litigation will be filed or estimate the potentiabilities associated with such litigation, butlites not believe that the resolution of any such
litigation will have a material effect on the Conmga financial position.

In July of 2002 the Company filed amended tax rezdor 1998 and 1999. In October of 2002 the Comyi¢éed its tax returns for 2000 and
2001. In total, the Company requested approxim#&28.2 million in refunds relating to these fouay® In November of 2002 the Company
received approximately $19.5 million of the antatigd refund. The Internal Revenue Service is ctlyrennducting a normal examination of
the income tax returns from 1998 and 1999. Theltesiithe



examination, and any other issues discussed watlhRB in the course of the examination, may reawddditional tax liability to the
Company.

5. Stock incentive plans

The Company has established stock incentive pladsruvhich restricted stock awards and stock opttorpurchase common stock may be
granted to executive officers, directors and kepleyees.

All stock options granted in 2002, 2001 and 2008aurthe 1998 Stock Incentive Plan, the 1995 Em@®tack Incentive Plan, the 1993
Employee Stock Incentive Plan and the 1995 Ouidectors Stock Option Plan, were non-qualifieccktoptions issued at a price equal to
the fair market value of the Company's common stckhe date of grant. Non-qualified options grdniader these plans have expiration
dates no later than 10 years following the datgraht.

Under the plans, stock option grants have been rakiey management employees ranging from execoffi@ers to store managers and
assistant store managers, as well as other emploge@rescribed prior to June 3, 2002 by the Gatpd>overnance and Compensation
Committee of the Company's Board of Directors anthfsuch date by the Board's newly formed Compens&ommittee, in each case ug
final approval by the Board. The number of optigrented and the vesting schedules of those optiendirectly linked to the employee's
performance, Company performance or employee tedepending on the employee's position within thenGany.

The plans also provide for annual stock option grém non-employee directors according to a noordi®nary formula. The number of
shares granted is dependent upon current direstopensation levels and the fair market value ofstbek on the grant date.

The Company applies Accounting Principles Boardn@wi No. 25, "Accounting For Stock Issued to Empgley"' ("APB 25") and related
interpretations in accounting for its plans. Untlés intrinsic-value based method of accountingnpensation expense is generally not
recognized for stock option grants in which thereise price of the stock options equals the mapkiee of the underlying stock on the dat
grant and the number of shares subject to exeifbeed. Had compensation cost for the Compartgsksbased compensation plans been
determined based on the fair value at the gramt fdatawards under these plans consistent witimtsidnodology prescribed under SFAS No.
123, "Accounting for Stock Based Compensation,"imedme and earnings per share would have beereddo the pro forma amounts
indicated in the following table:
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(Amounts in thousands except 13 Weeks 39 Weeks

per share data) Ended Ended
November 1, November 1, Fiscal Year Fiscal Year
2002 2002 2001 2000

Net income - as reported $ 68570 $ 156,860 $ 207,513 $ 70,642
Net income - pro forma $ 64,676 $ 143,900 $ 196,052 $ 50,805
Earnings per share - as reported

Basic $ 021 $ 047 $ 0.63 $ 021

Diluted $ 020 $ 047 $ 0.62 $ 021
Earnings per share - pro forma

Basic $ 019 $ 043 $ 0.59 $ 0.15

Diluted $ 019 $ 043 $ 0.59 $ 0.15

Earnings per share have been adjusted to giveative effect to all common stock splits.

The pro forma effects on net income for 2002, 280d 2000 are not necessarily representative girthéorma effect on net income in future
years because they do not take into consideratmfiopma compensation expense related to grante ipadr to 1995. The average per st
fair value of options granted during 2002, 2001 2660 was $6.85, $6.77 and $10.76, respectively.

The fair value of each stock option grant is estadan the date of grant using the Black-Scholé®opricing model with the following
assumptions:

2002 2001 2000
Expected dividend yield 0.8% 0.8% 0.7%
Expected stock price volatility 35.5% 35.3% 49.0%
Weighted average risk-free interest rate  5.3% 4.8% 6.2%
Expected life of options (years) 6.6 6.0 6.8

The Black-Scholes option model was developed ferimgestimating the fair value of traded optionkjal have no vesting restrictions and
are fully transferable. In addition, option valwatimodels require the input of highly subjectivewamptions including the expected stock
volatility. Because the Company's employee stodloop have characteristics significantly differémaim those of traded options, and because
changes in the subjective input assumptions carmally affect the fair value estimate, in managatiseopinion, the existing models do not
necessarily provide a reliable single measure efdir value of its employee and director stockany.

6. Related party transactions

In July and August of 2002, Cal Turner, the Compa@hairman and then Chief Executive Officer, maalentary payments to the Compe
totaling approximately $6.8 million in cash. Of kuamount, approximately $6.0 million representedthlue on
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April 10, 2002 of stock Mr. Turner acquired on Apti 1999 and April 20, 2000 upon the exercisetoéls options (net of the strike price of
such options), which stock Mr. Turner continueswm, and approximately $0.8 million representedvéieie of performance-based bonuses
received by Mr. Turner in April 1999 and April 2Q0@r. Turner voluntarily paid such amounts to thengpany because the options vested
and the performance bonuses were paid based arpearice measures that were attained under the Gyfspaiginally reported financial
results for the period covered by the Company®tement. Those measures would not have beenettaimder the subsequently restated
results. The Company recorded the approximately 88llion receipt as a contribution of capital, whiwas recorded as an increase in
additional paid-in capital in the condensed comlstéd balance sheet as of November 1, 2002. Thep@wonrecorded the approximately $0.8
million receipt as a reduction of selling, genematl administrative expenses during the third quaft2002.

7. Segment reporting

The Company manages its business on the basisakportable segment. As of November 1, 2002 ancgeiber 2, 2001, all of the
Company's operations were located within the Un8tdes. The following data is presented in accardavith SFAS No. 131, "Disclosures
about Segments of an Enterprise and Related InfamaThe following amounts are in thousands:

13 Weeks Ended

November 1, 2002 November 2, 20 01
Sales by category:

Highly consumable..............cc.......... .. $ 959,873 $ 796,271
Hardware and seasonal...................... 196,213 185,028
Basic clothing..........cccoccoveeennnnes 154,366 148,617
Home products.........cccceeeviveieennne 187,250 179,209

$ 1,497,702 $ 1,309,125

39 Weeks Ended
November 1, 2002 November 2, 20 01

Sales by category:

Highly consumable..............cc.......... .. $ 2,703,617 $ 2,255,342
Hardware and seasonal...................... 627,303 538,913
Basic clothing..........cccoccveeennnns 443,287 410,448
Home products..............ooecvvvvennnns 566,634 532,180

$ 4,340,841 $ 3,736,883



8. Guarantor subsidiaries

All of the Company's subsidiaries, except for ib-for-profit subsidiary whose assets and revemuesiot material, (the "Guarantors”) have
fully and unconditionally guaranteed on a joint &egteral basis the Company's obligations undeaicesutstanding notes payable. Each of
the Guarantors is a direct or indirect wholly-owrsedbsidiary of the Company. In order to participegea subsidiary guarantor on certain of
the Company's financing arrangements, a subsidiattye Company has entered into a letter agreemiéimtcertain state regulatory agencies
to maintain stockholders' equity of at least $250ian.

Condensed combined financial information for theaamtors is set forth below. Dollar amounts aréhgusands.
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November 1, 2 002

DOLLAR
BALANCE SHEET DATA: GENERAL GUARANTOR CONSOLIDATED
ASSETS CORPORATION SUBSIDIARIES EL IMINATIONS TOTAL
Current assets:
Cash and cash equivalents $ (6,350) $ 43,451 $ -- $ 37,101
Merchandise inventories - 1,249,120 -- 1,249,120
Deferred income taxes 8,634 34,461 -- 43,095
Other current assets 41,307 1,051,827 ( 1,032,057) 61,077
Total current assets 43,591 2,378,859 ( 1,032,057) 1,390,393
Property and equipment, at cost 165,791 1,415,636 - 1,581,427
Less accumulated depreciation
and amortization 62,030 519,132 - 581,162
Net property and equipment 103,761 896,504 -- 1,000,265
Other assets 2,648,841 38,908 ( 2,667,243) 20,506
Total assets $2,796,193 $3,314,27 $( 3,699,300) $2,411,164
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations $ 8,079 $ 7,755 $ - $ 15,834
Accounts payable 1,140,695 301,788 ( 1,032,057) 410,426
Accrued expenses and other 35,013 211,802 -- 246,815
Litigation settlement payable 200 - -- 200
Total current liabilities 1,183,987 521,345 ( 1,032,057) 673,275
Long-term obligations 420,204 905,617 (823,323) 502,498
Deferred income taxes 1,651 43,389 -- 45,040
Shareholders' equity:
Preferred stock - - -- -
Common stock 166,691 23,853 (23,853) 166,691
Additional paid-in capital 313,023 1,247,279 ( 1,247,279) 313,023
Retained earnings 714,800 572,788 (572,788) 714,800
Accumulated other comprehensive
loss (1,382) - - (1,382)
1,193,132 1,843,920 ( 1,843,920) 1,193,132
Less other shareholders' equity 2,781 - - 2,781
Total shareholders' equity 1,190,351 1,843,920 ( 1,843,920) 1,190,351
Total liabilities and shareholders' equity $ 2,796,193 $ 3,314,271 $( 3,699,300) $2,411,164
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BALANCE SHEET DATA:
ASSETS

Current assets:
Cash and cash equivalents
Merchandise inventories
Deferred income taxes
Other current assets
Total current assets
Property and equipment, at cost
Less accumulated depreciation
and amortization
Net property and equipment

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Current portion of long-term obligations
Accounts payable
Accrued expenses and other
Litigation settlement payable

Total current liabilities
Long-term obligations
Deferred income taxes
Shareholders' equity:
Preferred stock
Common stock
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Less other shareholders' equity

Total shareholders' equity

Total liabilities and shareholders' equity

February 1, 200

DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES
$ 217,539 $ 43,986 $
- 1,131,023
79,203 25,888
15,406 913,082
312,148 2,113,979
158,347 1,315,346
51,832 432,946
106,515 882,400
2,079,572 2,022 (
$ 2,498,235 $2,998,40 $(
$ 65,682 $ 329,993 $
944,830 247,713
76,526 176,887
162,000 -
1,249,038 754,593
200,460 830,881
7,019 30,627
166,359 23,853
301,848 929,680
579,265 428,767
(3,228) -
1,044,244 1,382,300 (
2,526 -
1,041,718 1,382,300 (
$ 2,498,235 $2,998,40 $(

2
CONSOLIDATED

IMINATIONS TOTAL

- $ 261525

- 1,131,023

- 105,091
(870,080) 58,408
(870,080) 1,556,047

- 1,473,693

- 484,778

- 988,915
2,074,171) 7,423
2,944,251) $ 2,552,385

- $ 395675
(870,080) 322,463

- 253,413

- 162,000
(870,080) 1,133,551
(691,871) 339,470

- 37,646
(23,853) 166,359
(929,680) 301,848
(428,767) 579,265

- (3,228)
1,382,300) 1,044,244

- 2,526
1,382,300) 1,041,718
2,944,251) $ 2,552,385




STATEMENTS OF INCOME DATA:
Net sales
Cost of goods sold

Gross profit
Selling, general and administrative expenses
Litigation settlement and related proceeds

Operating profit
Interest expense, net

Income before income taxes
Provision for taxes on income
Equity in subsidiaries' earnings, net

Net income

STATEMENTS OF INCOME DATA:
Net sales
Cost of goods sold

Gross profit
Selling, general and administrative expenses

Operating profit
Interest expense, net

Income before income taxes
Provision for taxes on income
Equity in subsidiaries' earnings, net

Net income

13 Weeks En

November 1,
DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES EL
$ 34,739 $1,497,702 $(
- 1,069,119
34,739 428,583 (
26,863 343,028 (
(25,041) -
32,917 85,555
8,389 3,148
24,528 82,407
9,658 28,707
53,700 -
$ 68,570 $ 53,700 $(
13 Weeks Ended
November 2, 200
DOLLAR
GENERAL GUARANTOR

CORPORATION SUBSIDIARIES EL

$1,309,125
927,944
381,181
298,770
82,411
9,210

73,201
27,340

16

$(4

4
(4

CONSOLIDATED

IMINATIONS TOTAL

34,739) $ 1,497,702
- 1,069,119
34,739) 428,583
34,739) 335,152
- (25,041)

- 118,472

- 11,537

- 106,935

- 38,365
53,700) -
53,700) $ 68,570
1

CONSOLIDATED

IMINATIONS TOTAL

$1,309,125
927,944

381,181
295,103

$ 46,737




STATEMENTS OF INCOME DATA:
Net sales
Cost of goods sold

Gross profit
Selling, general and administrative expenses
Litigation settlement and related proceeds

Operating profit
Interest expense, net

Income before income taxes
Provision for taxes on income
Equity in subsidiaries' earnings, net

Net income

STATEMENTS OF INCOME DATA:
Net sales

Cost of goods sold

Gross profit

Selling, general and administrative expenses

Operating profit
Interest expense, net

Income before income taxes
Provision for taxes on income
Equity in subsidiaries' earnings, net

Net income

39 Weeks Ended

November 1, 200

DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES
$ 96,590 $4,340,841 $
- 3,144,539
96,590 1,196,302
84,984 957,729
(29,541) -
41,147 238,573
19,939 13,367
21,208 225,206
8,369 81,185
144,021 - (
$ 156,860 $ 144,021 $(
39 Weeks Ended
November 2, 200
DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES
$119,799 $3,736,883 $(
- 2,702,994
119,799 1,033,889 (
106,921 836,040 (
12,878 197,849
12,192 22,845
686 175,004
257 65,363
109,641 - (
$110,070 $ 109,641 $(

17

EL

EL

CONSOLIDATED
IMINATIONS TOTAL

(96,590)  $4,340,841

3,144,539
(96,590) 1,196,302
(96,590) 946,123
- (29,541)

- 279,720
- 33,306
- 246,414
89,554

CONSOLIDATED
IMINATIONS TOTAL

119,799) $3,736,883
- 2,702,994

119,799) 1,033,889

119,799) 823,162
- 210,727
- 35,037
- 175,690
- 65,620
109,641) -

109,641) $ 110,070




STATEMENTS OF CASH FLOWS DATA:
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cas
provided by operating activities:
Depreciation and amortization
Deferred income taxes
Equity in subsidiaries' earnings, net
Tax benefit from stock option exercises
Litigation settlement
Change in operating assets and liabilities
Merchandise inventories
Other current assets
Accounts payable
Accrued expenses and other
Other

Net cash provided by operating
activities

Cash flows from investing activities:
Purchase of property and equipment
Proceeds from sale of property and equipment
Issuance of long-term notes receivable
Contribution of capital

Net cash used in investing activit

Cash flows from financing activities:
Net borrowings under revolving credit faciliti
Issuance of long-term obligations
Repayments of long-term obligations
Payments of cash dividends
Proceeds from exercise of stock options
Other financing activities
Issuance of common stock, net

Net cash provided by (used in) financing
activities
Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

es

39 weeks ended

November 1, 20

DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES ~ EL
$ 156,860 $ 144,021 $(
12,106 90,196
64,235 4,189
(144,021) -
2,278 -
(161,800) -
- (118,097)
(27,753) 7,452
260,992 (157,249)
(28,235) 35,203
(8,826) (3,551)
125,836 2,164
(9,586) (95,141)
169 210
(96,590) -
(317,602) -
(423,609) (94,931)
168,400 -
- 96,590
(71,418) (321,960)
(31,972) -
4,844 -
4,030 -
- 317,602 (
73,884 92,232 (
(223,889) (535)
217,539 43,986
$ (6,350) $ 43,451 $

CONSOLIDATED

IMINATIONS TOTAL

144,021)

144,021

96,590
317,602

(96,590)

317,602)

$ 156,860

102,302
68,424

2,278
(161,800)

(118,097)
(2,774)
87,963

6,968
(14,124)

379

168,400

(393,378)
(31,972)
4,844
4,030

(224,424)
261,525




STATEMENTS OF CASH FLOWS DATA:
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cas
provided by / (used in) operating
activities:
Depreciation and amortization
Deferred income taxes
Equity in subsidiaries' earnings, net
Tax benefit from stock option exercises
Change in operating assets and liabilities
Merchandise inventories
Other current assets
Accounts payable
Accrued expenses and other
Other

Net cash provided by (used in) ope
activities

Cash flows from investing activities:
Purchase of property and equipment
Proceeds from sale of property and equipment
Issuance of long-term notes receivable
Other

Net cash used in investing activit

Cash flows from financing activities:
Issuance of long-term obligations
Repayments of long-term obligations
Payments of cash dividends
Proceeds from exercise of stock options
Other financing activities

Net cash provided by (used in) financing
activities

Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

39 weeks ende

November 2, 20

DOLLAR
GENERAL GUARANTOR
CORPORATION SUBSIDIARIES EL
$ 110,070 $ 109,641 $(
10,984 81,120
(171) (5,624)
(109,641) -
5,243 -
- (236,980)
(4,296) 35,204
29,400 20,541
3,984 (5,179)
7,451 (10,000)
rating
53,024 (11,277)
(14,772) (85,412)
15 215
(119,799) --
2,050 -
ies (132,506) (85,197)
- 119,799 (
(798) (8,127)
(31,910) -
11,557 -
(6) (2,050)
(21,157) 109,622 (
s (100,639) 13,148
120,643 41,667
$ 20,004 $ 54,815 $

CONSOLIDATED

IMINATIONS TOTAL

109,641)

109,641

(34,640)
34,640

(2,050)

$ 110,070

92,104
(5,795)

5,243

(236,980)
(3,732)
84,581

(1,195)
(2,549)

230

(8,925)
(31,910)
11,557

(6)

(87,491)
162,310




Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

The following text contains references to yearsZ2@®01 and 2000, which represent fiscal yearsalfab General Corporation (the
"Company") ending or ended, as applicable, Jan8ar2003, February 1, 2002 and February 2, 20@peaively. This discussion and
analysis should be read in conjunction with, angliglified in its entirety by, the condensed coitsdkd financial statements and the notes
thereto as of November 1, 2002.

Forward-Looking Statements

Except for specific historical information, manythg matters discussed in this Form 10-Q may egmesénply projections of revenues or
expenditures, statements of plans and objectivefsifore operations or statements of future econgrerformance. These, and similar
statements, are forward-looking statements conegmmiatters that involve risks, uncertainties argtofactors which may cause the actual
performance of the Company to differ materiallynfrthose expressed or implied by these statemehtfrniard-looking information should
be evaluated in the context of these risks, unicdiea and other factors. The words "believe," i@pate," "project,” "plan,” "expect,"”
"estimate," "objective," "forecast," "goal," "intéfi "will likely result," or "will continue" and snilar expressions generally identify forward-
looking statements. The Company believes the asomspunderlying these forward-looking statememésraasonable; however, any of the
assumptions could be inaccurate, and thereforeabsults may differ materially from those progetin the forward-looking statements.
The factors that may result in actual results difig from such forward-looking information includayt are not limited to: the Company's
ability to maintain adequate liquidity through é@@sh resources and credit facilities; the Compatyilty to comply with the terms of the
Company's credit facilities (or obtain waivers fan-compliance); transportation and distributiofagle or interruptions, including, but not
limited to, the impact of the recent managemeritdat of the West Coast dockworkers and any ongwiok slowdown on the economy and
on the Company's ability to receive inventory; imagy risks due to shifts in market demand; charniggsoduct mix; interruptions in
suppliers' businesses; costs and potential probdgrdsnterruptions associated with implementatibnesv or upgraded systems and
technology; fuel price and interest rate fluctuasioa deterioration in general economic conditicenssed by acts of war or terrorism;
temporary changes in demand due to weather patetas/s associated with building, opening and atireg new stores; the impact of the
Securities and Exchange Commission inquiry relétettie restatement of certain of the Company'sifiie statements further described in
Part Il, Item 1 of this Form 10-Q; and other fastdescribed from time to time in the Company'sadi with the Securities and Exchange
Commission and press releases, and other commiomsat
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Readers are cautioned not to place undue reliamtieese forward-looking statements, which speai aslof the date of this Form 10-Q.
Except as may be required by law, the Company takies no obligation to publicly update or revisg forward-looking statements
contained herein to reflect events or circumstaocesirring after the date of this Form 10-Q orefiect the occurrence of unanticipated
events. Readers are advised, however, to consufuaher disclosures the Company may make oneaélatbjects in its Forms 10-QK8and
10-K filed with the Securities and Exchange Cominiss

Results of Operations

The nature of the Company's business is modesisosal. Historically, sales in the fourth quartavdnbeen higher than sales achieved in
each of the first three quarters of the fiscal yeEapenses, and to a greater extent operating iaceary by quarter. Results of a period shc
than a full year may not be indicative of resuktpected for the entire year. Furthermore, compaaimg period with a period other than the
same period of the previous year may reflect tls@eal nature of the Company's business.

13 WEEKS ENDED NOVEMBER 1, 2002 AND NOVEMBER 2, 200

Net Sales. Net sales for the 13 weeks ended Noveni2902 were $1.50 billion as compared againsIhillion during the 13 weeks enc
November 2, 2001, an increase of 14.4%. The ineressulted primarily from 591 net new stores asdrae store sales increase of 5.

Same store sales increases are calculated baskd comparable calendar weeks in the prior yeairaaidde only those stores that were @
both at the end of a fiscal period and the begiithe preceding fiscal year. The same storessatgease can be attributed to the strength
of the Company's highly consumable category. Duttiregcurrent fiscal year the Company has addedappately 425 new items in the
highly consumable category. As a group, these iteawe been successful and have contributed heavihe overall same store sales incre
Additionally, the highly consumable category hasdfged from the testing of a limited number ofiphable products in some of the
Company's stores, (approximately 1,300 at Noverhib2002). Net sales increases by category werellasvs:

highly consumable 20.5%, hardware and seasonal;®88tc clothing 3.9%; and home products 4.5%.

Gross Profit. Gross profit during the current ypariod was $428.6 million, or 28.6% of sales, ver$881.2 million, or 29.1% of sales, dur
the comparable period in the prior year, an ineedsl2.4%. The reduction in the gross margin aata percentage of sales was due prim

to a higher shrink provision and, to a lesser exieiower average mark-up on inventory purchaséke current year period. The lower
average mark-up on inventory purchases was duemerlthan planned receipts of high mark-up seadterak during the current year quarter
and to a high volume of purchases in the lower rugrkighly consumable category. The Company attefosome of the
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shortfall in seasonal receipts to the effects eflidely-publicized management lockout of the W@sast dockworkers. The Company
expects to recoup some of the shortfall of thedthuarter seasonal receipts during the fourth guarhe late arrival of the seasonal product
may have had a nominal impact on the sale of sehtems in the current year period but is not etpe to have a material effect on the
Company's ongoing sales performance. During theentiyear period, in conjunction with the complataf chain-wide SKU level physical
inventory counts, the Company evaluated the adgqoiaihie remaining balance of the markdown recoiidgtie fourth quarter of 2000 to
assist with the disposition of certain excess itwgn Based on this evaluation, the Company reabedeadditional markdown in the current
year period to assist with the disposition of temaining excess inventory which had the impacedticing inventory at cost and increas
cost of goods sold by approximately $2.2 million.

Selling, General and Administrative Expenses ("SGRAG&A expenses during the current year periodev3835.2 million, or 22.4% of
sales, versus $295.1 million, or 22.5% of salesnduhe comparable period in the prior year, améase of 13.6%. The Company recorded a
net $0.8 million of restatement-related SG&A exmEnm the current year period as compared to $8l@min restatement-related SG&A
expenses during the comparable period in the gaar. Excluding restatement-related expenses, S&&#&nses would have been $334.4
million, or 22.3% of sales, in the current yearipay versus $285.8 million, or 21.8% of sales hia prior year period, an increase of 17.0%.

The increase in SG&A expenses, excluding restatenedated expenses, as a percentage of sales authent year period is due primarily to
percentage increases in store labor, workers' cosgpi@n, and health care costs that were in exafdbg percentage increase in sales. The
increase in store labor costs reflects variou®asttaken to improve store conditions, includingéasing labor hours and improving
employee wages.

Litigation Settlement and Related Proceeds. The fgzmy recorded $25.0 million in net restatemerddition proceeds during the current year
period which amount included $25.2 million in ingnce proceeds associated with the restatemengdedatireholder derivative litigation
offset by a $0.2 million expected settlement ohargholder class action opt+ claim also related to the Company's restatenSse Note 4 1
the Company's condensed consolidated financi@raetts as of November 1, 2002.

Interest Expense, Net. Interest expense in thectpear period was $11.5 million, or 0.8% of saéescompared to $11.5 million, or 0.9% of
sales, in the prior year period.
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Provision for Taxes on Income. The Company's effedax rate was 35.9% in the current year periudl 2v.3% in the prior year period. The
reduction in the effective tax rate in the currgedr period is partially a result of certain taarmpling strategies implemented in the fourth
quarter of the prior year which reduced the Comfzaagnualized effective tax rate to 36.7%. The Camyfs effective tax rate was further
reduced in the current quarter by favorable adjaststo prior estimates determined after the refdlerg of the Company's amended tax
returns for 1998 and 1999 as well as the origietlrns for the 2000 and 2001 years.

Net Income. Net income during the current yearqzkwas $68.6 million, or 4.6% of sales, versus $48illion, or 3.6% of sales, during tl
comparable period in the prior year, an increas#0f%. Diluted earnings per share in the curreat period were $0.20 versus $0.14 in the
prior year period. Excluding restatement-relatepegses and the litigation settlement and relatedgads noted above, diluted earnings per
share in the current year period were $0.16 ve$8Uk5 in the prior year period.

39 WEEKS ENDED NOVEMBER 1, 2002 AND NOVEMBER 2, 20Q

Net Sales. Net sales for the 39 weeks ended Noveni2®02 were $4.34 billion as compared against4sBillion during the comparab

period in the prior year, an increase of 16.2%. ifksecase resulted primarily from 591 net new st@ned a same store sales increase of 7.2%
Same store sales increases are calculated baskd oomparable calendar weeks in the prior yeatjraegiude only those stores that were
open both at the end of a fiscal period and ab#gnning of the preceding fiscal year. The Compatrybutes the increase in same store !

to a number of factors, including the introductafmew items in the highly consumable categorytr@nger presentation of seasonal
merchandise during the first 26 weeks of this yesacompared to the same period in the prior ykaratidition of perishable products in some
of the Company's stores (approximately 1,300 ddoafember 1,2002), and improved ordering practigethb Company's stores. Net sales
increases by category were as follows: highly corehle 19.9%, hardware and seasonal 16.4%, basiérgia8.0%, and home products 6.!

Gross Profit. Gross profit during the current ypariod was $1.20 billion, or 27.6% of sales, vei$u®3 billion, or 27.7% of sales, during
comparable period in the prior year, an increasEsof%. The modest decrease in the gross margirasaa percentage of sales as compared
against the prior year period was due principalg higher shrink provision and, to a lesser extetawer purchase mark-up in the current
year period. The Company's inventory shrinkage ision calculated at the retail value of the invept@s a percentage of sales, was 3.57
compared to 2.94% in the comparable prior yeaiopefihe Company is taking numerous actions to impits shrinkage results, including,
but not limited to, establishing an asset protectlepartment focused on shrink reduction, structutine store bonus program to include
shrinkage results as a significant component, lirggasurveillance cameras in high risk stores andlyzing
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inventory levels to identify shrink problems atearly stage. The Company cannot make assurandabeisa efforts will be successful in
reducing shrink. Accordingly, it is possible thatiakage results may continue to negatively imphetCompany's gross profit results. The
lower purchase mark-up on inventory purchasesésinlpart to a decision by the Company to purclieser high margin but slower turning
items and to reduce its inventory position in thsib clothing and home products categories. Thathegfactors impacting the gross margin
rate were partially offset by a reduction in distion and transportation costs as a percentageles.

Selling, General and Administrative Expenses. SG&fenses during the current year period were $9#8libn, or 21.8% of sales, versus
$823.2 million, or 22.0% of sales, during the conapée period in the prior year, an increase of %%.%he Company recorded a net $5.4
million in SG&A expenses, primarily professionakge in the current year period related to the testant of certain previously released
financial data versus $18.3 million of such experiaghe prior year period. Excluding restatemeféted expenses, SG&A expenses would
have been $940.7 million, or 21.7% of sales, indineent year period versus $804.9 million, or 24.&f sales, in the prior year period, an
increase of 16.9%.

The increase in SG&A expenses, excluding restatenedated expenses, as a percentage of sales authent year period is due primarily to
percentage increases in store labor and workerg)ensation costs that were in excess of the pexgenibcrease in sales. The increase in
store labor costs reflects various actions takémprove store conditions, including increasingdabours and improving employee wages.

Litigation Settlement and Related Proceeds. The gzmy recorded $29.5 million in net restatemerdgdition proceeds during the current year
period, which amount included $29.7 million in insnce proceeds associated with the settlemeneakttatement-related class action and
shareholder derivative litigation offset by a $thZlion expected settlement of a shareholder cdas®n opt-out claim related to the
Company's restatement. See Note 4 to the Compemytensed consolidated financial statements a®weéidber 1, 2002.

Interest Expense, Net. Interest expense was $38i8mor 0.8% of sales, in the current year pdrass compared to $35.0 million, or 1.0% of
sales, in the prior year period, a decrease of 419% decrease is primarily attributable to theggahreduction in interest rates on variable
rate obligations and to lower average outstandorgowings in the current year period.

Provision for Taxes on Income. The Company's effedax rate was 36.3% in the current year periudl 2v.3% in the prior year period. The
reduction in the effective tax rate in the currgear period is partially a result of certain taarpling strategies
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implemented in the fourth quarter of the prior yedich reduced the Company's annualized effectixeate to 36.7%. The Company's
effective tax rate was further reduced in the autryear period by favorable adjustments to pridinestes determined after the recent filing of
the Company's amended tax returns for 1998 and 499l as the original returns for the 2000 abd12years.

Net Income. Net income during the current yeargzkwas $156.9 million, or 3.6% of sales, versusd$lL illion, or 2.9% of sales, durir

the comparable period in the prior year, an in@eds12.5%. Diluted earnings per share in the ciiryear period were $0.47 versus $0.33 in
the prior year period. Excluding restatement-relaepenses and the litigation settlement and ibjateceeds noted above, diluted earnings
per share in the current year period were $0.48ug$0.36 in the prior year period.

Liquidity and Capital Resources

Current Financial Condition / Recent DevelopmeAtdNovember 1, 2002, the Company's total debt (idicig the current portion of long-
term obligations and short-term borrowings) was&3million, and the Company had $37.1 million ah and cash equivalents and $1.19
billion of shareholders' equity, compared to $738illion of total debt, $261.5 million of cash andsh equivalents and $1.04 billion of
shareholders' equity at February 1, 2002.

The Company has a $450 million revolving crediflfgcconsisting of a $300 million three-year revivlg credit facility and a $150 million
364-day revolving credit facility (the "New Crediacilities"). The Company pays interest on fundsdwed under the New Credit Facilities
at rates that are subject to change based upaatthg of the Company's senior debt by independgancies. The Company has two interest
rate options, base rate (which is usually equatimme rate) and LIBOR. At the Company's currenings, the facility fees are 37.5 basis
points and 32.5 basis points on the two facilittespectively. The all-in drawn margin under thBQR option is LIBOR plus 237.5 basis
points on both facilities. The all-in drawn marginder the base rate option is the base rate phbdsis points and the base rate plus 120
basis points on the two facilities, respectivelieTNew Credit Facilities are secured by approxifgat@0 of the Company's retail stores, its
headquarters and two of its distribution centessoANovember 1, 2002, the Company had $168.4aniltiutstanding under the New Credit
Facilities, at a rate of 3.8%. See Note 3 to then@any's condensed consolidated financial statenasnt$ November 1, 2002 for further
discussion of the New Credit Facilities and thelitaes replaced thereby.

The Company has $200 million (principal amountBd/8% unsecured notes due June 15, 2010. Intemeke notes is payable seaminually
on June 15 and December 15 of each year. The Isoddi¢ihe notes may elect to have their notes repmidune 15, 2005, at 100% of the
principal amount plus accrued and unpaid intefidst. Company may seek, from time to time, to rét§@utstanding notes through cash
purchases on the open market, privately negotiadéedactions or otherwise. Such repurchases, ifwitlydepend on prevailing market
conditions, the Company's liquidity requirementmtcactual restrictions and other factors. The am®involved may be material.
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The Company has been in discussions with respebhet€ompany's leases of its distribution centetadianola, Mississippi and Fulton,
Missouri, related to an alleged default arisingemtiose leases from the restatement of certaimeo€ompany's financial statements as
further described in Part I, Item | of this For-Q. The Company has reached agreement with allaat parties to effect a waiver of such
alleged default and incorporate certain amendmiartte lease documents relating to such propedigs such waiver and amendment has
become effective.

In 2002, the Company disbursed $162 million inlsetent of the restatement-related class actiayglion. The $162 million was accrued as
an expense in the Company's 2000 financial statesnenJuly of 2002, the Company received froningrers $4.5 million pursuant to the
settlement of the restatement-related class algissuits. In August of 2002, the Company receiv8.$ million in insurance settlement
proceeds pursuant to the settlement of the restaterelated shareholder derivative litigation. Wwmpany recognized income of $4.5
million in the second quarter of 2002 and $25.2iamilin the third quarter of 2002 to reflect thee@t of these proceeds. See Note 4 to the
Company's condensed consolidated financial statenaasmof November 1, 2002.

The Company believes that its existing cash bakraash flows from operations, the New Credit R#edl and its ongoing access to the
capital markets will provide sufficient financing meet the Company's currently foreseeable liqulitd capital resource needs.

In July of 2002 the Company filed amended tax rezdor 1998 and 1999. In October of 2002 the Comyiéed its tax returns for 2000 and
2001. In total, the Company requested approxim&i28.2 million in refunds relating to these fouay® In November of 2002 the Company
received approximately $19.5 million of the antatigd refund. The Internal Revenue Service is ctlyrennducting a normal examination of
the income tax returns from 1998 and 1999. Theltestithe examination, and any other issues dgsalisvith the IRS in the course of the
examination, may result in additional tax liabilttythe Company.

Other than net reductions in borrowings outstandinmder variable rate debt as discussed above, flaeeebeen no significant changes in the
fair value of the Company's outstanding debt.

The Company plans to open approximately 650 sttmesg the fiscal year ending January 30, 2004. Chmpany anticipates funding the
costs associated with such openings by cash flom fsperations and/or by existing credit facilities.

Cash flows provided by operating activities. Nettcarovided by operating activities totaled $128illion during the first 39 weeks of 2002,
as compared to a $41.7 million source of cash dutie comparable period in the prior year. The prim
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source of cash in 2002 was the Company's net ingbusedepreciation and amortization expense, wtugkther totaled $259.2 million. Otl
sources of cash in the current year period inchrdacrease in accounts payable of $88.0 millichadecrease in the net deferred tax asset
of $68.4 million. The increase in accounts payéabke result of the seasonal increase in invenergls in anticipation of the holiday selling
season. The decrease in the net deferred tax@ssarily reflects the tax benefit that the Compawilf receive in its 2002 income tax return
with respect to the $162.0 million payment in settent of the restatement-related class actioratitig, described in Note 4 of the Company's
condensed consolidated financial statements a®weéiber 1, 2002. Though the Company accrued tigation settlement expense in its
fiscal year 2000 financial statements, for incomereporting purposes a deduction could not bentakeil the funds were actually disbursed
in 2002. A significant use of cash in the curresdiyperiod was a $118.1 million increase in inventevels. The Company has made
improving its inventory productivity statistics aqrity. Inventory turns have improved on a rollihg-month basis from 3.1 times to 3.4 tin
as measured at November 2, 2001 and November 2, B8pectively, and same store inventories haga beduced by approximately 16%
as compared to the comparable prior year period.démpany has also reduced its purchases of highimmaut slower turning items in the
basic clothing and home products categories. Amcigmificant use of cash in the current year gkvas the $162.0 million shareholder ¢
action litigation settlement payment described &bov

The primary source of net cash from operating &&/during the prior year period was the Compangt income plus depreciation and
amortization expense, which together totaled $26lBon. The primary uses of cash in the prior ypariod were an increase in inventories
of $237.0 million primarily reflecting the net atidn of 485 stores and an increase in seasonalvaedise. The increase in inventory was
partially financed by an $84.6 million increaseattounts payable.

Cash flows used in investing activities. Net casédiin investing activities during the first 39 weef 2002 totaled $104.3 million, as
compared to a $100.0 million use of cash duringctiraparable period in the prior year. The $104.lanispent in the current year period
consisted primarily of $39.1 million for new stor@sd relocations, $15.5 million for various stoetated technology projects and $21.2
million for distribution and transportation projecihe $100.0 million spent in the prior year peéronsisted primarily of $39.6 million for
new stores and relocations, $42.8 million for vasistore-related fixtures and $11.4 million forivas systems related projects.

Cash flows used in financing activities. Net casbhduiin financing activities during the first 39 Wweef 2002 was $248.1 million, which
consisted principally of $32.0 million in dividendad $225.0 million of net debt repayments relgtéaharily to the refinancing of certain
synthetic lease facilities. Net cash used in filragactivities during the comparable period in phieor year was $29.3 million, which consis
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principally of $31.9 million in dividends and $81llion of net debt repayments offset by $11.6 ioillin proceeds from stock options
exercised.

Critical Accounting Policy

As discussed in the Company's fiscal 2001 Annug@loReon Form 10-K, inventories are stated at tineeloof cost or market with cost
determined using the retail last-in, first-out (AO") method. Under the retail inventory method (/R), the valuation of inventories at cost
and the resulting gross margins are calculatecbplymng a calculated cost-tetail ratio to the retail value of inventories MRiIs an averagin
method that has been widely used in the retailstgildue to its practicality. Also, it is recognizéhat the use of the retail inventory method
will result in valuing inventories at lower of camt market if markdowns are currently taken asdaicéon of the retail value of inventories.

Inherent in the RIM calculation are certain sigrafit management judgments and estimates includingng others, merchandise markon,
markups, markdowns, and shrinkage, which signifigampact the ending inventory valuation at castll as resulting gross margins.
These significant estimates, coupled with the flaat the RIM is an averaging process, can, und#ésioecircumstances, produce distorted or
inaccurate cost figures. Factors that can leadstortion in the calculation of the inventory batarinclude applying the RIM to a group of
products that is not fairly uniform in terms of @sst and selling price relationship and turnoaed applying RIM to transactions over a
period of time that includes different rates ofgg@rofit, such as those relating to seasonal raadike. To reduce the potential of such
distortions in the valuation of inventory from ocdng, the Company's RIM utilizes 10 departments/rich fairly homogenous classes of
merchandise inventories having similar gross margiie grouped. In addition, failure to take markdswurrently can result in an
overstatement of cost under the lower of cost aketgrinciple.

Management believes that the Company's RIM prowagheimventory valuation which reasonably approxasatost and results in carrying
inventory at the lower of cost or market.

As previously disclosed, the Company has beendctoilg SKU level inventory information at each of gtores during 2002 in an effort to
establish an item-based perpetual inventory sysieieonjunction with this undertaking, in an efftatimprove inventory valuation and cost
of goods sold estimates, the Company will be expanthe number of departments it utilizes for itegs margin calculations and refining
estimates of its retail ownership

mix. These changes, when adopted, may result invemtory adjustment and may also impact the RIMuation results in fiscal 2003 and
in subsequent years. The Company currently carstimh&te the impact of such changes.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

We have no material changes to the disclosuresmgle this item that are set forth in our repmmtForm 10-K for the fiscal year ended
February 1, 2002.

Item 4. Controls and Procedures

As of a date within 90 days prior to the filingtbfs quarterly report on Form 10-Q, the Companylaurthe supervision and with the
participation of the Company's management, inclgidire Acting Chief Executive Officer and the Chiéfiancial Officer, evaluated the
effectiveness of the design and operation of thea@my's disclosure controls and procedures (asetkfn Rule 13d4(c) promulgated und
the Securities Exchange Act of 1934, as amended'Bkchange Act")). Based on that evaluation, tbenfany's management, including the
Acting Chief Executive Officer and the Chief FinaldOfficer, concluded that the Company's disclestontrols and procedures are effective
for the purposes set forth in the definition théiedExchange Act Rule 13a-14(c). There have beegignificant changes in the Company's
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of their most recent evaluation.

Part Il. - Other Information
Item 1. Legal Proceedings
Restatement-Related Proceedings

On April 30, 2001, the Company announced thatdt become aware of certain accounting issues thaldw@ause it to restate its audited
financial statements for fiscal years 1999 and 1888 to restate the unaudited financial informmafar fiscal year 2000 that had been
previously released by the Company. The Compangesjuently restated such financial statements aaddial information by means of its
Form 10-K for the fiscal year ended February 2,122@thich was filed on January 14, 2002.

The Securities and Exchange Commission is condyatininvestigation into the circumstances that gaeeto the Company's April 30, 2001
announcement. The Company is cooperating withitivisstigation by providing documents and other iinfation to the Securities and
Exchange Commission. At this time, the Companynistle to predict the outcome of this investigatond the ultimate effects on the
Company.

As previously discussed in the Company's periogiorts filed with the Securities and Exchange Cossion, six purported shareholder
derivative lawsuits related to the restatement it@e in Tennessee State Court against certairentiand former Company directors and
officers and Deloitte & Touche LLP, the Compangmiier independent accountant. The Company was nasmadominal defendant in the
actions, which sought restitution and/or compengadad punitive damages with interest, equitabl&@ninjunctive
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relief, costs and such further relief as the cdegmed proper. By order entered October 31, 26@Ilcdurt appointed Michael Dixon, Jr.,
Carolinas Electrical Workers Retirement Fund andritas Dewey, plaintiffs in one of the six filed caisas lead plaintiffs. Among other
things, the plaintiffs alleged that certain currant former Company directors and officers breadhen fiduciary duties to the Company and
that Deloitte & Touche aided and abetted thosediresmiand was negligent in its service as the Coy'pardependent accountant.

Two purported shareholder derivative lawsuits eglab the restatement also were filed and congelidia the United States District Court
the Middle District of Tennessee against certaimesu and former Company directors and officersgifig that they breached their fiduciary
duties to the Company. The Company was named ammal defendant in these actions, which soughtadaory relief, compensatory and
punitive damages, costs and such further reli¢h@sourt deemed proper.

The Company and the individual defendants reactssdtEement agreement with the plaintiffs in thed&ennessee state shareholder
derivative action. The agreement included a payrteetite Company from a portion of the proceeddhief@ompany's director and officer
liability insurance policies as well as certainmanate governance and internal control enhanceméngsterms of such agreement required
that all of the derivative cases, including thesied derivative cases described above, be dismisikgrejudice by the courts in which they
were pending in order for the settlement to beatffe. Following confirmatory discovery, the settlent agreement received final approva
the Tennessee State Court on June 4, 2002. O/® JA0B02, the lead plaintiff in the federal derivatcase appealed the approval of the
settlement in the state derivative cases to thet@dl\ppeals of Tennessee. The Court of AppealBasfnessee dismissed such appeal by
Order dated July 22, 2002. The federal lead pfémtight to appeal this dismissal expired on 8egier 20, 2002, and the federal derivative
action was dismissed on September 3, 2002.

The settlement of the shareholder derivative latsseisulted in a net payment to the Company, afterneys' fees payable to the plaintiffs'
counsel, of approximately $25.2 million during thed quarter of 2002.

Also as previously discussed in the Company's darieports filed with the Securities and Excha@genmission, the Company has settled
the consolidated restatement-related class adtexhin the United States District Court for theddle District of Tennessee on behalf of a
class of persons who purchased or otherwise maderastment decision regarding the Company's séesiand related derivative securities
between March 5, 1997 and January 14, 2002. Th2 #illion settlement was approved by the court cayN4, 2002. The Company
received from its insurers $4.5 million in respetsuch settlement in July 2002. In connection lih settlement, plaintiffs representing
fewer than 1% of the shares traded during the glassd chose to opt out of the class
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settlement and may elect to pursue recovery agiestompany individually. The Company has reacredgreement in principle to settle
potential claims by one such plaintiff and has ggiped an expense of $0.2 million in respect ohsagreement. The Company anticipates
finalizing this settlement agreement in the fougtlarter of 2002. There can be no assurance, howbatisuch agreement will be finalized
during this time period or on these terms. No ofitigiation has yet been filed or threatened bytiparwho opted out of the class action
settlement. The Company cannot predict whetheraalaytional litigation will be filed or estimate thpetential liabilities associated with such
litigation, but it does not believe that the resioln of any such litigation will have a materiafedt on the Company's financial position.

Other Litigation

The Company was involved in other litigation, intigations of a routine nature and various legalteratduring the reporting period, which
were and are being defended and otherwise hamlib@ iordinary course of business. While the ultemasults of these matters cannot be
determined or predicted, management believesltegthave not had and will not have a material asbrseffect on the Company's results of
operations or financial position.

Item 6. Exhibits and Reports on Form 8-K
(a) Exhibits.

The exhibits listed on the accompanying Exhibitdxtbeginning on page 37 hereof are filed as agidhis report and such Exhibit Index is
incorporated herein by reference.

(b) Reports on Form 8-K.
The following reports on Form 8-K were furnishedidg the quarter covered by this report on Fornt{t0-

(1) A Current Report on Form 8-K, dated October2@)?2, was furnished to the Securities and Exch&agemission pursuant to ltem 9 in
connection with an announcement regarding Septe202 sales results and the October 2002 salesoutl

(2) A Current Report on Form I8; dated September 16, 2002, was furnished to ¢eeirBies and Exchange Commission pursuant to &émn
connection with an announcement regarding the foomaf a special committee to search for a Chiefdutive Officer to succeed Cal
Turner.
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(3) A Current Report on Form 8-K, dated Septemh@082, was furnished to the Securities and Exch&@wmmmission pursuant to Iltem 9 in
connection with an announcement regarding Augu8P Xales results and the September 2002 sale®kutlo

(4) A Current Report on Form 8-K, dated August2®)2, was furnished to the Securities and Exch&wagemission pursuant to Iltem 9 in
connection with a conference call regarding the Gamy's financial results for the second quartehef2002 fiscal year.

(5) A Current Report on Form 8-K, dated August28)2, was furnished to the Securities and Exch&uagemission pursuant to ltem 9 in
connection with an announcement regarding the Cagigéinancial results for the second quarter ef2B02 fiscal year.

(6) A Current Report on Form 8-K, dated August2®)2, was furnished to the Securities and Exch&ugemission pursuant to Item 9 in
connection with the filing of certain Company officsworn statements and written certifications.

(7) A Current Report on Form 8-K, dated August@)2, was furnished to the Securities and Excharggerission pursuant to Item 9 in
connection with an announcement regarding July 22025 results and the August 2002 sales outlook.
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Signatures

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

DOLLAR GENERAL CORPORATION

By: /s/ Janmes J. Hagan

Janes J. Hagan

Executive Vice President and Chief

Fi nancial Oficer (Principal Financial
and Chi ef Accounting O ficer)

Novenber 27, 2002
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CERTIFICATIONS
I, Donald S. Shaffer, certify that:
1. | have reviewed this quarterly report on FormQ@0f Dollar General Corporation;

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statemeamid,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaarw for, the periods presented in this
quarterly report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

a) designed such disclosure controls and procedoissure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarterly report is being prepared,;

b) evaluated the effectiveness of the registraiigdosure controls and procedures as of a datena®0 days prior to the filing date of this
quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusiabout the effectiveness of the disclosure ctnénod procedures based on our evaluations
as of the Evaluation Date;

5. The registrant's other certifying officers artthle disclosed, based on our most recent evahyadtidhe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

a) All significant deficiencies in the design orepgtion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data and tantified for the registrant's auditors any enat weaknesses in internal controls; and
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b) Any fraud, whether or not material, that invalveanagement or other employees who have a significle in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthive indicated in this quarterly report whethenat there were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant defitcies and material weaknesses.

Dat e: Novenber 27, 2002 /sl Donald S. Shaffer

Donal d S. Shaffer
Acting Chief Executive Oficer, President
and Chief Operating O ficer

I, James J. Hagan, certify that:
1. | have reviewed this quarterly report on FormQ@0f Dollar General Corporation;

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statememid,other financial information included in thisagterly report, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

a) designed such disclosure controls and procedoissure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarterly report is being prepared,;

b) evaluated the effectiveness of the registraiigdosure controls and procedures as of a datena®0 days prior to the filing date of this
quarterly report (the "Evaluation Date"); and
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c) presented in this quarterly report our conclusiabout the effectiveness of the disclosure ctnénod procedures based on our evaluations
as of the Evaluation Date;

5. The registrant's other certifying officers artthive disclosed, based on our most recent evahjatighe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

a) all significant deficiencies in the design oemaion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data and tantified for the registrant's auditors any ena weaknesses in internal controls; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthive indicated in this quarterly report whethenat there were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant defitcies and material weaknesses.

Dat e: Novenber 27, 2002 /sl Janes J. Hagan

Janes J. Hagan
Executive Vice President and
Chi ef Financial Oficer
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EXHIBIT INDEX

Pursuant to Item 601 of Regulation S-K

Exhibit No. Description of Exhibit
10 Executive Employment Agreemen t by and between Dollar
General Corporation and Donal d S. Shaffer dated as of

November 12, 2002.
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Exhibit 10
EXECUTIVE EMPLOYMENT AGREEMENT

THIS EXECUTIVE EMPLOYMENT AGREEMENT (this "Agreemdé?!) is entered into as of the 12th day of NovemRen?2 (the "Effective
Date"), by and between DOLLAR GENERAL CORPORATICNTennessee corporation (the "Company"), and DONSLBHAFFER
("Executive").

WHEREAS, Executive presently serves as the PresatahChief Operating Officer of the Company purgua that certain letter agreement,
dated May 14, 2001, executed by each of ExecutideGal Turner, Jr. (the "Original Agreement");

WHEREAS, the Company's Board of Directors (the "#i8ais considering candidates (including Executifar the position of Chief
Executive Officer of the Company, and desires Etigeuo temporarily assume the responsibilitie€bfef Executive Officer (such interim
position hereinafter referred to as "Acting CEQ¥)addition to Executive's responsibilities as Rtest and Chief Operating Officer
("COQ™), until such time as the Company has haadndividual to permanently fulfill the duties Ghief Executive Officer (such permanent
position hereinafter referred to as "Permanent QEO"

WHEREAS, the Company further desires to ensure Eiexs continued employment for a reasonable TiiansPeriod following the hiring
of a Permanent CEO other than Executive;

WHEREAS, Executive is willing to serve as Acting @E&nd, if he is not retained as Permanent CEOngdwireasonable Transition Period
thereafter, to continue to serve as President &@ Gf the Company; and

WHEREAS, the Parties hereto contemplate that Exexzuatay remain employed by the Company after thenTreereof (as defined below),
but that any such continued employment will nogbeerned by this Agreement.

NOW, THEREFORE, in consideration of the mutual cesgts and agreements hereinafter set forth, thep@oynand Executive (collectivel
the "Parties") agree as follows:

1. Term.

The term of Executive's employment under this Agreet (the "Term") shall be the period commencinghenEffective Date and ending at
the end of the Post-Transition Period (as defimeBidction 8(d) below).

2. Employment. Executive agrees to be employeddiyainy upon the terms and subject to the condisen$orth in this Agreemer



(a) Employment as Acting CEO. Throughout the peliedinning on the Effective Date and ending onddie thereafter that the Company
employs a Permanent CEO (the "Interim Period"),dbkge shall serve as Acting CEO of the Company.

The Parties hereby acknowledge and agree thanteerh Period is not expected to exceed (and maubstantially less than) six months;
provided, however, that Executive hereby coventménd agrees with the Company that Executive sioallinue to serve as Acting CEO for
such longer period of time as the Company shatiaeably require, not to exceed one year.

(b) Employment as President, Chief Operating Offared Otherwise;
Transition Period. Throughout the Interim Period ahereafter, for the Transition Period (as defibelow), Executive shall continue to se
as President and Chief Operating Officer of the Gany.

Notwithstanding any other provision of this Agreern® the contrary, Executive hereby agrees with @venants to the Company tl
Executive shall continue to serve the Company asiékent and COO for the 180-day period following ifiterim Period (if the Company
hires a Permanent CEO other than Executive), dr shorter period of time as the Board shall deteenis necessary or appropriate for the
best interests of the Company and for a smootlsitian to the Permanent CEO (the "Transition Péjida any event, the Board shall give
Executive written notice of the expiration of theasition Period if it is to be less than 180 dayse Transition Period shall, in no event,
exceed 180 days from the end of the Interim Period.

(c) Performance of Duties. In his capacity as AF®@EO, Executive shall (i) be responsible for teagral management of the operations of
the Company, (ii) faithfully and diligently perforsuch duties required of a CEO and customarilygeeréd by a person acting in the capacity
of CEO and those that may be designated by thedBmarsistent with that title and position, and) (i@port directly to the Board or to a
Committee designated by the Board.

In his capacities as President and COO, Execubiwhdll faithfully and diligently perform such des customarily performed by a person
acting in such respective capacities and thosenthgtbe designated by the Board or, when empldyethe Permanent CEO, consistent with
such respective titles and positions, and (i) Isteglort directly to the Permanent CEO.

Executive shall devote his full working time, atien, skills, and best efforts to advance the Camyfsabusiness and affairs and perform his
duties under this Agreement. Executive may, howesmgage in civic, charitable, and professiondtanie activities so long as those activi
do not interfere with the performance of his dutieger this Agreement.

(d) Place of Performance. During the Term, Exeeusiiall be based in Nashville, Tennessee, or ataher location within a 30-mile radius
of Nashville,



Tennessee. Company shall not request or requireuixe to relocate his principal place of employmeutside of a 30-mile radius of
Nashville, Tennesse

3. Termination of Prior Employment Arrangement. tBg execution of this Agreement, Executive andG@bepany hereby acknowledge and
agree that the employment arrangement heretofastirexbetween Executive and the Company, as eugtkby the Original Agreement or
otherwise, shall end and shall be replaced andrseged in all respects by the terms of this Agregpseich that the Original Agreement (or
any other document or arrangement regarding thgeB'aemployment arrangement prior to the execudiwh delivery of this Agreement) sh
be deemed terminated and of no further force @cefincluding, without limitation, the terminati@i any severance pay or other post-
termination rights contemplated therein).

4. Compensation.

(a) Base Salary. Company agrees to pay to Execatbase salary of no less than an annual rate2,860 ("Base Salary"), payable in twice
monthly installments consistent with the Compapsggroll practices. During the Interim Period, Exioel shall receive an additional $8334 a
month in Base Salary.

(b) Performance Bonus. Executive shall continugaidicipate in the Management Incentive TEAMSHARIBbS program upon the same
terms and conditions of his participation in sucbgpam immediately prior to the Effective Date, jgabin any event to any changes to such
program that may from time to time be lawfully effed by the Board.

(c) Participation in Welfare, Savings and Retiretrfelans. Executive shall be entitled to particigatthe Company's 401K Retirement and
Savings Plan, Supplemental Executive Retirememt, Blampensation Deferral Program, and any othelamap benefit plans and
arrangements offered generally to active senioc@tiees of the Company as of the Execution Dateyelsas any other health and insurance,
disability, and other welfare benefit plans, oriegs, deferred compensation, retirement or pensiodeath benefit plans or arrangements
provided or available generally to active senicg@iives of the Company in effect from time to tichging the Term. To the extent not
offered generally to active senior executives ef@ompany, Executive shall be entitled to partigipa any other insurance benefits to which
he was entitled immediately prior to the Effectivate pursuant to his employment as President ard @0llectively, the "Benefit Plans").

Executive's participation in any or all of the B&hElans, however, shall be subject to the ternts @nditions of the Benefit Plans as they
may hereafter be amended or restated (or discawt)rity the Company, including Executive's satigfacof all applicable eligibility
requirements and vesting provisions of the Bedfins. The Company shall not have any obligatiateuthis Agreement to continue any or
all of the Benefit Plans. Executive hereby acknalgks receipt of written plan materials distributegarticipants or prospective participants
in the currently effective Benefit Plans.



(d) Stock Options. Executive shall be entitled &ntigipate in any stock option, performance shphantom stock, or similar long-term stock-
based incentive plan provided or available gengtalbctive senior executives of the Company iecetffrom time to time during the Term,
each as amended from time to time. The extent iohwixecutive shall participate in those optiomglar any such other plan shall be
determined by the Board or any committee theretifaized to make such determinations on behalfiefBoard.

(e) Withholding. All compensation payable to Emmeypursuant to this Agreement shall be subjeetrtd,Company shall deduct and
withhold, all applicable federal, state and loc#&hiwolding, employment, social security and othianrilar taxes.

5. Reimbursement of Business and Other Expensegutixe is authorized to incur reasonable travdllausiness expenses that are consi
with his position and incurred in carrying out digies and responsibilities under this Agreememd, @ompany shall promptly reimburse him
for all such travel and business expenses incumrednnection with carrying out the business of@mnpany, subject to reasonable
documentation in accordance with the policies oin@any.

6. Perquisites. During the Term, Executive shakbgtled to participate in

all of Company's executive fringe benefits to tame extent of Executive's participation in suchdfiémrrangements immediately prior to the
Effective Date, in each case in accordance withe¢h®as and conditions of such arrangements asnafdct from time to time. Executive is
also entitled to reimbursement from Company forCompany's payment of, all reasonable attorneysbémer professional fees and exper
incurred by or on behalf of Executive relating imyananner to the negotiation and preparation af Agreement, including (without
limitation) the conditions to Executive's employrheglationship with Company under this Agreemeite Benefits described in this Sectic
shall be referred to, collectively, as the "Pertjess”

7. Vacation. Executive shall be entitled to two i&@aid vacation each calendar year. Company paglExecutive any earned and unused
vacation upon the termination of Executive's empiemt.

8. Termination of Employment. The following paragjna describe circumstances
under which Executive's employment may terminate final day of his
employment under any circumstance shall be the 'l&ynpent Termination Date."

(a) Death. Executive's employment shall terminatthout the need for any action by the Company nugrecutive's death.

(b) Disability. If a Disability (as defined below}f Executive occurs during the Term, the Company m&ify Executive of the Company's
intention to terminate Executive's employment urtber Agreement for Disability. In that event, threcutive's employment shall terminate
effective on the date such notice of terminatiogii&n to Executive (the "Disability Effective D&Yeln this Agreement "Disability" means:
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(i) a long-term disability, as defined in the Compa applicable Benefit Plan as then in effect; or

(i) Executive's inability reasonably to perfornsiduties under this Agreement because of any mdi=terminable physical or mental
impairment that (x) can reasonably be expectedsaltin death or (y) has lasted or can reasorablyxpected to last for at least 30
consecutive days. In this circumstance, the existerf a Disability shall be determined by the Boardthe Permanent CEO, in its or his sole
and absolute discretion, upon receipt of competesdical advice from a qualified physician seledigdr acceptable to the Board or the
Permanent CEO. In this circumstance, Executivd,shétere is any question about his Disabilitybsit to a physical examination by a
qualified physician selected by the Board or thenReent CEO.

(c) Termination by the Company.

(i) Termination for Cause. The Company may terng@riaxecutive's employment under this Agreement fuge (as defined below) as
follows:

(A) Cause Defined. "Cause" means any of: (1) Exeelstfailure to perform his duties under this Agrent or in accordance with the
Company's employment policies and procedures,a®nably determined by the Board in good faitheiothan any such failure resulting
from a Disability, (2) any willful act or omissidmy Executive that, in the good-faith judgment af Board, has had or is likely to have a
material adverse impact on the Company's busiméssests or reputation, (3) Executive is conviagdr pleads nolo contendere to, any
allegation of, fraud, embezzlement, theft, or ottréninal conduct (excluding a traffic violatio)at, in the goodaith judgment of the Boart
has had or is likely to have a material adverseathpn Executive's ability to perform his executigsponsibilities, or

(4) a breach of any of Executive's covenants irti&ex 11 and

12 (collectively, the "Restrictive Covenants").

(B) Required Notice. A termination for Cause shalleffective only if the Chairman of the Boardatrthe Board's instruction, the Permanent
CEO, has given Executive written notice of the Bmimtention to terminate for Cause, describingdtttive's acts or omissions that are
believed to constitute Cause. Termination for Calnsdl be effective immediately upon delivery otine of termination to Executive, or such
later time as may be stated in such notice.

(i) Without Cause. The Company may terminate Eigels employment with the Company, at any timedioy (or no) reason, prior to
expiration of the Term of this Agreement, uponeaist 30 days' written notice to Executive. Suchitesition shall be effective upon the
expiration of the notice period specified in theic® of termination.



(d) Post-Transition Resignation. At any time durihg 90-day period beginning upon the expiratiothef Transition Period (the "Post-
Transition Period"), the end of such Post-Transith@riod likewise constituting the expiration oé therm of this Agreement, Executive may
terminate his employment, for any (or no) reas@onuwritten notice to the Permanent CEO (a "Poafidition Resignation™). In such event,
Executive shall be entitled to the payments ancfisnset out in Section 9(b) below. For the avomaof doubt, if this Agreement has not
otherwise terminated, the Parties may agree dihiad ransition Period or Post-Transition Period fwecutive's employment with the
Company will continue after expiration of the Teander terms and conditions mutually agreed.

(e) Executive May Not Voluntarily Terminate Emplognt Prior to

Expiration of Transition Period. In light of his partance to the Company during each of the Inté&rériod and the Transition Period,
Executive is not entitled to voluntarily termindtis employment with Company at any time beforegkgiration of the Transition Period (as
such period shall be determined by the Board acordance with the terms of Section 2(b) abo¥&xécutive does voluntarily resign his
employment prior to expiration of the TransitiorriBd (an "Improper Resignation™), he shall not bé&tked to any of the benefits or payme
set out in Section 9(b) below.

(f) Hiring of Executive to Permanent CEO Posititmthe event that the Board shall, in good faififeroExecutive the Permanent CEO
position, the Parties agree that, upon Executitreeeaccepting or declining the offer, this Agreatghall be deemed terminated and of no
further force or effect. If Executive declines addaith, bona fide offer, he shall not be entitedhe payments and benefits described in
Section 9(b) below.

9. Rights and Obligations upon Termination of Empient.

(a) Termination for Cause, Death, Disability, Impeo Resignation,

Executive's decline of Offer to Become Permanen®®@E Upon Expiration of

Term. If Executive's employment under this Agreenigterminated for cause, death, disability, Ing@oResignation, his refusal of a good
faith offer to become Permanent CEO, or at therakipn of the Term, he shall be entitled to (i) @mounts payable to Executive under the
terms of any of the applicable Benefit Plans iretffon the Employment Termination Date; (ii) anyoamis due but not yet paid to Executive
by the Company and

(iii) any other benefits or payments to which hersitled as a matter of law. He shall not be ktito any of the additional benefits set out in
Section 9(b) below.

(b) Termination without Cause; Resignation durimgtH ransition

Period. If Executive's employment is terminatedifxthe Company without Cause prior to the expiratf the Term (it being understood by
the Parties that termination by expiration shatlcanstitute termination without Cause) or (y) lae tesult of Executive's resignation during
the Post-Transition Period, then Executive shakiigled to the following:
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(i) Continuation of Executive's Base Salary ashefdate immediately preceding the Employment Teation Date for twenty-four
consecutive months following the termination, pdgab accordance with the Company's normal payimks and procedures; and

(i) Executive shall be entitled to participatehé election, in the Company's Retiree MedicahPkor the twenty-four month period after the
Employment Termination Date, he may do so at theeseost to him as he paid for health care insuraneerage under the Company's
medical insurance plan immediately prior to the Eoyment Termination Date and the Company shall beiree him for the difference in
premium (grossed up for taxes), if any. Thereaftermnay continue his participation in the RetireedMal Plan at his own cost; and

(iii) For the Dental, Vision, Disability and Lifensurance Benefit Plans, if Executive elects andhtaais (A) continued coverage under the
Consolidated Omnibus Benefits Reconciliation Acfi®85 and corresponding regulations ("COBRA"), ¢Bitinuation coverage under any
similar provision of any state insurance law (ither event, a "Continued Coverage Plan") and/orc@@)ersion or porting of the policy, then
for up to a maximum of twenty-four months after Eraployment Termination Date, reimbursement to Ekge of the difference between
(x) the premiums paid or payable by Executive forarage under the applicable Continued Coveraged?laonverted/ported plan for
himself and his dependents (if any) and (y) theniuens that Executive would have paid for comparablerage under the applicable Ber
Plan if Executive's employment under this Agreenfertt not ceased (in either case, such paymenttshalossed up for taxes); except that
these payments shall expire or terminate immedgiaebn Executive's becoming eligible for similavecage under another employer's
benefits plan or policy; and

(iv) For the twenty-four month period following timployment Termination Date, continuation of thBsgquisites described in
Section 6 above, as long as they are offered toserecutives of the Company, except that thesquPstes shall expire or terminate
immediately upon Executive's becoming eligibledonilar Perquisites at another employer; and

(v) If TeamShare Bonus payments are made to paaits for Fiscal Year 2002, Executive shall betkatito participate in the TeamShare
Bonus program for that year based on his baseysaldhe Fiscal Year end or, if earlier, his Empi@nt Termination Date. To the extent
TeamShare Bonuses are paid by the Company toipartts for the two fiscal years (post 2002) dunivtgch the twenty-four month salary
continuation period referenced in 9(b)(i) abovésfaExecutive shall be entitled to receive payn®rftom the Company equal to the bonus
payment he would have received under TeamShatbadoyear had he still
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been employed at the time of the bonus paymentjged, however, that, if there is no TeamShare Bgrayment made to participants for
either of those two fiscal years, then Companylgiegt Executive the equivalent of a "Level 1" Boeyment as defined in the TeamShare
Bonus Plan for each such fiscal year based onasis balary at the Employment Termination Date; and

(vi) In the event that Executive (or, in the evehExecutive's death, Executive's dependents) siale his residence more than 100 miles
from Nashville, Tennessee within 18 months afterEmployment Termination Date, (A) reimbursementlo$ing costs related to any new
home purchase, up to a maximum amount equal tgescent (2%) of the purchase price of such new hame (B) reimbursement of
documented expenses reasonably related to suchelénesidence, up to a maximum amount of $55(86luding the amount of closing
costs reimbursed pursuant to the immediately piagedause (A)); or, in the alternative, at thecdition of Executive, the Company will
purchase Executive's primary residence in Nashatlie price agreed upon by the parties. If thagmdannot agree on a price, the Company
shall pay for three independent appraisals (on& &grtified appraiser selected by Company; one d¢griéfied appraiser selected by
Executive; and one by a certified appraiser agteday both parties). The purchase price paid bydbmpany shall be the average of the t
appraisals.

Any payments or reimbursements under this Sectifphghall not be deemed the continuation of Exeelgiemployment for any purpose.
Company's obligations under this Section 9(b) mdll negate or reduce (A) any obligation that thenBany may have to Executive under
COBRA, (B) any amounts due but not yet paid to Exee by the Company, or (C) any amounts payabexiecutive, or any other rights tt
Executive may have, under the terms of any of gptieable Benefit Plans in effect on the Employm&atmination Date; except that any
disability payments to Executive, or any death fiesieo Executive's

estate, heirs, or legatees, under any of the aipidBenefit Plans shall be credited to and offgatinst the amounts payable under this Se
9(b). Further, the Company may, at any time aritsisole discretion, make a lump-sum payment chmbunts, or all remaining amounts,
due to Executive under Section 9(b)(i).

(c) General Release; Compliance with Restrictiveedants. The payment or provision of any amountseoefits under this Section 9(b)
shall be conditioned upon both (i) the Companyeim of an irrevocable Settlement Agreement, GariRelease, and Covenant Not to Sue,
in substantially the form of Addendum A attachedhis Agreement (the "Release"), that is executetiperformed by Executive (or in the
case of Executive's death, his estate, heirsgatées), (i) Executive's compliance with the teohthe Release and with the Restrictive
Covenants during the applicable time periods st fiherein. The Company may discontinue or redheeamounts or benefits under this
Section 9(b) if the Company reasonably believegstaiblishes by any legal or injunctive proceegiegnitted by the terms of this Agreem:
that there is or has been any violation by Exeeubifithe Release or any of the Restrictive Covenay such discontinuance or reduction
shall not preclude the Company from seeking anglleginjunctive relief permitted by the terms bist Agreement.
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(d) No Obligation to Mitigate; Discontinuance of@eance Benefits in

Certain Circumstances.

(i) Executive shall not be obligated to seek ousemew employment or to become saifiployed after the Employment Termination Date
the extent Executive secures full time employmemind) the 24 month period after the Employment Tiaation Date, (x) his entitlement to
any of the Benefits or Perquisites set forth irtises 9(b)(iii) and (iv) above shall be offset a&sdribed therein, and (y) his entitlement to any
additional bonus payments under Section 9(b)(vil shase. Other than as provided in Section 9jd)&low, Executive shall retain those
salary continuation benefits described in Secti@)(9 above.

(il) Notwithstanding the foregoing clause (i), eaxfithe severance benefits described in Sectiopa{bve shall terminate immediately upon
Executive's association or affiliation with, empognt by, or taking of any financial interest in @ther directly or indirectly, as principal,
agent, manager, employee, partner, shareholdectdir officer, consultant or otherwise) any disuoetailer, including, without limitation
but solely for purposes of example, WalMart StoFesnily Dollar Stores, Fred's, The 99 Cents StorRallar Tree Stores; provided,
however, that Executive's ownership of less thaa fiiercent (5%) of any class of publicly tradedusities of an entity shall not constitute a
breach of this Section 9(d).

(e) Tax Limitation on Severance Benefits. Notwidtmgting anything in this Agreement or elsewheré&dontrary, if any payment or benefit
received, to be received, or deemed received (Leqjaicable tax law) by Executive under this Agreatror under any other agreement, g
practice, or policy of the Company would (i) cong a "parachute payment" within the meaning @tiSa 280G of the Internal Revenue
Code of 1986, as amended (the "Code"), or any airoil successor provision to Section 280G, and

(i) but for this Section 9(e), be subject to theise tax imposed by Section 4999 of the Code, sueh payment or benefit shall be reduce
the largest amount which would result in no poriddisuch payment or benefit being subject to trasextax imposed by Section 4999 of the
Code.

10. [Intentionally Deleted]

11. Confidential Information. Executive acknowleddkat, as a result of his relationship with thenpany, he has and will continue to have
access to the trade secrets and confidential irgftbom and proprietary know-how of the Company (Wit the Restrictive Covenants
includes the Company's subsidiaries and affiliabess customers or clients that is confidentimgprietary, or a trade secret ("Confidential
Information™). At all times, both during and aftéie Term, Executive shall keep and retain in canfie and not disclose to any other person,
except as required in the course of his employméhtthe Company, or use for his personal benefihe benefit of any other person, any
Confidential Information.

(a) Examples of Confidential Information. Confidahtnformation includes
(i) the Company's standard operating proceduresggses, pricing practices, formula,

9



know-how, or scientific, technical, or product infeation, whether or not patentable or otherwisegmtable, which is of value to the
Company and not generally known by the Companyigpatitors, (ii) all confidential information obtaid from other persons, vendors, and
service providers concerning their products, pgeiusiness arrangements with the Company, busisessequipment specifications, (iii)
confidential business information of the Compangjuding marketing and business plans, strategiegections, business opportunities,
vendor information, identities, or contact inforioat sales and costs information, internal finahsiatements or reports, profit, loss, or
margin information, and customer or client priceofmation, and (iv) other information designatedthg Company or deemed by law to be
confidential information.

(b) Confidentiality Policies; Return of Propertyuiing the Term Executive shall comply with all eayge policies and procedures establi
by the Company to protect Confidential Informatiéithe Employment Termination Date, and otherveisthe Company's request, Execu
shall promptly return to the Company all Confidahthformation and other property of the Compamn¢fible and intangible) then in
Executive's possession or control.

12. Noncompete Executive agrees that, during the Term and fontwéur months following the Employment TerminatiDate, he will no
directly or indirectly, compete with the Companyfdrpviding to any company that operates in statesghich Dollar General operates at the
Employment Termination Date and that is a discoetgiler, including, without limitation but solefgr purposes of example, WalMart Stoi
Inc., Family Dollar Stores, Fred's, The 99 Centw&br Dollar Tree Stores, services substantiafhjlar to the services provided by Execu
during his last two years of employment with Compdixecutive shall not be obligated to abide byftregoing covenant if the Company
defaults in the payment of any severance compeamsatibenefits.

13. Nonsolicitation. In consideration of the mutpadmises in this Agreement, the sufficiency of ethis acknowledged by the Parties,
Executive agrees that, during the Term and ford¥secutive months after the Employment Terminaiate, Executive will not, directly or
indirectly, as principal, agent, manager, employpegtner, shareholder, director, officer, consuljtanotherwise hire or employ any current or
former (defined as employed by the Company within20 days preceding the Employment TerminatioreDernployee of the Company or
any of the Company's subsidiaries or affiliates #ra known by Executive to be such, or use orakgcto any person, partnership,
association, corporation or other entity any infation obtained while employed by the Company camiogrthe names, addresses, salarie
performance evaluations of employees of the Compamngny of its subsidiaries or affiliates. Thetiarintend the above restrictions on
competition to be completely severable and independ@nd any invalidity or unenforceability of aoiye or more such restrictions shall not
render invalid or unenforceable any one or morthefother restrictions.
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14. Reformation; Severability; Injunctive Relief.

(a) Reformation. The Parties intend all provisiohghe Restrictive Covenants to be enforced tdiulest extent permitted by law.
Accordingly, should a court of competent jurisdictidetermine that the scope of any provision ofRhstrictive Covenants is too broad to be
enforced as written, based on their duration, sob@etivities, or otherwise, the Parties intendtttne court reform the provision to such
narrower scope as it determines to be reasonabllers#forceable. The Parties agree that each ofgieements set forth in the Restrictive
Covenants constitutes a separate agreement indempgnsgupported by good and adequate consideraial, be severable from the other
provisions of this Agreement, and (with this Seetid) shall survive the expiration or terminatidrthds Agreement or Executive's
employment under this Agreement. Executive agreaisthe Company shall be entitled to enforce amlyainof Executive's covenants
contained in the Restrictive Covenants, regardiésise existence of any claim or cause of actioBxd#cutive against the Company, whether
predicated on this Agreement or otherwise, and staim or cause of action shall not constitute fuige to the enforcement by the Company
of any of the Restrictive Covenants.

(b) Severability. If any provision of this Agreentés held to be illegal, invalid, or unenforceableder present or future laws, (i) such
provision shall be fully severable, (ii) this Agmeent shall be construed and enforced as if suetll invalid, or unenforceable provision
never constituted a part of this Agreement, arigtfie remaining provisions of this Agreement shafhain in full force and effect and shall
not be affected by the illegal, invalid, or unemfeable provision or by its severance from this &grent. Furthermore, in lieu of such illegal,
invalid, or unenforceable provision, there shalbbleled as part of this Agreement a provision agasimn its terms to such illegal, invalid, or
unenforceable provision as may be possible anddwsd,lvalid, and enforceable.

(c) Injunctive Relief. Executive acknowledges thi#cllty in forecasting damages arising from thredch of any of the Restrictive Covens
and that the Company may be irreparably harmeeliyeTherefore, Executive agrees that the Complaal Ise entitled to elect to enforce
each of the Restrictive Covenants by means of atjua relief or an order of specific performancel dmat such remedy shall be available in
addition to all other remedies available at lavinoequity to the Company, including the recoveryamages from Executive's agents or
affiliates involved in such breach.

15. Disputes. Any dispute or question arising dudraelating to this Agreement, that cannot othieenbe resolved, shall be resolved by
proceedings before any court of proper jurisdictioaccordance with this Agreement.

16. Successors and Assigns; Survival of Rights@iplihations.

(a) Binding Agreement; Executive's Personal Agresniehis Agreement shall be binding upon and intarthe benefit of Executive and his
heirs and legal
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representatives and the Company and its succemsdrassigns. Executive's rights and obligationgutids Agreement are personal and may
not be assigned or transferred in whole or in pgiExecutive (except that his rights may be tramsteupon his death by will, trust, or the
laws of intestacy).

(b) The Company's Successor. The Company will recany successor to all or substantially all oflibsiness and assets of the Company
(whether direct or indirect, by purchase, mergensolidation or otherwise) to expressly assumeagnde to perform this Agreement in the
same manner and to the same extent that the Comyarigl be required to perform it if no such suceas$iad taken place; except that no
such assumption and agreement will be requirdteisuccessor is bound by operation of law to perfiis Agreement. In this Agreement,
the term "Company" shall include any successoinéoGompany's business and assets that assumegraed & perform this Agreement
(either by agreement or by operation of law).

(c) Survival. The respective rights and obligationghe Parties under this Agreement (includingtides 8 through 14) shall survive the
expiration or termination of the Term to the exteatessary to give full effect to those rights ahligations.

17. Additional Obligations. During and after therfie Executive shall, upon reasonable notice fromm@Gmpany, furnish the Company with
such information as may be in Executive's possaesaiad cooperate with the Company as may reasobahbigquested by the Company, in
connection with any legal or governmental procegslim which the Company or any of its affiliate®ianay become a party. During his
employment hereunder, the reimbursement of Exegstixpenses shall be governed by Section 5;tafteination of his employment, the
Company shall reimburse Executive for his reasanakpenses in fulfilling his obligations under tBisction 16.

18. Miscellaneous.

(a) Notices. Any notice, consent, demand, reqaggiroval, or other communication to be given urbiesr Agreement by one Party to the
other ("Notice") must be in writing and must beheit (i) personally delivered,

(i) mailed by registered or certified mail, postggrepaid with return receipt requested, (iii) deled by same-day or overnight courier
service, or (iv) delivered by facsimile transmissim any event to the address or number set fmttw or to such other address or number as
may be designated by either or both of the Pafitigs time to time in accordance with this Sectiatie):

If to the Company: Dollar General Corporation

Attn: General Counsel's Offi ce
100 Mission Ridge
Goodlettsville, Tennessee 370 72-2171

Facsimile: 615/855-5180
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If to Executive: At the address beneath Executisigiaature hereto.

Notices delivered personally or by courier senghall be deemed given and received as of actueipte®otices mailed as described ab
shall be deemed given and received three busirsssadter mailing or upon actual receipt, whichesezarlier. Notices delivered by
facsimile transmission shall be deemed given aodived upon receipt by the sender of the transorissonfirmation. If Executive's Notice
information changes, he will immediately notify Cpamy.

(b) Entire Agreement. This Agreement, including gddenda (which are integral parts of this Agreety)eupersedes any and all other
agreements and understandings of any kind, eitlaioo written, between the Parties with respe¢h®subject matter of this Agreement and
contains all of the covenants and agreements battheeParties with respect to the subject mattéhniefAgreement.

(c) Modification. Except as stated in the next eang, no change or modification of this Agreeméatide valid or binding upon the Parties,
nor shall any waiver of any term or condition bebguling, unless the change or modification or waig in writing and signed by the Parti

(d) GOVERNING LAW; CONSENT TO FORUM. THIS AGREEMENHAS BEEN NEGOTIATED, EXECUTED, AND DELIVERED Al
AND SHALL BE DEEMED TO HAVE BEEN MADE IN DAVIDSON @UNTY, TENNESSEE. THIS AGREEMENT SHALL BE
GOVERNED BY, ENFORCED UNDER, AND CONSTRUED IN ACC@RNCE WITH THE LAWS OF THE STATE OF TENNESSEE.
AS PART OF THE CONSIDERATION FOR THIS AGREEMENT, ANREGARDLESS OF ANY PRESENT OR FUTURE DOMICILE
OR PRINCIPAL PLACE OF BUSINESS OF EXECUTIVE, EXECWE HEREBY CONSENTS AND AGREES THAT THE COURTS IN
DAVIDSON COUNTY, TENNESSEE, SHALL HAVE JURISDICTIONO HEAR AND DETERMINE ANY JUDICIAL DISPUTES
BETWEEN THE PARTIES OR OTHER MATTERS EXPRESSLY PERNIED BY THIS AGREEMENT TO BE LITIGATED IN A
COURT. EXECUTIVE EXPRESSLY SUBMITS AND CONSENTS IADVANCE TO SUCH JURISDICTION IN ANY ACTION OR
SUIT COMMENCED IN ANY SUCH COURT AND HEREBY WAIVERNY OBJECTION WHICH EXECUTIVE MAY HAVE BASED
UPON LACK OF PERSONAL JURISDICTION, IMPROPER VENUBR FORUM NON CONVENIENS.

(e) Counterparts. This Agreement may be executedunterparts, each of which constitutes an orlghna all of which constitute one
document.

(f) Gender. Whenever the context requires, wordhimAgreement denoting gender shall include thsculine, feminine, and neuter.
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(g) Estate. If Executive dies during his employmesteunder, any amounts due him from the Compadgrnuhis Agreement as of the date of
his death shall be paid to his estate, heirs,gatées.

(h) Waiver of Breach. Any waiver by a Party of @édch of any provision of this Agreement by the o®Party shall not operate or be
construed as a waiver of any other or any subsédmueach.

(i) Certain Defined Terms. As used in this Agreeméh"person” means an individual or any corpmnat partnership, trust, unincorporated
association, or other legal entity, whether actimgn individual, fiduciary, or other capacity, amdy government, court, or other
governmental agency, (ii) "include" and "includirgiall not denote or signify any limitation, (ifpusiness day" means any Monday through
Friday other than any such weekday on which thewiee offices of the Company are closed, and'@8ction" is a reference to a Section in
this Agreement, unless otherwise stated, and (fijidée" of a person means any other person cdimigy controlled by, or under common
control with that first person (and for this purpp$control” and correlative terms mean the powatitect the management of the business
and affairs of a person). In addition, the useines&"annual” or "monthly” (or similar terms) tadicate a measurement period shall not itself
be deemed to grant rights to Executive for emplaynee compensation for such period.

(j) Captions and Section Headings. Captions antid®eor subsection headings used herein are forea@ance only and are not a part of this
Agreement and shall not be used in any constructidhis Agreement.

(Signature Page Follows)
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IN WITNESS WHEREOF, the Parties have executedAlieement as of the date first above written.

The Company: DOLLAR GENERAL CORPORATION

By: /'s/ Susan S. Lani gan
Nare: Susan S. Lani gan
Title: Vi ce President, General Counsel

and Secretary

Executi ve: DONALD S. SHAFFER

/'s/ Donald S. Shaffer

Addr ess: 515 Westvi ew Avenue
Nashvill e, Tennessee 36205

Facsimle: 615/ 463-7956

EXECUTIVE EMPLOYMENT AGREEMENT - Signature Page
DALLAS 1197233v6
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ADDENDUM A
Settlement Agreement, General Release, and Covendyitt to Sue

[See attachec



SETTLEMENT AGREEMENT,
GENERAL RELEASE, AND COVENANT NOT TO SUE

This Settlement Agreement, General Release, andri@m Not to Sue ("Agreement") is made and entiettecas of the day of
, 200___, by and between Donald Sf&@haExecutive") and Dollar General Corporatiorif@nnessee corporation (t
"Company"), both of which are hereinafter colleetivreferred to as the "parties.”

Recitals

WHEREAS, Executive was employed as the Companytmé€hief Executive Officer, President and Chigfeating Officer pursuant to tl
terms and conditions of that certain Executive Exyplent Agreement, dated as of November __, 20@2"Employment Agreement"), by
and between Executive and the Company;

WHEREAS, Executive's employment under the Employidgmneement shall terminate or has terminated&éffec 200 (t
"Termination Date"); and ------------

WHEREAS, the parties desire to settle fully ancfiyy in the manner set forth herein, all differeadetween them which have arisen, or
which may arise, prior to, or at the time of, tixeeution of this Agreement, including, but in noywimited to, any and all claims and
controversies arising out of the Employment Agreetyihe employment relationship between Executihethe Company, and the cessation
or termination thereof;

Agreement

NOW, THEREFORE, in consideration of the Recitald #re mutual promises, covenants and agreemerfsrgeherein, the parties coven
and agree as follows:

1. Executive, for himself and on behalf of his et&ys, heirs, legatees, assigns, successors, exgecutd administrators, IRREVOCABLY
AND UNCONDITIONALLY RELEASES, ACQUITS, AND FOREVEMISCHARGES the Company, its current and former ipiare
subsidiary, affiliated, and related corporatiomsn$§, associations, partnerships, limited liabittympanies, and other entities, their successors
and assigns, and the current and former owners bmesnshareholders, managers, directors, offiparsners, employees, agents, attorneys,
representatives, and insurers of said corporatfonss, associations, partnerships, limited lidpitompanies, and other entities, and their
guardians, successors, assigns, heirs, executatsideninistrators (hereinafter collectively referte as the "Releasees"), from any and all
claims, complaints, grievances, liabilities, obtigas, promises, agreements, damages, causedaf,a@hts, debts, demands, controversies,
costs, losses, damages, and expenses (includitiputiimitation, attorneys' fees and expenses)tsdever (collectively, "Claims™) under &
municipal, local, state, or federal law, commors@atutory -- including, but in no way limited tola@ns under the Age Discrimination in
Employment Act of 1967, 29 U.S.C. ss. 621, et sefpr any actions or omissions whatsoever, whekinemn or

unknown, that ar



connected with or related to the Employment Agresmntae employment of Executive by the Companythercessation or termination
thereof, which existed or may have existed pripotacontemporaneously with, the execution of &dgseement. Executive does not, howe'
release, acquit, or discharge the Releasees frgr€lamm arising out of any nonperformance or faltw perform by the Company of any of
its obligations under this Agreement or any Claioh connected with or related to the Employment &grent, the employment of Executive
by the Company, or the cessation or terminatioretife

2. Executive, for himself and on behalf of his at&ys, heirs, legatees, assigns, successors, exgecatd administrators, COVENANTS N(
TO SUE OR OTHERWISE CONSENT TO PARTICIPATE IN ANYCAION AGAINST, any of the Releasees based uponddrlye Claims
released in paragraph 1 of this Agreement.

3. Executive waives and releases forever any nghights he might have to employment, reemploymenteinstatement with the Company
or any of the other Releasees, except as may b@prbunder the terms of this Agreement.

4. Upon the expiration of seven (7) days after Bxge's execution of this Agreement, the Companmgag|to begin to pay or provide
Executive the severance payments and benefits Buiion 8 of the Employment Agreement in accordamith the surviving terms of the
Employment Agreement.

5. The parties hereto recognize that, by entenitgthis Agreement, the Company and each otheraReéedoes not admit, and does
specifically deny, any violation of any local, €tabr federal law, common or statutory. The pafiigter recognize that this Agreement has
been entered into in release and compromise oCéaiyns which might be asserted by Executive in eation with his employment by the
Company, or the termination thereof, and to avb@expense and burden of any litigation relatetetbe

6. The parties acknowledge and agree that in thatduxecutive materially breaches any provisionthisf Agreement, (a) Executive will
indemnify and hold the Company harmless from araire any and all resulting damages, expense seritwurred by the Company
(including, without limitation, attorneys' fees aexpenses), (b) Executive will immediately repayht® Company in full any payments made
to him under the provisions (including, without itation, paragraph 4) of this Agreement, and (e)@ompany will be entitled to file
counterclaims against Executive for breach of theenant not to sue and may recover from Executiyepayment not repaid to the
Company, as required by clause (b) of this pardgfams well as any and all other resulting aatnaionsequential damages.

7. One or more waivers of a breach of any covertant), or provision of this Agreement by eithertpahall not be construed as a waiver
subsequent breach of the same covenant, termowisfum, nor shall it be considered a waiver of ather then existing or subsequent breach
of a different covenant, term, or provision.

8. If any provision or term of this Agreement idchto be illegal, invalid, or unenforceable, (agkprovision or term shall be fully severable,
(b) this Agreement shall be construed and enfoaseifl such illegal, invalid, or unenforceable psion had neve



constituted part of this Agreement, and (c) theaiging provisions of this Agreement shall remairiith force and effect and shall not be
affected by the illegal, invalid, or unenforceaptevision or by its severance from this Agreemé&ntthermore, in lieu of each such illegal,
invalid, or unenforceable provision or term thenalkbe added automatically as a part of this Agrert another provision or term as similar
to the illegal, invalid, or unenforceable provisias may be possible and that is legal, valid, arfidreeable.

9. The parties agree that any dispute arising omitributable to this Agreement shall be subfec¢he arbitration provisions (and to the s:
extent and with the same limitations) set fortithia Employment Agreement; provided, however, nditsténding anything set forth herein or
set forth in the Employment Agreement to the caogtrine Company shall have the right to sue focBmeperformance of this Agreement ¢
for declaratory and injunctive relief.

10. Either party may revoke this Agreement, witkiven (7) days of the date of its execution by Httee (the "Revocation Period"), by
written notice to the other party. Executive agried if he revokes this Agreement, he shall rezaiwne of the benefits provided for under its
terms or the surviving terms of the Employment Asgnent. Executive further understands and agreésuthiass the Company receives from
Executive, prior to the expiration of the Revocatieriod, written notice of his revocation of thigreement, this Agreement and all of its
terms shall have full force and effect, and Exe@ushall have forever waived his right to revokis thgreement.

11. This Agreement and the terms of the Employm@néement that survive the cessation or terminatfdixecutive's employment
thereunder constitute the entire agreement of déinegys, and supersede all prior and contemporanesgstiations and agreements, oral or
written, between the parties. All prior and contemgmeous negotiations and agreements are deenm@ganated and merged into this
Agreement and are deemed to have been abandometdsid incorporated. No representations, oral dtem;, are being relied upon by either
party in executing this Agreement other than theress representations of this Agreement and thastef the Employment Agreement that
survive the cessation or termination of Executie@gloyment thereunder. This Agreement cannot bagdd or terminated without the
express written consent of the parties.

12. This Agreement shall be governed by and coedtii accordance with the laws of the State of €ssee, except where preempted by
federal law.

13. By executing this Agreement, Executive acknogés that (a) this Agreement has been reviewedhinthby a representative of the
Company, (b) he has had at least twenty-one (219 ttaconsider the terms of the Agreement and basidered its terms for that period of
time or has knowingly and voluntarily waived hight to do so, (c) he has been advised by the Coyripamriting to consult with an attorney
regarding the terms of the Agreement, (d) he haswted with, or has had sufficient opportuniticemsult with, an attorney of his or her o
choosing regarding the terms of this Agreementafg)and all questions regarding the terms ofAlgieement have been asked and answ
to his or her complete satisfaction, (f) he haslithis Agreement and fully understands its terntstarir import, (g) except as provided by
this Agreement, he has no contractual right onelai the benefits described herein, (h)



consideration provided for herein is good and Malleigand (i) he is entering into this Agreemenuwtérily, of his own free will, and without
any coercion, undue influence, threat, or intimimabf any kind or type whatsoever.

(Signature Page Follow



EXECUTED in Nashville, Tennessee, this ___ day of , 2002.

EXECUTIVE:

EXECUTED in Nashville, Tennessee, this day of , 2002.

DOLLAR GENERAL CORPORATION

By:
Name:
Title:
End of Filing
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