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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended August 1, 2008
Commission File Number: 00111421

DOLLAR GENERAL CORPORATION
(Exact Name of Registrant as Specified in Its Ghrart

TENNESSEE 61-0502302
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

100 MISSION RIDGE

GOODLETTSVILLE, TN 37072
(Address of principal executive offices, zip code)

(615) 8554000

(Registrant’s telephone number, including area gode

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Secti or 15
(d) of the Securities Exchange Act of 1934 durimg preceding 12 months (or for such shorter pahatithe
Registrant was required to file such reports), @das been subject to such filing requirementsHe past 90 days.
Yes [X] No[ ]

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, macelerate
filer, or a smaller reporting company. See therddins of “large accelerated filer,” “accelerat#dr,” and “smaller
reporting company” in Rule 12b-2 of the Exchangé. Ac

Large accelerated filer [ ] Accelerated filer [
Non-accelerated filer [X] Smaller reporting company [

Indicate by check mark whether the Registrantskedl company (as defined in Rule 12b-2 of the Excje
Act). Yes[ ] No [X]

The Registrant had 555,876,560 shares of commak,s$0.50 par value per share, outstanding as gtisiu
29, 2008.




ITEM 1.

PART I—FINANCIAL INFORMATION

FINANCIAL STATEMENTS.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

August 1, February 1,
2008 2008
ASSETS (Unaudited) (see Note 1)
Current assets:
Cash and cash equivalents $ 261,630 $ 100,209
Short-term investments 2,597 19,611
Merchandise inventories 1,490,063 1,288,661
Income taxes receivable 12,829 32,501
Deferred income taxes 17,395 17,297
Prepaid expenses and other current assets 68,287 59,465
Total current assets 1,852,801 1,517,744
Net property and equipment 1,266,722 1,274,245
Goodwill 4,344,93C 4,344,93C
Intangible assets, net 1,347,948 1,370,557
Other assets, net 97,389 148,955
Total assets $ 8,909,79C $ 8,656,431
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations $ 2,999 $ 3,246
Accounts payable 818,246 551,040
Accrued expenses and other 341,728 300,956
Income taxes payable 1,744 2,999
Total current liabilities 1,164,717 858,241
Long-term obligations 4,177,61C 4,278,756
Deferred income taxes 483,867 486,725
Other liabilities 305,636 319,714
Redeemable common stock 11,157 9,122
Shareholders’ equity:
Preferred stock - -
Common stock 277,712 277,741
Additional paid-in capital 2,484,606 2,480,062
Retained earnings (accumulated deficit) 28,816 (4,818
Accumulated other comprehensive loss (24,331 (49,112
Total shareholders’ equity 2,766,803 2,703,873
Total liabilities and shareholders’ equity $ 8,909,79C $ 8,656,431

See notes to condensed consolidated financialns&tes.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands)
Successor Predecessor
July 7, 2007 May 5, 2007
13-weeks ended through through
August 1, 2008 August 3, 2007 (a) July 6, 2007
Net sales $ 2,609,384 $ 699,078 $ 1,648,486
Cost of goods sold 1,851,349 514,355 1,209,971
Gross profit 758,035 184,723 438,515
Selling, general and administrative 614,980 190,440 388,839
Transaction and related costs - 308 95,791
Operating profit (loss) 143,055 (6,025) (46,115)
Interest income (1,217) (1,033) (2,473)
Interest expense 99,434 36,520 4,132
Other (income) expense 292 (567) -
Income (loss) before income taxes 44,546 (40,945) (47,774)
Income tax expense (benefit) 16,828 (14,995) (4,906)
Net income (loss) $ 27,718 $ (25,950) $ (42,868)

(@) Includes the results of operations of Buck AcqigsitCorp. for the period from May 5, 2007 througity), 2007, prior to its merger wi
and into Dollar General Corporation (reflecting thhenge in fair value of interest rate swaps), thedoost-merger results of Dollar

General Corporation for the period from July 7, 28rough August 3, 2007. See Note 1.

See notes to condensed consolidated financialnstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands)

Successor Predecessor
July 7, 2007 February 3, 2007

26-weeks ended through through

August 1, 2008 August 3, 2007 (a) July 6, 2007
Net sales $ 5,012,882 $ 699,078 $ 3,923,753
Cost of goods sold 3,561,770 514,355 2,852,178
Gross profit 1,451,112 184,723 1,071,575
Selling, general and administrative 1,197,186 190,440 960,930
Transaction and related costs - 308 101,397
Operating profit (loss) 253,926 (6,025) 9,248
Interest income (2,174) (1,033) (5,046)
Interest expense 200,305 36,520 10,299
Other (income) expense 590 1,448 -
Income (loss) before income taxes 55,205 (42,960) 3,995
Income tax expense (benefit) 21,571 (15,785) 11,993
Net income (loss) $ 33,634 $ (27,175) $ (7,998)

(a) Includes the results of operations of Buck AcqigsitCorp. for the period from March 6, 2007 (itsrfation) through July 6, 2007, prior
to its merger with and into Dollar General Corpanatreflecting the change in fair value of intdrete swaps), and the post-merger
results of Dollar General Corporation for the pdritom July 7, 2007 through August 3, 2007. See=Not

See notes to condensed consolidated financialrstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)
Successor Predecessor
July 7, 2007 February 3, 2007
26-weeks ended through through
August 1, 2008  August 3, 2007 (a) July 6, 2007
Cash flows from operating activities:
Net income (loss) $ 33,634 $ (27,175) $ (7,998)
Adjustments to reconcile net income (loss) to rashc
provided by (used in) operating activities:
Depreciation and amortization 122,023 25,575 83,917
Deferred income taxes (18,208) (14,378) (20,874)
Noncash LIFO charge 16,037 - -
Noncash share-based compensation 4,516 1,170 45,433
Tax benefit from stock option exercises (475) - (3,927)
Noncash unrealized gain on interest rate swap - (4,739) -
Change in operating assets and liabilities:
Merchandise inventories (217,439) (27,027) 16,424
Prepaid expenses and other current assets 60]6,0 (8,711) (6,184)
Accounts payable 262,415 (28,439) 34,794
Accrued expenses and other liabilities 68,692 26,254 52,995
Income taxes 18,892 (2,188) 2,809
Other 12,497 15 4,557
Net cash provided by (used in) operating activities 296,524 (59,643) 201,946
Cash flows from investing activities:
Merger, net of cash acquired - (6,724,370) -
Purchases of property and equipment (80,100) (11,400) (56,153)
Purchases of short-term investments (9,903) - (5,100)
Sales of short-term investments 58,950 1,000 9,505
Purchases of long-term investments - (4,662) (15,754)
Proceeds from sale of property and equipment 683 162 620
Net cash used in investing activities (30,370) (6,739,270) (66,882)
Cash flows from financing activities:
Issuance of common stock - 2,765,443 -
Issuance of long-term obligations - 4,176,817 -
Repayments of long-term obligations (2,195) (210,298) (4,500)
Borrowings under revolving credit facilities - 432,300 -
Repayments of borrowings under
revolving credit facilities (102,500) (132,300) -
Debt issuance costs - (109,379) -
Payment of cash dividends - - (15,710)
Proceeds from exercise of stock options - - 41,546
Repurchases of common stock (513) - -
Tax benefit of stock options 475 - 3,927
Net cash provided by (used in) financing activities (104,733) 6,922,583 25,263
Net increase in cash and cash equivalents 161,421 123,670 160,327
Cash and cash equivalents, beginning of period 100,209 - 189,288
Cash and cash equivalents, end of period $ 261,630 $ 123,670 $ 349,615




Supplemental schedule of noncash investing and
financing activities:
Purchases of property and equipment awaiting

processing for payment, included in Accounts pagabl $ 25,24C  $ 10,183 $ 13,544
Purchases of property and equipment under cap#akl

obligations $ 2314 $ 540 $ 1,036
Expiration of equity repurchase rights $ 2548 % - $ -
Exchange of shares and stock options in business

combination $ - $ 7,685 $ -

(@) Includes the results of operations of Buck AcqigsitCorp. for the period from March 6, 2007 (itsrfation) through July 6, 2007, prior
to its merger with and into Dollar General Corpamaf(reflecting the change in fair value of inténete swaps), and the post-merger
results of Dollar General Corporation for the pdrimom July 7, 2007 through August 3, 2007. SeesNot

See notes to condensed consolidated financialrstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
(Unaudited)

1. Basis of presentatior

The accompanying unaudited condensed consolidetaadcial statements of Dollar General Corporatind a
its subsidiaries (the “Companyfiave been prepared in accordance with accountingiples generally accepted in-
United States of America (“U.S. GAAP”) for interifimancial information and are presented in accocdamith the
requirements of Form 10-Q and Rule 10-01 of Regure®-X. Such financial statements consequentlgatanclude
all of the disclosures normally required by U.S.AAor those normally made in the Company’s Annugpdtt on
Form 10-K. Accordingly, the reader of this Quastdeport on Form 10-Q should refer to the Compaminual
Report on Form 10-K for the fiscal year ended Fabrd, 2008 for additional information.

The Company was acquired on July 6, 2007 througlerger with Buck Acquisition Corp. (“Buckgccounter
for as a reverse acquisition (the “Merger”). Theryg was funded primarily through debt financingd aash equity
contributions from investment funds affiliated wKlohlberg Kravis Roberts & Co., L.P. (“*KKR”), GS @isal
Partners VI Fund, L.P. and affiliated funds (adfiés of Goldman, Sachs & Co.), Citi Private Equitiellington
Management Company, LLP, CPP Investment Board (UBREc. and other equity co-investors (collectiyehe
“Investors”). Although the Company continued asshee legal entity after the Merger, the accompangondensed
consolidated financial statements are presentethétPredecessor” and “Successor” relating tgoréods preceding
and succeeding the Merger, respectively, as fotlows

All periods presented for the Successor, includiveg2008 periods, reflect the Merger of the Comg
and Buck, as a result of the Company applying pseltaccounting and a new basis of accounting
beginning on July 7, 2007.

The 2007 1-week period presented includes the Predecessadparithe Company from May 5, 20

to July 6, 2007 and the post-Merger Successor géraon July 7, 2007 to August 3, 2007. The
consolidated financial statements for the Predecgs=iods have been prepared using the pre-merger
historical basis of accounting for the Company aAgsult of purchase accounting, the pre-Merger anc
post-Merger financial results are not comparable.

The 2007 2-week period presented includes the Predecessadpafrithe Company from February
2007 to July 6, 2007 and the post-Merger Succqssiod from July 7, 2007 to August 3, 2007.

The results of operations of Buck for the periamrirMarch 6, 2007 (its formation) to July 6, 2(

(prior to its merger with and into the Company aty B, 2007) also are included in the condensed
consolidated financial statements of the Succdssahe periods described above, where applicase,
a result of certain derivative financial instrunseantered into by Buck prior to the Merger as ferrth
described in Note 3. Prior to the Merger, Buck hadssets, liabilities, or operations other than th
derivatives.




The accompanying unaudited condensed consolidetaadcial statements have been prepared in accagdanc
with the Company’s customary accounting practidesmanagemens’ opinion, all adjustments (which are of a nor
recurring nature) necessary for a fair presentaifdhe consolidated financial position for the @aeting periods
presented for the Predecessor, Successor and Buldsaribed above, have been made. Because thea@pmsp
business is moderately seasonal, the financialtsefgw interim periods are not necessarily indigabf the results to
be expected for the entire year.

The condensed consolidated balance sheet as afdfglr, 2008 has been derived from the audited
consolidated financial statements at that datelbes not include all of the information and noesguired by U.S.
GAAP for complete financial statements.

The preparation of financial statements in confoymiith U.S. GAAP requires the Company to makeneate:
and assumptions that affect the amounts reportdteicondensed consolidated financial statememtaarompanyin
notes. The Company uses the last-in, first-out @Q)Imethod of valuing inventory. An actual valuatimiinventory
under the LIFO method can be made only at the éedah year based on the inventory levels and edstat time.
Accordingly, interim LIFO calculations are basedmanagement’s estimates of expected year-end ionelavels,
sales for the year and the expected rate of infiadieflation for the year and are thus subjectfaosiment in the final
year-end LIFO inventory valuation. As a result ofranodity-related inflationary cost pressures exgered by the
Company in the 13-week period ended August 1, 2808.its expectations of continued inflation, thar@any
recorded a $16.0 million LIFO charge in the 13-wpekiod ended August 1, 2008. In addition, ong@stymates of
inventory shrinkage and initial markups and markds\are included in the interim cost of goods saldwdation.

Certain financial statement amounts relating torgperiods have been reclassified to conform tactiveent
period presentation.

As discussed in Note 3, effective February 2, 20@8Company changed its accounting for the faneaif
certain financial assets and liabilities in conm@ttvith the adoption of Financial Accounting Stards Board
(“FASB”) Statement of Financial Accounting StandaftiSFAS”) No. 157, “Fair Value Measurements.” Tddoption
resulted in a $4.7 million decrease in liabilitydreces associated with interest rate swaps thalonepany uses to
manage interest rate risk, with the offset refldeteother comprehensive income.

In May 2008, the FASB issued SFAS No. 162, “Theréliehy of Generally Accepted Accounting Principles.
SFAS 162 identifies the sources of accounting jgrles and the framework for selecting the pringplsed in the
preparation of financial statements of nongoverraleantities that are presented in conformity itls. GAAP (the
GAAP hierarchy). SFAS 162 will be effective 60 ddgdowing the approval by the Securities and Exaea
Commission (the “SEC”) of the Public Company Accting Oversight Board (the “PCAOB”) amendments to AU
Section 411, “The Meaning of Present Fairly in @onfity With Generally Accepted Accounting PrincipleThe
Company plans to adopt SFAS 162 once it is effecivd does not expect this standard to materiajbact its
financial statements.




2. Comprehensive income (loss

Comprehensive income (loss) consists of the folhgwi

Successor Predecessor
July 7, 2007 May 5, 2007
13- weeks ended through through
(in thousands) August 1, 2008 August 3, 2007 (a) July 6, 2007
Net income (loss) $ 27,71¢ % (25,950 % (42,868
Unrealized net gain on hedged transactions, n
income taxes (see Note 3) 6,30¢ - -
Reclassification of net loss on derivatives - - 30
Comprehensive income (loss) $ 34,02¢ $ (25,9500 % (42,838
Successor Predecessor
July 7, 2007 February 3, 2007
26-weeks ended through through
(in thousands) August 1, 2008 August 3, 2007 (b) July 6, 2007
Net income (loss) $ 3363¢ % (27,175,  $ (7,998
Unrealized net gain on hedged transactions, n
income taxes (see Note 3) 24,781 - -
Reclassification of net loss on derivatives - - 76
Comprehensive income (loss) $ 58,41t  $ (27,175  $ (7,922

(@) Includes results of operations for Buck fromyMia 2007 through July 6, 2007. See Note 1.
(b) Includes results of operations for Buck fromrita6, 2007 through July 6, 2007. See Note 1.

3. Assets and liabilities measured at fair valur

On February 2, 2008, the Company adopted compooné&BAS No. 157, “Fair Value MeasurementSFAS
157 defines fair value, establishes a frameworkrfeasuring fair value, and expands disclosurestdbmwalue
measurements. SFAS 157 applies to reported badhatare required or permitted to be measuré&lratalue unde
existing accounting pronouncements. Accordinglg,standard does not require any new fair value oneasents of
reported balances.

SFAS 157 emphasizes that fair value is a marketebageasurement, not an entity-specific measurement.
Therefore, a fair value measurement should berméated based on the assumptions that market paatits would
use in pricing the asset or liability. As a bdsisconsidering market participant assumptionsainvalue
measurements, SFAS 157 establishes a fair valuarbing that distinguishes between market partidipaaumptions
based on market data obtained from sources indepénéithe reporting entity (observable inputs &t classified
within Levels 1 and 2 of the hierarchy) and theoréipg entity’s own assumptions about market padint
assumptions (unobservable inputs classified witlevel 3 of the hierarchy).




Level 1 inputs utilize quoted prices (unadjustedactive markets for identical assets or liab#itikat the
Company has the ability to access. Level 2 inprgsrgputs other than quoted prices included in Léuwbat are
directly or indirectly observable for the assetiability. Level 2 inputs may include quoted prides similar assets
and liabilities in active markets, as well as irgptltat are observable for the asset or liabilithidothan quoted prices),
such as interest rates, foreign exchange ratesyialidcurves that are observable at commonly gquoteervals. Level
3 inputs are unobservable inputs for the asseabitity, which are typically based on an entitp\wn assumptions, as
there is little, if any, related market activity. ihstances where the determination of the fame@heasurement is
based on inputs from different levels of the falue hierarchy, the level in the fair value hiehgravithin which the
entire fair value measurement falls is based onalest level input that is significant to the faalue measurement in
its entirety. The Company’s assessment of the feognice of a particular input to the fair value m@@ment in its
entirety requires judgment and considers factoesifip to the asset or liability.

In April 2007, Buck entered into interest rate sgamntingent upon the completion of the Mergeraquortior
of the loans anticipated to result from the MerJdrese swaps were designated as cash flow hed@atober 2007.
As a result of these swaps, the Company is payirgllan fixed interest rate of 7.683% on a notibaaount equal to
$1.46 billion as of August 1, 2008. As of Augus2807, the instruments had not been designateddgebk and,
therefore, unrealized gains of $6.8 million and7$4illion for the respective Successor periods dnilegust 3, 2007
have been recognized in Other (income) expendeeicdndensed consolidated statements of operataftesting the
changes in fair value of the swaps.

In February 2008, the Company entered into an iaddit interest rate swap, which was designatedcasia
flow hedge at its inception, resulting in the Compaaying an all-in fixed interest rate of 5.58%abnotional amount
of $350.0 million as of August 1, 2008. The Compasgs interest rate swaps to manage its interestisé.

The valuation of the Company’s derivative finananstruments is determined using widely acceptddaten
techniques, including discounted cash flow analgsishe expected cash flows of each derivatives @halysis
reflects the contractual terms of the derivativesluding the period to maturity, and uses obsdevatarket-based
inputs, including interest rate curves. The failues of interest rate swaps are determined ussmgarket standard
methodology of netting the discounted future fixagh payments (or receipts) and the discountecctegbgariable
cash receipts (or payments). The variable cashipisc(or payments) are based on an expectatitutwok interest
rates (forward curves) derived from observable mftirkerest rate curves.

To comply with the provisions of SFAS 157, the Camp incorporates credit valuation adjustments to
appropriately reflect both its own nonperformarnisk& and the respective counterparty’s nonperforraarsk in the
fair value measurements. In adjusting the faiugaif its derivative contracts for the effect ohperformance risk, tt
Company has considered the impact of netting agdapplicable credit enhancements, such as collgiestings,
thresholds, mutual puts, and guarantees.




Although the Company has determined that the ntgjofithe inputs used to value its derivatives ¥athin
Level 2 of the fair value hierarchy, the credituation adjustments associated with its derivatitdze Level 3
inputs , such as estimates of current credit sgremdvaluate the likelihood of default by itseifidats counterparties.
However, as of August 1, 2008, the Company hassassl the significance of the impact of the cnealiiation
adjustments on the overall valuation of its denxaapositions and has determined that the crediiatmn adjustments
are not significant to the overall valuation ofdirivatives. As a result, the Company has detexdhthat its derivativ
valuations in their entirety are classified in LeRef the fair value hierarchy.

The table below presents the Company’s assetgatitities measured at fair value on a recurringibas of
August 1, 2008, aggregated by the level in thevalue hierarchy within which those measuremerits fa

Quoted Prices in
Active Markets Significant

for Identical Other Significant
Assets and Observable Unobservable
Liabilities Inputs Inputs Balance at
(In thousands) (Level 1) (Level 2) (Level 3)  August 1, 2008
Assets:
Available-for-sale securities (a) $ 9,497 % - $ - % 9,497
Trading securities (b) 12,915 - - 12,915
Derivative financial instruments (c) - 318 - 318
Liabilities:
Derivative financial instruments (d) - 43,078 - 43,078

(a) Reflected in the condensed consolidated balanas siseCash and cash equivalents of $6,900 and-
term investments of $2,597

(b)Reflected in the condensed consolidated balancat silseOther current assets of $1,972 and Othetsasse
net of $10,943.

(c) Reflected in the condensed consolidated balanas siseOther assets, net.
(d) Reflected in the condensed consolidated balanaa siseOther (noncurrent) liabilities.

The Company does not have any fair value measutsmeimg significant unobservable inputs (Levea8)f
August 1, 2008.

4. Strategic initiatives

During 2006, the Company began implementing cegaategic initiatives related to its historicab@émtory
management and real estate strategies, as moyrelégdtribed below.

I nventory management

In 2006, the Company undertook an initiative tacdrginue its historical inventory packaway model fo
virtually all merchandise by the end of fiscal 2@ recorded a reserve for lower of cost or marketntory
impairment estimates. This reserve was reducedLBy83nillion during 2007 prior to the Merger to aaat for sales
of products with markdowns below cost, higher thaticipated shrink during the period, and adjustsménthe
estimates of the remaining below cost markdowrsettaken. In connection with this strategic charige,
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Company incurred higher markdowns and writedowngeeantory in the 2007 Predecessor periods thahnen
comparable prior-year periods. As a result of trexdér and in accordance with SFAS 141, the Comganyentory
balances, including the inventory associated Wit $trategic change, were adjusted to fair vahgethe related
reserve was eliminated.

Exit and disposal activities

In 2006 and 2007, the Company implemented plaietse, in addition to those stores that might losed in
the ordinary course of business, approximatelysté6€es, all of which were closed by the end ofdfi®007.
Approximately 400 of such stores were closed asugfust 1, 2007, and the Company incurred pretatsaufs$31.0
million in the Predecessor period from Februar@®)7 through July 6, 2007, including $17.8 millimnease contrac
termination costs, $3.9 million of asset impairmand accelerated depreciation, $2.8 million of imwey liquidation
fees, $0.9 million of inventory markdowns below t;@nd $5.6 million of other associated costs. iddal amounts
associated with these store closings recordedrabgse price adjustments in connection with thegdetotaled $15.
million, including $12.3 million of lease contraermination costs, $0.9 million of asset impairmamd accelerated
depreciation, $0.7 million of inventory markdowreddw cost, and $1.4 million of other associateds0s

All pretax costs recorded as expenses associatbcewit and disposal activities are included inisg) general
and administrative (“SG&A”) expenses with the exoap of the below-cost inventory adjustments whigre
included in cost of goods sold in 2007.

Liability balances related to exit activities dissed above are as follows (in millions):

2008
Balance, 2008 Payments Balance,
February 1, 2008 Expenses and Other August 1, 200i
Lease contract termination costs $ 20.1 $ 0.2 $ 66 $ 13.7
Other associated store closing costs 1.0 - 0.7 0.3
Total $ 21.1 $ 0.2 $ 73  $ 14.0
5. Commitments and contingencie:

Leases

The Merger and certain of the related financinggeactions may be interpreted as giving rise taaettigger
events (which may include events of default) uridases for three of the Company’s distribution een¢‘DCs”).
While the Company does not believe such an inteapos would be appropriate under the terms oldhses, there is
no guarantee that the Company will prevail on d@sifon. In the event the Company does not pretfal,Company’s
net cost of acquiring the underlying assets copfar@imate $112 million. At this time, the Compadyes not believ
the resolution of such issues would result in thecpase of these DCs; however, the payments assoeidth such an
outcome would have a negative impact on the Conipaiguidity. To minimize the uncertainty associteith such
possible interpretations, the Company is negotiate restructuring of these leases and the related
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underlying debt. The ultimate resolution of thesgatiations may result in additional losses, whitky be material.
Legal proceedings

On August 7, 2006, a lawsuit entiti&@ynthia Richter, et al. v. Dolgencorp, Inc., etwaas filed in the United
States District Court for the Northern DistrictAlabama (Case No. 7:06-cv-01537-LSC) (“Richter”which the
plaintiff alleges that she and other current amchier Dollar General store managers were impropgagsified as
exempt executive employees under the Fair Labardatals Act (“FLSA”) and seeks to recover overtinag,p
liquidated damages, and attornefegs and costs. On August 15, 2006, the Richtamtgfdiled a motion in which sh
asked the court to certify a nationwide class ofent and former store managers. The Company oppbse
plaintiff's motion. On March 23, 2007, the courinclitionally certified a nationwide class of indivials who worked
for Dollar General as store managers since Auguadd3. The number of persons who will be inclugtethe class
has not been determined, and the court has nobegbthe Notice that will be sent to the class.

On May 30, 2007, the court stayed all proceedingbe case, including the sending of the NoticeMaluate,
among other things, certain appeals currently penohi the Eleventh Circuit involving claims similar those raised
this action. That stay has been extended througte8der 15, 2008. During the stay, the statutenafdtions will be
tolled for potential class members. At its conamsithe court will determine whether to extenddtay or to permit
this action to proceed. If the court ultimatelypés Notice to issue, the Company will have an aopputy at the clos
of the discovery period to seek decertificationhaf class, and the Company expects to file suchteom

The Company believes that its store managers arbare been properly classified as exempt emplayeési
the FLSA and that this action is not appropriatecfalective action treatment. The Company intetadgigorously
defend this action. However, at this time, it i$ possible to predict whether the court ultimatslif permit this actior
to proceed collectively, and no assurances canvea ¢hat the Company will be successful in theeds€ on the
merits or otherwise. If the Company is not sucadssfits efforts to defend this action, the resimo could have a
material adverse effect on the Company’s finarstialements as a whole.

On May 18, 2006, the Company was served with addwestitledTammy Brickey, Becky Norman, Rose
Rochow, Sandra Cogswell and Melinda Sappingtonolg&hcorp, Inc. and Dollar General Corporati(Western
District of New York, Case No. 6:06-cv-06084-DGlriginally filed on February 9, 2006 and amendedvay 12,
2006 (“Brickey”)). The Brickey plaintiffs seek taqgreed collectively under the FLSA and as a clasieuNew York,
Ohio, Maryland and North Carolina wage and houugts on behalf of, among others, assistant stareagers who
claim to be owed wages (including overtime wages)eu those statutes. At this time, it is not pdssib predict
whether the court will permit this action to prodemllectively or as a class. However, the Comgaglieves that this
action is not appropriate for either collectivectass treatment and that the Company’s wage anddadicies and
practices comply with both federal and state lame Tompany plans to vigorously defend this actimwever, no
assurances can be given that the Company will beessful in the defense on the
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merits or otherwise, and, if it is not successtud, resolution of this action could have a matexdhlerse effect on the
Company’s financial statements as a whole.

On March 7, 2006, a complaint was filed in the ®diBtates District Court for the Northern Disto€t
Alabama (Janet Calvert v. Dolgencorp, IncCase No. 2:06-cv-00465-VEH (“Calvert”)), in whitte plaintiff, a
former store manager, alleged that she was pasdies male store managers because of her sew)ation of the
Equal Pay Act and Title VII of the Civil Rights Aof 1964, as amended (“Title VII). The complaintsequently
was amended to include additional plaintiffs, wisnaallege to have been paid less than males becdudkeir sex,
and to add allegations that the Company’s compmmsptactices disparately impact females. Undemthended
complaint, Plaintiffs seek to proceed collectivetyder the Equal Pay Act and as a class underViitjeand request
back wages, injunctive and declaratory relief, iiigled damages, punitive damages and attorne\ssaiee costs.

On July 9, 2007, the plaintiffs filed a motion ifniwh they asked the court to approve the issuahoete to ¢
class of current and former female store managatsnthe Equal Pay Act. The Company opposed pishtnotion.
On November 30, 2007, the court conditionally ¢exdia nationwide class of females under the E§agl Act who
worked for Dollar General as store managers betwesmember 30, 2004 and November 30, 2007. The eotas
issued on January 11, 2008, and persons to whonotiee was sent were required to opt into thelspiMarch 11,
2008. The Company will have an opportunity at tlese of the discovery period to seek decertificatbthe Equal
Pay Act class, and the Company expects to file suation.

The plaintiffs have not yet moved for class ceréfion relating to their Title VII claims. The Cpany expect
such motion to be filed within the next several thsnand will strenuously oppose such a motion.

At this time, it is not possible to predict whetliee court ultimately will permit the Calvert aatito proceed
collectively under the Equal Pay Act or as a classer Title VII. However, the Company believes tti case is not
appropriate for class or collective treatment drad its policies and practices comply with the Hdey Act and Title
VII. The Company intends to vigorously defend #ltdion; however, no assurances can be given tea@dmpany
will be successful in the defense on the meritstberwise. If the Company is not successful in déiieg the Calvert
action, its resolution could have a material adv@féect on the Company’s financial statements\abae.

Subsequent to the announcement of the agreematihgelo the Merger, the Company and its direcizese
named in seven putative class actions allegingnsldor breach of fiduciary duty arising out of tiempany’s
proposed sale to KKR. Each of the complaints atlegenong other things, that the Company’s direcogaged in
“self-dealing” by agreeing to recommend the tratisado the Company’s shareholders and that theideration
available to such shareholders in the transactiemfairly low. On motion of the plaintiffs, eachtbhese cases was
transferred to the Sixth Circuit Court for Davidgoaunty, Twentieth Judicial District, at Nashvily order dated
April 26, 2007, the seven lawsuits were consolidatethe court under the caption, “In re: Dollar@eal,” Case
No. 07MLC-1. On June 13, 2007, the court denied the Pl&htiiotion for a temporary injunction to block the
shareholder vote that was
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then held on June 21, 2007. On June 22, 2007 |#metifs filed their amended complaint making oha substantially
similar to those outlined above. The matter isently in discovery.

The Company believes that the foregoing lawsuitiiteout merit and continues to defend the action
vigorously; however, if the Company is not succelsisf that defense, its resolution could have aemaltadverse
effect on the Company’s financial statements asialev

From time to time, the Company is a party to vasiother legal actions involving claims incidentathe
conduct of its business, including actions by erygés, consumers, suppliers, government agenciethers through
private actions, class actions, administrative @eolings, regulatory actions or other litigatiorgluling under federal
and state employment laws and wage and hour |alws.Company believes, based upon information ctlyren
available, that such other litigation and claimsthbindividually and in the aggregate, will be resal without a
material adverse effect on the Company’s finarstialements as a whole. However, litigation involaerslement of
uncertainty. Future developments could cause thetsens or claims to have a material adverse effe¢he
Company’s results of operations or financial positiin addition, certain of these lawsuits, if disel adversely to the
Company or settled by the Company, may resultinility material to the Company'’s financial positior may
negatively affect operating results if changesh®@ompany’s business operation are required.

6. Income taxes

The Company reports income taxes in accordanceS%WkS No. 109, “Accounting for Income Taxes”. Under
SFAS 109, the asset and liability method is use@dmputing the future income tax consequencese@its that have
been recognized in the Company’s consolidated @i@hstatements or income tax returns.

Income tax reserves are determined using the melibgyl established by FASB Interpretation 48ctounting
for Uncertainty in Income Taxes — An InterpretatadrFASB Statement 109” (“FIN 48”). FIN 48 requsreompanies
to assess each income tax position taken using atep approach. A determination is first madasghether it is
more likely than not that the position will be saised, based upon the technical merits, upon exaimmby the
taxing authorities. If the tax position is expetcte meet the more likely than not criteria, thedfé recorded for the
tax position equals the largest amount that istgrehan 50% likely to be realized upon ultimat#tlement of the
respective tax position.

Subsequent to its February 3, 2007 adoption of48Nthe Company elected to record income tax relate
interest and penalties as a component of the poovisr income tax expense.

In the 13-week period ended May 4, 2007, the IrtelRevenue Service completed an examination of the
Company’s federal income tax returns through figear 2003 resulting in a net income tax refunter€ are no
unresolved issues related to this examination. eNafrihe Company’s federal income tax returns aresatly under
examination; however, fiscal years 2004 and lateiséll subject to possible examination by theinal Revenue
Service. The
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Company has various state income tax examinathatsare currently in progress. The estimatedlitgbilated to
these state income tax examinations is includeédarCompany’s reserve for uncertain tax positio@enerally, the
Company’s tax years ended in 2004 and forward nemmen for examination by the various state taxintporities.

As of August 1, 2008, the total reserves for uraartax benefits, interest expense related to irctares and
potential income tax penalties were $104.2 milli®21.3 million and $1.8 million, respectively. @fs amount, $33.
million and $92.7 million are reflected in currdiatbilities as accrued expenses and other andricuroent other
liabilities, respectively, in the condensed corgatied balance sheet with the remaining $1.3 milléxtucing deferred
tax assets related to net operating loss carrydiadsy The Company believes that it is reasonatgiple that the
reserve for uncertain tax positions may be redigeapproximately $67.8 million in the upcoming twelmonths
principally as a result of the settlement of cutiyeangoing state income tax examinations and thieipated filing of
an income tax accounting method change requesisteapected to resolve certain uncertaintiesedl& accounting
methods employed by the Company. The $67.8 milg@sonably possible change is included in botreotr
liabilities ($29.7 million) and other noncurrerailities ($38.1 million) in the condensed consal&t balance sheet
of August 1, 2008. Also, as of August 1, 2008, agpnately $0.8 million of the reserve for uncertéan positions
would impact the Company’s effective income taxe iithe Company were to recognize the tax befafithese
positions.

The effective income tax rates for the 13-week 8ssor period ended August 1, 2008, the Successiodp
ended August 3, 2007 and the Predecessor periatiehdly 6, 2007 were 37.8%, 36.6% (a benefit) @ahd% (a
benefit), respectively. The difference in the efifee tax rate between the two Successor pericgdtseprincipally
from the inclusion of income tax related interegtense in income tax expense as reported on taedial statements.
The effective tax rate for the Predecessor pasdigher than the other periods presented dueipatly to non-
deductible expenses incurred in association wehMlerger.

The effective income tax rates for the 26-week 8ssor period ended August 1, 2008, the Successodpe
ended August 3, 2007 and the Predecessor pericdiehdly 6, 2007 were 39.1%, 36.7% (a benefit) &0,
respectively. The difference in the effective tate between the two Successor periods resultsipaity from the
inclusion of income tax related interest expensagome tax expense as reported on the finan@tmsients. The
effective tax rate for the Predecessor periodgbér than the other periods presented due pringifmahon-deductible
expenses incurred in association with the Merger.

7. Segment reporting

The Company manages its business on the basieakportable segment. As of August 1, 2008, alhef
Company’s operations were located within the Ungéates, with the exception of a Hong Kong subsjdiae assets
and revenues of which are not material. The falhgwet sales data is presented in accordanceSHAS No. 131,
“Disclosures about Segments of an Enterprise atat&Elnformation”.
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Successor Predecessor
July 7, 2007 May 5, 2007  February 3, 2007

13-weeks ended 26-weeks ended through through through
(In thousands) August 1, 2008  August 1, 2008 August 3, 2007  July 6, 2007 July 6, 2007
Categories of similar
products:
Highly consumable $ 1,796,015 $ 3,476,910 $ 487,407 $ 1,091,316 $ 2,615,110
Seasonal 384,520 706,646 97,071 268,486 604,935
Home products 219,542 424,035 60,151 147,679 362,725
Basic clothing 209,307 405,291 54,449 141,005 340,983
Net sales $ 2609384 $ 5012882 $ 699,078 $ 1,648,486 $ 3,923,753
8. Related party transactions

Affiliates of certain of the Investors participatasl (i) lenders in the Company’s indebtedness reduio
finance the Merger; (ii) counterparties to certaterest rate swaps discussed in Note 3 and §igdvisors in the
Merger. Certain fees were paid upon closing ofMleeger to affiliates of certain of the InvestorBhese fees primaril
included underwriting fees, advisory fees, equdynmitment fees, syndication fees, merger and aitiquigees,
sponsor fees, costs of raising equity, and oubokpt expenses. The aggregate fees paid to thleded parties durir
the 13-week period ended August 3, 2007 totaled S1illion, portions of which were capitalizeddebt financing
costs or as direct acquisition costs.

The Company is party to a monitoring agreement aittaffiliate of KKR and with Goldman Sachs & Co.
pursuant to which those entities provide managemetitadvisory services to the Company. Under timesef the
monitoring agreement, among other things, the Coypaobligated to pay to those entities an aggesganual
management fee payable in arrears at the end bfazdendar quarter plus all reasonable out of poekegenses
incurred in connection with the provision of seegsaunder the agreement upon request. The feeseddor the 13-
week and 26-week Successor periods ended Augga608, totaled $1.7 million and $3.0 million, respesly, and
$0.4 million for the 2007 Successor period.

The Company utilizes Capstone Consulting, LLC aatef executives who work exclusively with KKR
portfolio companies providing certain consultingvsees. The Chief Executive Officer of Capstoneves on the
Company’s Board. Although neither KKR nor any sndiffiliated with KKR owns any of the equity of @stone,
KKR had provided financing to Capstone prior toulny 1, 2007. The aggregate fees incurred for tBapsservices
for the 13-week and 26-week Successor periods efdgdst 1, 2008 totaled $0.8 million and $1.7 roitlj
respectively.

9. Investments in debt and equity securitie:

In recent years, pursuant to state regulatory rements, the Company’s South Carolina-based wiosliyed
captive insurance subsidiary, Ashley River Insuea@ompany (“ARIC”), has held cash and cash equntaland
investment balances to maintain a percentage oCARIability and equity balances (primarily insurai@bilities) in
the form of certain specified types of assets.aAssult, these investments have not been availabtgeneral
corporate purposes.
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In May 2008, the Company received notice that theesof South Carolina had agreed to a changeesethegulatory
requirements for a portion of these assets. As@trthe Company liquidated a substantial portibthese investmen
during the 13-weeks ended August 1, 2008 and $8limof investment balances held by ARIC on thegAist 1,
2008 condensed consolidated balance sheet ($8i®maf which are classified as cash and equivaleate reflected
as available-for-sale. These remaining investmatisired or were liquidated during the third quaote2008.

10. Guarantor subsidiaries

Certain of the Company’s subsidiaries (the “Guaresi) have fully and unconditionally guaranteedaojoint
and several basis the Company's obligations uretéio outstanding debt obligations. Each of thar@ators is a
direct or indirect wholly-owned subsidiary of ther@pany. The following consolidating schedules pnesendensed
financial information on a combined basis, in thremds.
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SUCCESSOR August 1, 2008

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 163,628 $ 72,117 $ 25,88t $ - $ 261,630
Short-term investments - - 2,597 - 2,597
Merchandise inventories - 1,490,06: - - 1,490,063
Income taxes receivable 79,184 - - (66,355 12,829
Deferred income taxes 7,660 - 20,14¢ (10,414 17,395
Prepaid expenses and other current
assets 248,885 781,50¢ 14,951 (977,058 68,287
Total current assets 499,357 2,343,68¢ 63,582 (1,053,827 1,852,801
Net property and equipment 83,381 1,183,00¢ 335 - 1,266,722
Goodwill 4,344,930 - - - 4,344,930
Intangible assets, net 8,689 1,339,25¢ - - 1,347,948
Deferred income taxes 39,046 - 51,27% (90,319 -
Other assets, net 2,927,928 7,435 250,115 (3,088,091 97,389
Total assets $ 7,903,331 $ 4,873,38¢ $ 365,307 $ (4,232,237 $ 8,909,790
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term
obligations $ - $ 2,99¢ $ - $ - $ 2,999
Accounts payable 764,593 972,07t 48,39t (966,817 818,246
Accrued expenses and other 72,337 222,56¢ 57,067 (10,240 341,728
Income taxes payable - 58,79¢ 9,30C (66,355 1,744
Deferred income taxes - 10,414 - (10,414 -
Total current liabilities 836,930 1,266,85: 114,762 (1,053,826 1,164,717
Long-term obligations 4,155,747 2,060,73! 57,031 (2,095,903 4,177,610
Deferred income taxes - 574,18¢ - (90,319 483,867
Other liabilities 132,694 27,83t 145,107 - 305,636
Redeemable common stock 11,157 - - - 11,157
Shareholders’ equity:
Preferred stock - - - - -
Common stock 277,712 23,75z 100 (23,853 277,712
Additional paid-in capital 2,484,606 653,711 19,90C (673,611 2,484,606
Retained earnings 28,816 266,31¢ 28,407 (294,725 28,816
Accumulated other comprehensive
loss (24,331 - - - (24,331;
Total shareholders’ equity 2,766,803 943,782 48,407 (992,189 2,766,803
Total liabilities and shareholders’
equity $ 7,903,331 $  4,873,38¢ $ 365,307 $ (4,232,237 $ 8,909,790
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SUCCESSOR

February 1, 2008

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 8,320 $ 59,37¢ $ 32,51C - $ 100,209
Short-term investments - - 19,611 - 19,611
Merchandise inventories - 1,288,66: - - 1,288,661
Income taxes receivable 102,273 - - (69,772 32,501
Deferred income taxes 3,966 - 20,62¢€ (7,295 17,297
Prepaid expenses and other current
assets 221,408 337,741 9,341 (509,025 59,465
Total current assets 335,967 1,685,78: 82,08¢ (586,092 1,517,744
Net property and equipment 83,658 1,190,13: 456 - 1,274,245
Goodwill 4,344,930 - - - 4,344,930
Intangible assets, net 10,911 1,359,64¢ - - 1,370,557
Deferred income taxes 43,890 - 47,067 (90,957 -
Other assets, net 2,629,967 1,652 111,597 (2,594,261 148,955
Total assets $ 7,449,323 $  4,237,21 $ 241,20¢ (3,271,310 $ 8,656,431
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term
obligations $ - $ 3,24¢€ $ - - $ 3,246
Accounts payable 253,477 736,84 40 (439,321 551,040
Accrued expenses and other 62,957 188,871 55,18t (6,063, 300,956
Income taxes payable - 59,264 13,507 (69,772 2,999
Total current liabilities 316,434 988,231 68,732 (515,156 858,241
Long-term obligations 4,257,250 1,837,71! - (1,816,209 4,278,756
Deferred income taxes - 584,97¢ - (98,251 486,725
Other liabilities 162,644 21,191 135,87¢ - 319,714
Redeemable common stock 9,122 - - - 9,122
Shareholders’ equity:
Preferred stock - - - - -
Common stock 277,741 23,75z 100 (23,853 277,741
Additional paid-in capital 2,480,062 653,711 19,90C (673,611 2,480,062
Retained earnings
(accumulated deficit) (4,818, 127,63: 16,597 (144,230 (4,818,
Accumulated other comprehensive
loss (49,112 - - - (49,112
Total shareholders’ equity 2,703,873 805,097 36,597 (841,694 2,703,873
Total liabilities and shareholders’
equity $ 7,449,323 $  4,237,21 $ 241,20¢ (3,271,310 $ 8,656,431
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SUCCESSOR For the 13-weeks ended August 1, 2008
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 50,582 $ 2,609,384 $ 25,498 $ (76,080 $ 2,609,384
Cost of goods sold - 1,851,349 - - 1,851,349
Gross profit 50,582 758,035 25,498 (76,080 758,035
Selling, general and administrative 46,854 624,268 19,938 (76,080 614,980
Operating profit 3,728 133,767 5,560 - 143,055
Interest income (19,140 (8,673) (3,683] 30,279 (1,217,
Interest expense 108,102 21,561 50 (30,279 99,434
Other (income) expense 292 - - - 292
Income (loss) before income taxes (85,526, 120,879 9,193 - 44,546
Income tax expense (benefit) (29,614 43,847 2,595 - 16,828
Equity in subsidiaries’ earnings, net
of taxes 83,630 - - (83,630 -
Net income $ 27,718 $ 77,032 $ 6,598 $ (83,630 $ 27,718
SUCCESSOR July 7, 2007 to August 3, 2007 (including Buck fronMay 5, 2007 to July 6, 2007, see Note 1)
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 8,297 $ 699,078 $ 10,005 $ (18,302 $ 699,078
Cost of goods sold - 514,355 - - 514,355
Gross profit 8,297 184,723 10,005 (18,302 184,723
Selling, general and administrative 21,398 180,930 6,722 (18,302 190,748
Operating profit (loss) (13,101 3,793 3,283 - (6,025)
Interest income (11,532 (2,893) (1,113] 14,505 (1,033]
Interest expense 38,587 12,437 1 (14,505 36,520
Other (income) expense (567) - - - (567)
Income (loss) before income taxes (39,589 (5,751) 4,395 - (40,945
Income tax expense (benefit) (11,925 (4,377 1,307 - (14,995
Equity in subsidiaries’ earnings, net
of taxes 1,714 - - (1,714, -
Net income (loss) $ (25,950 $ (1,374) $ 3,088 $ (1,714 $ (25,950
PREDECESSOR May 5, 2007 to July 6, 2007
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 23,410 $ 1,648,486 $ 17,483 $ (40,893 $ 1,648,486
Cost of goods sold - 1,209,971 - - 1,209,971
Gross profit 23,410 438,515 17,483 (40,893 438,515
Selling, general and administrative 120,779 390,146 14,598 (40,893 484,630
Operating profit (loss) (97,369 48,369 2,885 - (46,115
Interest income (20,511 (3,032 (2,336 23,406 (2,473;
Interest expense 6,612 20,921 5 (23,406, 4,132
Income (loss) before income taxes (83,470 30,480 5,216 - 47,774
Income tax expense (benefit) (17,156 10,552 1,698 - (4,906)
Equity in subsidiaries’ earnings, net
of taxes 23,446 - - (23,446 -
Net income (loss) $ (42,868 $ 19,928 $ 3,518 $ (23,446, $ (42,868
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SUCCESSOR For the 26-weeks ended August 1, 2008

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 100,657 $ 5,012,882 $ 48,469 $ (149,126 $ 5,012,882
Cost of goods sold - 3,561,770 - - 3,561,770
Gross profit 100,657 1,451,112 48,469 (149,126 1,451,112
Selling, general and administrative 93,334 1,212,240 40,738 (149,126 1,197,186
Operating profit 7,323 238,872 7,731 - 253,926
Interest income (35,722 (17,352 (6,819; 57,719 (2,174,
Interest expense 217,297 40,673 54 (57,719 200,305
Other (income) expense 590 - - - 590
Income (loss) before income taxes (174,842 215,551 14,496 - 55,205
Income tax (expense) benefit (57,981 76,866 2,686 - 21,571
Equity in subsidiaries’ earnings, net
of taxes 150,495 - - (150,495 -
Net income $ 33,634 $ 138,685 $ 11,810 $ (150,495 $ 33,634
SUCCESSOR July 7, 2007 to August 3, 2007 (including Buck fronMarch 5, 2007 to July 6, 2007, see Note 1)
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 8,297 $ 699,078 $ 10,005 $ (18,302 $ 699,078
Cost of goods sold - 514,355 - - 514,355
Gross profit 8,297 184,723 10,005 (18,302 184,723
Selling, general and administrative 21,398 180,930 6,722 (18,302 190,748
Operating profit (loss) (13,101 3,793 3,283 - (6,025)
Interest income (11,532 (2,893) (1,113] 14,505 (1,033]
Interest expense 38,587 12,437 1 (14,505 36,520
Other (income) expense 1,448 - - - 1,448
Income (loss) before income taxes (41,604 (5,751) 4,395 - (42,960
Income tax expense (benefit) (12,715 (4,377 1,307 - (15,785
Equity in subsidiaries’ earnings, net
of taxes 1,714 - - (1,714, -
Net income (loss) $ (27,175, $ (1,374) $ 3,088 $ (1,714, $ (27,175,
PREDECESSOR February 3, 2007 to July 6, 2007
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 76,945 $ 3,923,753 $ 44,206 $ (121,151 $ 3,923,753
Cost of goods sold - 2,852,178 - - 2,852,178
Gross profit 76,945 1,071,575 44,206 (121,151 1,071,575
Selling, general and administrative 166,224 982,321 34,933 (121,151 1,062,327
Operating profit (loss) (89,279 89,254 9,273 - 9,248
Interest income (53,278 (11,472 (5,626, 65,330 (5,046,
Interest expense 19,796 55,828 5 (65,330 10,299
Income (loss) before income taxes (55,797 44,898 14,894 - 3,995
Income tax expense (benefit) (4,814, 11,924 4,883 - 11,993
Equity in subsidiaries’ earnings, net
of taxes 42,985 - - (42,985 -

Net income (loss) $ (7,998 $ 32,974 $ 10,011 $ (42,985 $ (7,998
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SUCCESSOR For the 26-weeks ended August 1, 2008

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL

STATEMENTS OF CASH FLOWS:

Cash flows from operating activities:

Net income $ 33,634 $ 138,685 $ 11,810 $ (150,495 $ 33,634
Adjustments to reconcile net income to

net cash provided by (used in)
operating activities:

Depreciation and amortization 17,310 104,585 128 - 122,023
Deferred income taxes (14,102 (377) (3,729; - (18,208
Noncash LIFO charge - 16,037 - - 16,037
Noncash share-based compensation 4,516 - - - 4,516
Tax benefit from stock option
exercises (475) - - - (475)
Equity in subsidiaries’ earnings, net (150,495 - - 150,495 -
Change in operating assets and
liabilities:
Merchandise inventories - (217,439 - - (217,439
Prepaid expenses and other current
assets (671) (3,906) (1,483, - (6,060
Accounts payable 20,633 241,677 105 - 262,415
Accrued expenses and other 21,218 36,364 11,110 - 68,692
Income taxes 23,564 (465) (4,207, - 18,892
Other 1,870 10,715 (88) - 12,497
Net cash provided by (used in) operating
activities (42,998 325,876 13,646 - 296,524
Cash flows from investing activities:
Purchases of property and equipment (5,699) (74,394 (@) - (80,100
Purchases of short-term investments - - (9,903] - (9,903
Sales of short-term investments - - 58,950 - 58,950
Proceeds from sale of property and
equipment - 683 - - 683
Net cash provided by (used in) investing
activities (5,699) (73,711, 49,040 - (30,370
Cash flows from financing activities:
Repayments of long-term obligations - (2,195) - - (2,195;
Borrowings under revolving credit
facility - - - - -
Repayments of borrowings under
revolving credit facility (102,500 - - - (102,500
Repurchases of common stock (513) - - - (513)
Tax benefit from stock option exercises 475 - - - 475
Changes in intercompany note balances,
net 306,543 (237,232 (69,311 - -
Net cash provided by (used in) financing
activities 204,005 (239,427 (69,311 - (104,733
Net increase (decrease) in cash and cash
equivalents 155,308 12,738 (6,625] - 161,421
Cash and cash equivalents, beginning of
period 8,320 59,379 32,510 - 100,209
Cash and cash equivalents, end of peric#l 163,628 $ 72,117 $ 25,885 $ - $ 261,630
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SUCCESSOR July 7, 2007 to August 3, 2007
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income (loss) $ (27,175, $ (1,374, 3,088 $ (1,714, $ (27,175,
Adjustments to reconcile net income
(loss) to net cash provided by (used
operating activities:
Depreciation and amortization 2,580 22,974 21 - 25,575
Deferred income taxes 1,865 (15,894 (349) - (14,378
Noncash share-based compensation 1,170 - - - 1,170
Noncash unrealized gain on interest
rate swap (4,739) - - - (4,739)
Equity in subsidiaries’ earnings, net (1,714) - - 1,714 -
Change in operating assets and
liabilities:
Merchandise inventories - (27,027 - - (27,027,
Prepaid expenses and other current
assets (7,930) (683) (98) - (8,711)
Accounts payable (38,634 23,191 (12,996 - (28,439
Accrued expenses and other 87,597 (62,393 1,050 - 26,254
Income taxes (3,243) (12,565, 13,620 - (2,188)
Other (3,275) 3,365 (75) - 15
Net cash provided by (used in) operating
activities 6,502 (70,406, 4,261 - (59,643
Cash flows from investing activities:
Merger, net of cash acquired (5,635,161 (1,129,953 40,744 - (6,724,370
Purchases of property and equipment (78) (11,322 - - (11,400
Sales of short-term investments - - 1,000 - 1,000
Purchases of long-term investments - - (4,662) - (4,662)
Proceeds from sale of property and
equipment - 162 - - 162
Net cash provided by (used in) investing
activities (5,635,239 (1,141,113 37,082 - (6,739,270
Cash flows from financing activities:
Issuance of common stock 2,765,443 - - - 2,765,443
Issuance of long-term obligations 4,176,817 - - - 4,176,817
Repayments of long-term obligations (209,698 (600) - - (210,298
Borrowings under revolving credit
facility 432,300 - - - 432,300
Repayments of borrowings under
revolving credit facility (132,300 - - - (132,300
Debt issuance costs (109,379 - - - (109,379
Changes in intercompany note balances,
net (1,276,653 1,291,789 (15,136 - -
Net cash provided by (used in) financing
activities 5,646,530 1,291,189 (15,136 - 6,922,583
Net increase in cash and cash equiva 17,793 79,670 26,207 - 123,670
Cash and cash equivalents, beginning of
period - - - - -
Cash and cash equivalents, end of peridl 17,793 $ 79,670 $ 26,207 $ - $ 123,670

23




PREDECESSOR February 3, 2007 through July 6, 2007
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income (loss) $ (7,998) $ 32,974 $ 10,011 $ (42,985 $ (7,998)
Adjustments to reconcile net income
(loss) to net cash provided by operat
activities:
Depreciation and amortization 9,051 74,770 96 - 83,917
Deferred income taxes (7,982) (9,194, (3,698 - (20,874
Noncash share-based compensation 45,433 - - - 45,433
Tax benefit from stock option exercises (3,927) - - - (3,927)
Equity in subsidiaries’ earnings, net (42,985, - - 42,985 -
Change in operating assets and
liabilities:
Merchandise inventories - 16,424 - - 16,424
Prepaid expenses and other current
assets 5,758 (11,762 (180) - (6,184)
Accounts payable 44,909 (23,103 12,988 - 34,794
Accrued expenses and other 7,897 36,021 9,077 - 52,995
Income taxes (24,998 31,741 (3,934, - 2,809
Other 21 4,726 (190) - 4,557
Net cash provided by operating activities 25,179 152,597 24,170 - 201,946
Cash flows from investing activities:
Purchases of property and equipment (5,321) (50,737 (95) - (56,153
Purchases of short-term investments - - (5,100} - (5,100)
Sales of short-term investments - - 9,505 - 9,505
Purchases of long-term investments - - (15,754 - (15,754
Proceeds from sale of property and
equipment - 620 - - 620
Net cash used in investing activities (5,321) (50,117 (11,444 - (66,882,
Cash flows from financing activities:
Repayments of long-term obligations (148) (4,352 - - (4,500)
Payment of cash dividends (15,710 - - - (15,710
Proceeds from exercise of stock options 41,546 - - - 41,546
Tax benefit of stock options 3,927 - - - 3,927
Changes in intercompany note balances,
net 75,840 (86,988 11,148 - -
Net cash provided by (used in) financing
activities 105,455 (91,340 11,148 - 25,263
Net increase in cash and cash equivalents 125,313 11,140 23,874 - 160,327
Cash and cash equivalents, beginning of
period 114,310 58,107 16,871 - 189,288
Cash and cash equivalents, end of perio® 239,623 $ 69,247 $ 40,745 $ - $ 349,615
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS.

General

Accounting Periods We follow the concept of a 52-53 week fiscalnydat ends on the Friday nearest to
January 31. The following text contains referertoggears 2008 and 2007, which represent 52-weeklfigars
ending or ended January 30, 2009 and February0OB, 28spectively. Consequently, references totgrigr
accounting periods for 2008 and 2007 containedimeeder to 13-week accounting periods.

SeasonalityThe nature of our business is seasonal to a cexxagmt. Primarily because of sales of holiday-
related merchandise, sales in the fourth quarteg hestorically been higher than sales achievezhrh of the first
three quarters of the fiscal year. Expenses ana greater extent, operating income, vary by guamesults of a
period shorter than a full year may not be indieatf results expected for the entire year. Furntioee, the seasonal
nature of our business may affect comparisons lestyeriods.

Merger with KKR. We were acquired on July 6, 2007 through a nteageounted for as a reverse acquisition
(the “Merger”) with Buck Acquisition Corp. (“Buck”)As a result of the Merger, we are a subsidiarButk
Holdings, L.P. (“Parent”), a Delaware limited paatship controlled by investment funds affiliatedlwiKohlberg
Kravis Roberts & Co., L.P. ("*KKR”"). KKR, GS Capit&lartners VI Fund, L.P. and affiliated funds (&dfés of
Goldman, Sachs & Co.), Citi Private Equity, Welliog Management Company, LLP, CPP Investment BAa8RE
I) Inc. and other equity co-investors (collectiveihe “Investors”) indirectly own a substantiakpon of our capital
stock through their investment in Parent. The Camgntinued as the same legal entity after thegieter

The Merger was consummated on July 6, 2007, thegtige ninth week of our 13-week second quarteiode
in 2007. The 2007 13-week and 26-week periods ptedenclude the 9veek Predecessor period from May 5, 20(
July 6, 2007, and the 22-week Predecessor pemod Frebruary 3, 2007 to July 6, 2007, respectivaynbined with
the four-week Successor periods from July 7, 200Xugust 3, 2007. The Predecessor periods refiechistorical
basis of accounting while the Successor periodsatethe impact of the preliminary purchase pribecation
associated with the Merger as well as plerger operations of Buck associated with the cbandair value of intere
rate swaps.

For comparison purposes, the discussion of opeatiecluded below is generally based on the Suocdss
week and 26-week periods ended August 1, 2008, ameddo the mathematical combination of the Sucressd
Predecessor periods in the 13-week and 26-weedseeinded August 3, 2007, which we believe provade®re
meaningful understanding of the underlying businégsnsactions relating to or resulting from therlyer are
discussed separately. The combined results havieeeot prepared as pro forma results and may rettrdifie actual
results we could have achieved absent the Mergemaaddition, may not be indicative of future rieéswf operations.
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Purpose of DiscussionWe intend for this discussion to provide the eraslith information that will assist in
understanding our company and the critical econdaators that affect us. This discussion furthgslaxs our
financial statements, the changes in certain l@ystin those financial statements from period timgeand the
primary factors that accounted for those changesiedl as how certain accounting principles affaat financial
statements.

This discussion and analysis is based on, shoutddzewith, and is qualified in its entirety byetaccompanying
condensed consolidated financial statements aatetehotes, as well as our consolidated finantaéésents and the
related Management’s Discussion and Analysis oaf@mal Condition and Results of Operations as ¢oedain our
Annual Report on Form 10-K for the year ended Fatyrd, 2008. It also should be read in conjunctiath the
disclosure under “Cautionary Disclosure RegardiagMard-Looking Statements” in this report.

Executive Overview

We are the largest discount retailer in the Un8éates by number of stores, with over 8,300 stioested in
35 states, primarily in the southern, southwestaidywestern and eastern United States. We serveaal lcustomer
base and offer a focused assortment of everydmgjtancluding basic consumable merchandise and btimae,
apparel and seasonal products. We seek to offemgelling value proposition for our customers basedonvenient
store locations, easy in and out shopping and tyuakerchandise at highly competitive prices. Wedwe our
combination of value and convenience distinguisteeBom other discount, convenience and drugstiealers, who
typically focus on either value or convenience. Business model has proven to be resilient in bivting and
challenging economic environments, as evidenceaubistorical annual and 2008 year-to-date saore sales
growth. Consumers are currently being challengedidlyer energy prices, food and healthcare inflaéind
uncertainty in the economy. We are committed tgisgrour customers’ needs for value and conveniemdas
challenging environment.

In late 2006, we launched certain strategic opegatiitiatives aimed at improving our long-termdicial
performance. Our actions included the closing graximately 400 under-performing stores, a slowdawaur new
store growth plans, and the elimination of our kimeg practice of packing away inventories at the eheach season
to be sold in future years. In fiscal 2007, we pteted the implementation of these initial actioMgorking with new
ownership, we further developed our merchandisimijraal estate strategies, including the closingnoddditional 60
stores, and clearly defined our go-forward opegatinorities. Our first half 2007 operating resuitsluded significant
transition costs as we closed stores and eliminadellaway inventories. In 2008, we have been keeglysed on
executing our four operating priorities, which toe

« Drive productive sales growth;

« Increasegross margins

« Leverage process improvements and information wolyy to reduce costs; al
« Strengthen and expand Dollar Gen’s culture of*serving other”
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Each of our key financial metrics for the secondrtgr of 2008 reflects improved performance over th
comparable combined Successor and Predecessop2f0ds as follows:

« Same-store sales for the quarter increased 10.1% corpeith the prior year perioc

« Gross profit, as a percentage of sales, increas2f.1% compared to 26.5% in the 2007 period asalt
of improvements in shrink and damages, lower markdoand leverage of our distribution costs, inalgdi
the impact of higher sales volumes as well as tmgifficiencies and other cost savings in thep§uphair
which substantially mitigated the impact of higktgain anticipated fuel costs, all of which were iadlyt
offset by a LIFO charge primarily related to comntypdost increases.

« Inventory turnover improved to 5.0 times on a rglfour-quarter basis compared to 4.5 times for
corresponding previous year period.

« Cash flow from operating activities for the y-to-date period was $296.5 million, compared to $1
million in the 2007 year-to-date period, primanigflecting improved accounts payable terms anceased
net income, partially offset by inventory purchaassociated with our merchandising initiatives.

We believe that our merchandising and operatirtgainies, in addition to aiding improvement in durancial
performance (including shrink), have contributectdecrease in employee turnover and an improveime¢iné¢ overal
appearance of our stores. We continue to move forwéh our pricing and private label initiativeed our enhanced
merchandising analysis tools are giving us a bettform for decisiormaking. With new pricing tools, we have bt
able to react faster to recent cost increases fnanvendors, including making changes to our rgtades as
necessary. As a result of our efforts to resporaltcconsumers’ need for convenience and valudiave extended
store hours and continue to add new convenienceatimhal name brand items in our stores.

In the first half of 2008, we opened 125 new storelocated 48 stores, remodeled 201 stores asdatlbl
stores. We remain on track to open approximateQ/r&wv stores and to remodel or relocate 400 storiescal 2008.
As of August 1, 2008, we operated 8,308 storedintates.

The above discussion is only a summary. Readerddinefer to the detailed discussion below forftile
analysis of our financial performance in the currygear periods as compared with the prior yearopksti

Results of Operations

The following discussion of our financial perforneans based on the Condensed Consolidated Financial
Statements set forth herein. The following tabletams results of operations data for the 13-week26-week
periods ended August 1, 2008 and August 3, 20@Tu@ing a combination of the relevant Predecessdrauccessor
periods), and the dollar and percentage varianoesg those periods:
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2008 vs.

Successor Combined (a) Successor (b) Predecessor Combined 2007
13-weeks 13-weeks July 7, May 5,
ended ended 2007 2007
August 1, August 3, through through Amount %
2008 2007 August 3, 2007 July 6, 2007 change change
(amounts in millions)
Net sales by category:
Highly consumable $ 1,796.( $ 1,578.% $ 487.4 1,091.: $ 2173 13.8%
% of net sales 68.83% 67.25%
Seasonal 384.F 365.€ 97.1 268.E 19.0 5.2
% of net sales 14.74% 15.57%
Home products 219.t 207.€ 60.2 147.7 11.7 5.6
% of net sales 8.41% 8.85%
Basic clothing 209.2 195.F 54.4 141.C 13.9 7.1
% of net sales 8.02% 8.33%
Net sales 2,609.¢ 2,347.¢ 699.1 1,648.t 2618 11.2
Cost of goods sold 1,851.: 1,724.% 514.4 1,210.( 127.0 7.4
% of net sales 70.95% 73.45%
Gross profit 758.C 623.2 184.7 438.t 1348 21.6
% of net sales 29.05% 26.55%
Selling, general and
administrative 615.C 579.2 190.4 388.¢ 35.7 6.2
% of net sales 23.57% 24.68%
Transaction and related
costs - 96.1 0.3 95.8 (96.1) -
% of net sales - 4.09%
Operating profit (loss) 143.1 (52.1) (6.0) (46.1) 195.2 -
% of net sales 5.48% (2.22)%
Interest income 1.2) (3.5) (1.0 (2.5) 2.3 (65.3)
% of net sales (0.05)% (0.15)%
Interest expense 99.4 40.7 36.5 4.1 58.8 1446
% of net sales 3.81% 1.73%
Other (income) expense 0.3 (0.6) (0.6) - 0.9 -
% of net sales 0.01% (0.02)%
Income (loss) before
income taxes 44.5 (88.7) (40.9) (47.8) 133.3 -
% of net sales 1.71% (3.78)%
Income tax expense
(benefit) 16.8 (19.9) (15.0) 4.9 36.7 -
% of net sales 0.64% (0.85)%
Net income (loss) $ 2717 $ (68.8) % (26.0) $ (42.9) $ 96.5 - %
% of net sales 1.06% (2.93)%

(a) The combined results are the mathematical comlinati the Predecessor and Successor periods intindbe condensed consolidated
financial statements for the 2007 periods presenitihd presentation does not comply with generalbepted accounting principles, but

we believe this combination provides a more medningethod of comparison.

(b) Includes the results of operations of Buck forpleeiod prior to the Merger from May 5, 2007 throulytty 6, 2007 (reflecting the change
in fair value of interest rate swaps), and the stger results of Dollar General Corporation foe period from July 7, 2007 through

August 3, 2007.
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2008 vs.

Successor Combined (a) Successor (b) Predecessor Combined 2007
26-weeks 26-weeks July 7, February 3,
ended ended 2007 2007
August 1, August 3, through through Amount %
2008 2007 August 3, 2007 July 6, 2007 change change
(amounts in millions)
Net sales by category:
Highly consumable $ 3,476.¢ $ 3,102. $ 487.4 $ 2,615.1 $ 374.4 12.1%
% of net sales 69.36% 67.11%
Seasonal 706.€ 702.C 97.1 604.¢ 4.6 0.7
% of net sales 14.10% 15.19%
Home products 424.C 422.€ 60.2 362.7 1.2 0.3
% of net sales 8.46% 9.15%
Basic clothing 405.2 395.4 54.4 341.C 9.9 2.5
% of net sales 8.08% 8.55%
Net sales 5,012.¢ 4,622.¢ 699.1 3,923.¢ 390.1 8.4
Cost of goods sold 3,561.¢ 3,366.- 514.4 2,852.2 195.2 5.8
% of net sales 71.05% 72.82%
Gross profit 1,451.] 1,256.% 184.7 1,071.¢ 1948 155
% of net sales 28.95% 27.18%
Selling, general and
administrative 1,197.2 1,151.¢ 190.4 960.¢ 45.8 4.0
% of net sales 23.88% 24.91%
Transaction and related
costs - 101.7 0.3 101.4 (101.7) -
% of net sales - 2.20%
Operating profit (loss) 253.¢ 3.2 (6.0) 9.2 250.7 -
% of net sales 5.07% 0.07%
Interest income (2.2) (6.1) (1.0 (5.0) 3.9 (64.2)
% of net sales (0.04)% (0.13)%
Interest expense 200.3 46.8 36.5 10.3 1535 327.8
% of net sales 4.00% 1.01%
Other (income) expense 0.6 1.4 1.4 - (0.9) (59.3)
% of net sales 0.01% 0.03%
Income (loss) before
income taxes 55.2 (39.0) (43.0) 4.0 94.2 -
% of net sales 1.10% (0.84)%
Income tax expense
(benefit) 21.€ (3.8) (15.8) 12.0 25.4 -
% of net sales 0.43% (0.08)%
Net income (loss) $ 336 % (35.2) % (27.2) $ (8.0) $ 68.8 - %
% of net sales 0.67% (0.76)%

(a) The combined results are the mathematical comlinati the Predecessor and Successor periods intindbe condensed consolidated
financial statements for the 2007 periods presenitihd presentation does not comply with generalbepted accounting principles, but

we believe this combination provides a more medningethod of comparison.
(b) Includes the results of operations of Buck forpleeiod prior to the Merger from March 6, 2007 {@gsmation) through July 6, 2007

(reflecting the change in fair value of interegerswaps), and the post-Merger results of Dollangsa Corporation for the period from
July 7, 2007 through August 3, 2007.
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13 WEEKS ENDED AUGUST 1, 2008 AND AUGUST 3, 2007

Net Sales The 11.2% net sales increase over the 2007 ppriothrily was attributable to our 10.1% same-
store sales increase. Same-store sales, whialdexthose stores that have been open at leasl fi8dal months
and remain open at the end of the reporting peniede positively impacted by increases in the nunobeustomer
transactions and the average dollar value of tcimses during the period. We believe the increasgaies resulted
from our merchandising and store operations ivigt including extended store hours, and from falble customer
response to our convenience and value during threrduchallenging economic environment. Sales afchrendise in
our highly consumables category were the largestribator to our net sales increase, although salesr home,
seasonal and basic clothing categories also imgdrover recent past performance. We believe thabwerall mix of
sales has been impacted unfavorably by economsspres on discretionary consumer spending. Werzanto focu
our efforts on meeting our customecensumables needs and increasing sales in our Hiawie, clothing and seasol
categories by improving our merchandising to beeneltevant to our customers.

Gross Profit.iImprovements in shrink, lower markdowns and impobggstribution and transportation logistics
efficiencies, which more than offset increased fugadts, along with the leverage impact of highé¥ssaolumes were
responsible for the 2008 gross profit increase pareentage of sales. We recorded a LIFO char§& @D million in
the 2008 period as a result of inflationary pressuve began experiencing during the period (relptidarily to
commodity cost increases). In the 2007 periodpmekdowns were higher than the historical ratthagsesult of
markdowns taken in connection with the inventolguation strategies discussed above.

SG&A Expense SG&A decreased as a percentage of sales to 28.6% 2008 period from 24.7% in the 2!
period. The following items represent the more i$icgmt changes in SG&A, as a percentage of salesyeen the
periods. The 2008 period includes $10.0 milliomtedl to amortization of leasehold intangibles edigied in
connection with purchase accounting and approxim&@&1 million resulting from the Company’s new evship
structure, primarily including monitoring fees, soitting, executive recruiting and legal expens€&A in the 2007
period includes approximately $17.7 million relgtito strategic real estate initiatives, estimatssés of
approximately $8.6 million relating to the probalies associated with the restructuring of thregrithution center
leases, $3.4 million of leasehold intangibles airation and $0.8 million relating to the Compang&sw ownership
structure, primarily monitoring and consulting fe¥#e leveraged occupancy costs resulting from hligkésales and
experienced lower depreciation, advertising, wakeompensation and employee benefits expensgascantage of
sales, partially offset by higher incentive compim expense associated with our 2008 financidbpmance.

Transaction and Related Cost$ransaction and related costs of $96.1 milliontfer 2007 period reflect $56.7
million of expenses related to the Merger, suchmasstment banking and legal fees, as well as $3dlibn of
compensation expense related to the acceleratédyes stock options, restricted stock and restdcstock units.
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Interest Expense The interest expense increase was due to ih@mdeng-term obligations incurred to
finance the Merger. See further discussion undeyuidity and Capital Resources” below.

Other (Income) ExpensBuring the 2007 period, we recorded $6.2 milliorekpenses related to consent fees
and other costs associated with a tender offepdoipreviously outstanding 8 5/8% unsecured notesJdine 15, 2010
(the “2010 Notes”). Approximately 99% of the 2010thls were retired in 2007 as a result of the teaffer. Also
during the 2007 period, we recorded an unrealizéd of $6.8 million related to the change in thie ¥alue of interest
rate swaps.

Income Taxeslhe effective income tax rates for the 13-week 8ssor period ended August 1, 2008, the
Successor period ended August 3, 2007 and the ¢&sstw period ended July 6, 2007 were 37.8%, 3(a88énefit)
and 10.3% (a benefit), respectively. The diffeeemcthe effective tax rate between the two Suargssriods results
principally from the inclusion of income tax reldtmterest expense in income tax expense as repontéhe financial
statements. The effective tax rate for the Prexstazeperiod is higher than the other periods ptegettue principally
to non-deductible expenses incurred in associatitimthe Merger.

26 WEEKS ENDED AUGUST 1, 2008 AND AUGUST 3, 2007

Net Sales The 8.4% net sales increase over the 2007 pesadorimarily attributable to our 7.8% same-store
sales increase. Same-store sales were positim@lgated by increases in the number of customesdaions and the
average dollar value of transactions during théodeie believe the increase in sales resulted fsammerchandisir
and store operations initiatives, including extehdire hours, and from favorable customer resptmnear
convenience and value during the current challepgoonomic environment. While sales in all fouregaties
increased year-to-date and we believe our oveabdssenefited during the period as customers sdagiave money
as a result of the current economic downturn, we bklieve our mix of sales was impacted unfavgrapleconomic
pressure on discretionary consumer spending.

Gross Profit.Lower markdowns and improvements in shrink prinyariere responsible for the 2008 gross
profit increase as a percentage of sales. Addilipnmproved distribution and transportation lstggs efficiencies
mitigated increased fuel costs in the 2008 peitdd.recorded a LIFO charge of $16.0 million in ti@®& period as a
result of inflationary pressures we began expenmnduring the second quarter of 2008 (related arilyto
commodity cost increases). In the 2007 periodpmeakdowns were higher than the historical ratdhagesult of
markdowns taken in connection with the inventolguation strategies discussed above.

SG&A Expense SG&A decreased as a percentage of sales to 28.8% 2008 period from 24.9% in the 2!
period. The following items represent the more ificgnt changes in SG&A, as a percentage of salketsyeen the
periods. The 2008 period includes $20.3 millioratedl to amortization of leasehold intangibles @digiéd in
connection with purchase accounting, approxima&lyt million of severance and related costs, apdegmately
$10.0 million resulting from the Company’s new owstep structure, primarily including monitoring
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fees, consulting, executive recruiting and legglemses. SG&A in the 2007 period includes approxiyai47.3
million relating to strategic real estate initias; estimated losses of approximately $8.6 milledating to the
probable loss associated with the restructurintp@fe distribution center leases, $3.4 millionezfdehold intangibles
amortization and $1.5 million relating to the Compa new ownership structure, including monitorengd consulting
fees. We leveraged occupancy costs resulting frigimel net sales and experienced reduced advertdapgeciation,
workers’ compensation, and employee benefits exgseas a percentage of sales, partially offsetdnifsgsantly
higher incentive compensation expense associatidowr 2008 financial performance.

Transaction and Related Costhe $101.7 million of expenses recorded in the 28€7od reflect $62.3
million of expenses related to the Merger, sucmasstment banking and legal fees, as well as $3dlbn of
compensation expense related to stock optionsijatest stock and restricted stock units.

Interest Expense The interest expense increase was due to ih@mdeng-term obligations incurred to
finance the Merger. See further discussion undeyuidity and Capital Resources” below.

Other (Income) ExpensBuring the 2007 period, we recorded $6.2 milliorekpenses related to consent fees
and other costs associated with a tender offesdoipreviously outstanding 2010 Notes. Approxima8d% of the
2010 Notes were retired in 2007 as a result ofeéhder offer. Also during the 2007 period, we relear an unrealized
gain of $4.7 million related to the change in tai ¥alue of interest rate swaps.

Income Taxeslhe effective income tax rates for the 26-week 8ssor period ended August 1, 2008, the
Successor period ended August 3, 2007 and the ¢asstw period ended July 6, 2007 were 39.1%, 3¢a/Bénefit)
and 300.2%, respectively. The difference in tHeatifve tax rate between the two Successor peresldts principall
from the inclusion of income tax related interegtense in income tax expense as reported on taedial statements.
The effective tax rate for the Predecessor pasdigher than the other periods presented dueipatly to non-
deductible expenses incurred in association wehMlerger.

Accounting Pronouncements

In May 2008, the FASB issued Statement of Finansaounting Standards (“SFAS”) No. 162, “The
Hierarchy of Generally Accepted Accounting Prinegl SFAS 162 identifies the sources of accounting julas anc
the framework for selecting the principles usethi preparation of financial statements of nongowental entities
that are presented in conformity with generallyegated accounting principles (GAAP) in the Unitedt8¢ (the GAAI
hierarchy). SFAS 162 will be effective 60 daysdaling the SEC’s approval of the Public Company Actng
Oversight Board (PCAOB) amendments to AU Sectioh, &he Meaning of Present Fairly in Conformity With
Generally Accepted Accounting Principles. We plaiadopt SFAS 162 once it is effective, and do mdiele this
standard will have a material impact on our finahstatements.
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Recently Adopted Accounting Standard

We adopted the provisions of SFAS 157, “Fair Vdlleasurementséffective February 2, 2008. The adopt
resulted in a $4.7 million decrease in liabilitydreces associated with interest rate swaps thaise¢o manage
interest rate risk, with the offset reflected ih@tcomprehensive income.

Liquidity and Capital Resources
Credit Facilities

We have two senior secured credit facilities (t8e€dit Facilities”) which provide financing of up $3.425
billion. The Credit Facilities consist of a $2.3libh senior secured term loan facility and a sesicured asset-based
revolving credit facility of up to $1.125 billiorof which up to $350.0 million is available for lets of credit), subject
to borrowing base availability. The asset-basedlxévg credit facility includes borrowing capacsyailable for
letters of credit and for short-term borrowingsereé¢d to as swingline loans.

The agreements governing the Credit Facilities idthat we have the right at any time to requpgbu
$325.0 million of incremental commitments under onenore incremental term loan facilities and/@easased
revolving credit facilities. The lenders under théacilities are not under any obligation to pra&vahy such
incremental commitments and any such addition afcrease in commitments will be subject to oureteeding
certain senior secured leverage ratios and cesther customary conditions precedent. Our abititgbtain
extensions of credit under these incremental comenits also will be subject to the same conditiaex@ensions of
credit under the Credit Facilities.

The amount from time to time available under theetibased revolving credit facility (including espect of
letters of credit) is subject to certain borrowhagse limitations. The asset-based revolving cfadility includes a
“last out” tranche in respect of which we may barmgp to a maximum amount of $125.0 million.

Borrowings under the Credit Facilities bear inteedsa rate equal to an applicable margin pluspabption,
either (a) LIBOR or (b) a base rate (which is usuadjual to the prime rate). The applicable mafgimborrowings is
(i) under the term loan facility, 2.75% with respexLIBOR borrowings and 1.75% with respect todsaate
borrowings and (ii) as of August 1, 2008 underdhset-based revolving credit facility (except ia kst out tranche
described above), 1.50% with respect to LIBOR hweimgs and 0.50% with respect to base-rate borrosvaryl for
any last out borrowings, 2.25% with respect to LB&orrowings and 1.25% with respect to base-ratetongs.
The applicable margins for borrowings under treetbased revolving credit facility (except in ttase of last out
borrowings) are subject to adjustment each qubesed on average daily excess availability undeadiset-based
revolving credit facility. We also are requiredgay a commitment fee to the lenders under the -&issetd revolving
credit facility in respect of the unutilized commgnts thereunder. At August 1, 2008, the commitrfemtate was
0.375% per annum. We also must pay customary leftenedit fees.
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The senior secured credit agreement for the team facility requires us to prepay outstanding terams,
subject to certain exceptions, with up to 50% afannual excess cash flow (as defined in the cegftigement), the
net cash proceeds of certain non-ordinary courset aales or other dispositions of property, aedét cash proceeds
of any incurrence of debt other than proceeds febt permitted under the senior secured credieageat.

In addition, the senior secured credit agreemanthi® asset-based revolving credit facility regsiivs to
prepay the asset-based revolving credit faciliijpject to certain exceptions, with the net caslegeds of all non-
ordinary course asset sales or other dispositibresvolving facility collateral (as defined in tisenior secured credit
agreement); and to the extent such extensionsedit@xceed the then current borrowing base.

We may be obligated to pay a prepayment premiuth@@mount repaid under the term loan facilityhéd t
term loans are voluntarily repaid in whole or intgaefore July 6, 2009. We may voluntarily repaystanding loans
under the asset-based revolving credit facilitsrat time without premium or penalty, other thantoomsary
“breakage” costs with respect to LIBOR loans.

At August 1, 2008, we had no borrowings, $51.8ionllof commercial letters of credit, and $82.4 ioiil of
standby letters of credit outstanding under ouetalsased revolving credit facility.

Senior Notes due 2015 and Senior Subordinated €dggles due 2017

We have $1,175.0 million aggregate principal amairit0.625% senior notes due 2015 (the “seniorgipte
outstanding, which mature on July 15, 2015, purst@an indenture dated as of July 6, 2007 (theitsendenture”),
and $700 million aggregate principal amount of Z5%/12.625% senior subordinated toggle notes du& &be
“senior subordinated notes”) outstanding, whichureabn July 15, 2017, pursuant to an indentureddaseof July 6,
2007 (the “senior subordinated indenture”). Theé@emotes and the senior subordinated notes akectiokly referred
to herein as the “notes.” The senior indenturethrdsenior subordinated indenture are collectivelgrred to herein
as the “indentures.” We may redeem some or ah@fites at any time at redemption prices descobedt forth in
the indentures.

Interest on the notes is payable on January 19a@ydl5 of each year. Interest on the senior ngtpayable ir
cash. Cash interest on the senior subordinated actzues at a rate of 11.875% per annum, andriééikest (as that
term is defined below) accrues at a rate of 12.6pB%@annum, if applicable. The initial interest pent on the senior
subordinated notes was payable in cash. For aagesttperiod thereafter through July 15, 2011, \ag elect to pay
interest on the senior subordinated notes (i) ghcéi) by increasing the principal amount of Hemior subordinated
notes or issuing new senior subordinated noteK(fiRterest”) or (iii)) by paying interest on half tdfe principal
amount of the senior subordinated notes in caghast and half in PIK interest. After July 15, 20all interest on the
senior subordinated notes will be payable in cash.
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Adjusted EBITD/

Under the agreements governing the Credit Faaldied the indentures, certain limitations and ictgins
could arise if we are not able to satisfy and renraicompliance with specified financial ratios. M@ement believes
the most significant of such ratios is the senemused incurrence test under the Credit FacilitiBlsis test measures
the ratio of the senior secured debt to AdjustedlTE. This ratio would need to be no greater thazb4o 1 to avoid
such limitations and restrictions. As of Augus2@08, this ratio was 2.6 to 1. Senior secured deti¢fined as our
total debt secured by liens or similar encumbratesscash and cash equivalents. EBITDA is defagthcome
(loss) from continuing operations before cumulag¥fect of change in accounting principle plus iaegt and other
financing costs, net, provision for income taxew] depreciation and amortization. Adjusted EBITBAlefined as
EBITDA, further adjusted to give effect to adjustiteerequired in calculating this covenant ratioemaur Credit
Facilities. EBITDA and Adjusted EBITDA are not peegations made in accordance with U.S. GAAP, ate no
measures of financial performance or conditioryitigy or profitability, and should not be considdras an alternati
to (i) net income, operating income or any othefgenance measures determined in accordance wih GAAP or
(ii) operating cash flows determined in accordanith U.S. GAAP. Additionally, EBITDA and AdjustedBETDA are
not intended to be measures of free cash flow famagement’s discretionary use, as they do notdensertain cash
requirements such as interest payments, tax pagraedtdebt service requirements and replacemefitedfassets.

Our presentation of EBITDA and Adjusted EBITDA Himsitations as an analytical tool, and should net b
considered in isolation or as a substitute forysialof our results as reported under U.S. GAARaBse not all
companies use identical calculations, these prasens of EBITDA and Adjusted EBITDA may not be qoanable tc
other similarly titled measures of other companis. believe that the presentation of EBITDA andustied EBITDA
is appropriate to provide additional informatioroabthe calculation of this financial ratio in t@eedit Facilities.
Adjusted EBITDA is a material component of thisosaBpecifically, non-compliance with the seniocsed
indebtedness ratio contained in our Credit Faeditould prohibit us from making investments, inicigr liens, makin
certain restricted payments and incurring additieeaured indebtedness (other than the additiamalifg provided
for under the senior secured credit agreement arglipnt to specified exceptions).
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The calculation of Adjusted EBITDA under the Crdelicilities is as follows:

13-weeks ended

26-weeks ended

52-weeks ended

August 1, August 3, August 1, August 3, August 1, February 1,
2008 2007 2008 2007 2008 2008
Net income (loss) $ 277 (68.8) $ 336 $ (35.2) $ 56.0 $ (12.8)
Add (subtract):
Interest income (1.2) (3.5) (2.2) (6.1) 4.9 (8.8)
Interest expense 99.4 40.7 200.3 46.8 416.7 263.2
Depreciation and
amortization 57.4 57.3 115.7 107.9 234.2 226.4
Income taxes 16.8 (19.9) 21.5 (3.8) 35.5 10.2
EBITDA 200.1 5.8 368.9 109.6 737.5 478.2
Adjustments:
Transaction and related
costs - 96.1 - 101.7 0.9 102.6
Loss on debt retirements,
net - 6.2 - 6.2 (5.0) 1.2
(Gain) loss on interest
rate swaps 0.3 (6.8) 0.6 4.7) 7.7 2.4
Contingent loss on
distribution center
leases 8.6 - 8.6 3.4 12.0
Impact of markdowns
related to inventory
clearance activities,
including LCM
adjustments, net of
purchase accounting
adjustments 9.0 1.3 5.1 4.2) (0.4)
SG&A related to store
closing and inventory
clearance activities 17.6 - 46.9 7.1 54.0
Operating losses (cash)
stores to be closed 4.1 - 9.4 11 10.5
Monitoring and
consulting fees to
affiliates 25 0.8 4.7 0.8 8.7 4.8
Stock option and
restricted stock unit
expense 2.2 3.8 4.5 3.8 7.2 6.5
Indirect merger-related
costs 4.6 - 124 - 17.0 4.6
Other non-cash charges
(LIFO) 16.0 - 16.0 - 22.1 6.1
Other - - - 0.7 0.3 1.0
Total Adjustments 25.6 139.4 39.5 178.5 66.3 205.3
Adjusted EBITDA $ 2257 1452  $ 4084 % 2881 $ 803.c $ 683.5
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Current Financial Condition / Recent Developments

At August 1, 2008, we had total outstanding deattl(iding the current portion of long-term obligais) of
approximately $4.18 billion. We had $898.4 milliavailable for borrowing under our senior securesttatbased
revolving credit facility at that date. Our liqutigneeds are significant, primarily due to our tdeérvice and other
obligations. However, we believe our cash flow froperations and existing cash balances, combindgdawailability
under the Credit Facilities, will provide sufficiiquidity to fund our current obligations, projed working capital
requirements and capital spending for a perioditithides the next twelve months.

Our inventory balance represented approximately 468&tur total assets exclusive of goodwill and othe
intangible assets as of August 1, 2008. Our praficy in managing our inventory balances can haigraficant
impact on our cash flows from operations duringveig fiscal year. Inventory purchases are oftenesshat seasonal
in nature, such as the purchase of warm-weath€haostmas-related merchandise. See additional stsoa below
regarding changes in inventory balances.

In recent years, pursuant to state regulatory rements, our South Carolina-based wholly ownediwapt
insurance subsidiary, Ashley River Insurance ComgahRIC”), has held cash and cash equivalentsiamdstment
balances to maintain a percentage of ARIIGbility and equity balances (primarily insurari@bilities) in the form c
certain specified types of assets. As a reswdgahnvestments have not been available for geoerabrate purposes.
In May 2008, we received notice that the statemftls Carolina had agreed to a change in theseategyl
requirements for a portion of these assets. Asutrere have liquidated a substantial portion afiouestment
balances and remaining investments of $9.5 miliell at August 1, 2008 are classified as avail&dnesale. These
remaining investments matured or were liquidatethduhe third quarter of 2008.

As described in Note 5 to the condensed consotidatancial statements, we are involved in theruestiring
of certain leases as well as a number of legabastand claims, some of which could potentiallyleis material cas
payments. Adverse developments in those restingtefforts or actions could materially and advirsdfect our
liquidity. We also have certain income tax-relatedtingencies as more fully described below uriGeitical
Accounting Policies and Estimates.” Future negatiseelopments could have a material adverse effecur
liquidity.

We may seek, from time to time, to retire the ngéssdefined above) through cash purchases orpére o
market, in privately negotiated transactions oeothse. Such repurchases, if any, will depend ewvailing market
conditions, our liquidity requirements, contracttesdtrictions and other factors. The amounts irslmay be
material.

Cash flows from operating activitiesA significant component of the change in casw8 from operating
activities in the 2008 period as compared to tH&73feriod was our strong operating performancetogeeater sales,
higher gross margins and lower SG&A expenses a&sceptage of sales, partially offset by signifibahigher interes
expense, as described in more detail above unde=suls of Operations.” In addition, we experiencenleased
inventory
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turns and improved merchandise payment terms i2@0& period as compared to the 2007 period. Adsqueyable
balances increased by $262.4 million in the 200®decompared to an increase of $6.4 million in2007 period as
result of our implementation of initiatives to aggsively manage our payables. Partially offsettirggchanges in
accounts payable were changes in inventory balamdesh increased by 16% overall during the firalf lof 2008
compared to a 2% overall decline during the fiedt bf 2007. Inventory levels in the highly consbteacategory
increased by 21% in the 2008 period compared &b andrease in the 2007 period; the seasonal categoreased by
13% in the 2008 period compared to a 8% decreat®iA007 period; the home products category wsesngiglly
unchanged in the 2008 period compared to an 11%nden the 2007 period; and basic clothing incezbby 16% in
the 2008 period compared to a decline of 5% iIrR0@/ period. These changes in inventory balaneepranarily
attributable to new merchandising initiatives aimel timing of certain product purchases as comp@réuke prior year
period.

Cash flows from investing activitiesSignificant components of property and equipnpamthases in the 2008
period included the following approximate amou1 million for improvements and upgrades to emrgsttores; $1
million for remodels and relocations of existingrsts; $10 million for new stores; $6 million foisttibution and
transportation-related capital expenditures; andhi#on for systemselated capital projects. During the 2008 per
we opened 125 new stores and remodeled or relo2dtedtores.

The Merger, as discussed in more detail aboveltegsin cash payments of approximately $6.7 billioat of
cash acquired of $350 million, in the 2007 peri®inificant components of property and equipmemtipases in the
2007 period included the following approximate amsu$30 million for new stores; $17 million for movements,
upgrades, remodels and relocations of existingest&@7 million for distribution and transportaticelated capital
expenditures; and $4 million for systems-relatepitedprojects. During the 2007 period, we opeBéd new stores,
and remodeled or relocated 87 stores.

Purchases and sales of short-term investments.®fr#flion and $59.0 million, respectively, duritige 2008
period, and sales of short-term investments ofSrdllion and purchases of short-term and long-temmestments
totaling $25.5 million during the 2007 period relgrimarily to ARIC.

Capital expenditures for the entire 2008 fiscalrya@a projected to be approximately $200 to $220ani We
anticipate funding our 2008 capital requirementthwash flows from operations and our asset-basaulving credit
facility, if necessary.

Cash flows from financing activitiesWe repaid $102.5 million under our asset-basgdlving credit facility
in the 2008 period. In the 2007 period we issued{term debt of approximately $4.2 billion and sdiwommon
stock in the amount of approximately $2.8 billienfinance the Merger. We completed a cash tender iof the 2007
period for our 2010 Notes. Approximately 99% of 8840 Notes were validly tendered resulting in yepants of
long-term debt in the amount of $210.3 million. Bovings, net of repayments, under our asset-baserving credit
facility in the 2007 period totaled $300.0 milliohlso in the 2007 Predecessor period, we paid dastiends of $15.
million, or $0.05 per share, on outstanding common
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stock during the 2007 period, offset by proceedmfthe exercise of stock options of $41.5 million.
Critical Accounting Policies and Estimates

The preparation of financial statements in accardamith U.S. GAAP requires management to make eséisn
and assumptions that affect reported amounts datdkdedisclosures. In addition to the estimatesgnted below,
there are other items within our financial stateta¢hat require estimation, but are not deemedatatias defined
below. We believe these estimates are reasonatile@ropriate. However, if actual experience difieom the
assumptions and other considerations used, th#ingschanges could have a material effect on itenicial
statements taken as a whole.

Management believes the following policies andnestes are critical because they involve significant
judgments, assumptions, and estimates. Managerasmtiscussed the development and selection ofiticakt
accounting estimates with the Audit Committee af Board of Directors, and the Audit Committee hadewed the
disclosures presented below relating to those ipsliand estimates.

Merchandise InventoriesMerchandise inventories are stated at the loweost or market with cost
determined using the retail last-in, first-out (AQ") method. Under our retail inventory method (VR), the
calculation of gross profit and the resulting vailom of inventories at cost are computed by apgyarcalculated cost-
to-retail inventory ratio to the retail value ofess The RIM is an averaging method that has bedealyused in the
retail industry due to its practicality. Also, & iecognized that the use of the RIM will resulvatuing inventories at
the lower of cost or market (“LCM”) if markdownseacurrently taken as a reduction of the retail altiinventories.

Inherent in the RIM calculation are certain sigeafit management judgments and estimates incluaingng
others, initial markups, markdowns, and shrinkag@ch significantly impact the gross profit calcite as well as tr
ending inventory valuation at cost. These signiftaastimates, coupled with the fact that the RIMnsaveraging
process, can, under certain circumstances, pratigtmted cost figures. Factors that can leadstodion in the
calculation of the inventory balance include:

« applying the RIM to a group of products that is faatly uniform in terms of its cost and sellingqe
relationship and turnover;

« applying the RIM to transactions over a periodimiet that include different rates of gross profitgis as
those relating to seasonal merchandise;

« inaccurate estimates of inventory shrinkage betwieemate of the last physical inventory at a stme the
financial statement date; and

e inaccurate estimates of LCM and/or LIFO reserves.
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Factors that reduce potential distortion includeuke of historical experience in estimating thengh
provision (see discussion below) and recent imprars in the annual LIFO analysis whereby all Skatés
considered in the index formulation. An actual agilon of inventory under the LIFO method can be enanly at the
end of each year based on the inventory levelsasts at that time. Accordingly, interim LIFO cdbtions are based
on management’s estimates of expected year-endtimyelevels, sales for the year and the expectrof
inflation/deflation for the year and are thus sabje adjustment in the final year-end LIFO invegtealuation. We
also perform interim inventory-aging analysis fetefmining obsolete inventory. Our policy is toterdown
inventory to an LCM value based on various managemesumptions including estimated markdowns ales$ sa
required to liquidate such aged inventory in futpeeiods. Inventory is reviewed on a quarterly $asid adjusted as
appropriate to reflect write-downs determined taonbeessary.

Factors such as slower inventory turnover due &mghs in competitors’ tactics, consumer preferences
consumer spending and unseasonable weather patarosg other factors, could cause excess invenégpyiring
greater than estimated markdowns to entice conspuarehases, resulting in an unfavorable impactwn o
consolidated financial statements. Sales shorifiaiésto the above factors could cause reduced aseshrom vendo
and associated vendor allowances that would adtri@ an unfavorable impact on our consolidatedricial
statements.

We calculate our shrink provision based on dgibgsical inventory results during the fiscal jperiand an
accrual for estimated shrink occurring subsequeatghysical inventory through the end of the fiseporting period
This accrual is calculated as a percentage of sakeach retail store, at a department level, snigtermined by
dividing the book-to-physical inventory adjustmerdgsorded during the previous twelve months byréiated sales
for the same period for each store. To the extaattdubsequent physical inventories yield differestlts than this
estimated accrual, our effective shrink rate fgien reporting period will include the impact afjasting the
estimated results to the actual results. Althouglperform physical inventories in virtually all ofir stores on an
annual basis, the same stores do not necessatritpgeted in the same reporting periods from yeaetr, which
could impact comparability in a given reportingipdr

Goodwill and Indefinite-Lived Intangible Assdtlder SFAS 142, “Goodwill and Other Intangible Alssewe
are required to test goodwill and intangible asg&tis indefinite lives for impairment annually, orore frequently if
impairment indicators occur. Significant judgmergquired in this testing process may include ptojgduture cash
flows, determining appropriate discount rates aheioassumptions. Projections are based on managsrbest
estimates given recent financial performance, mdrkads, strategic plans and other available médion. Changes
these estimates and assumptions could materidéigtahe determination of fair value or impairmerfture indicator
of impairment could result in an asset impairmdrarge.

Purchase Accounting.he Merger was accounted for as a reverse ac@uisitiaccordance with the purchase
accounting provisions of SFAS 141, “Business Cormatiams,” under which our assets and liabilitiesenbeen
accounted for at their estimated fair values ab@idate of the Merger. The aggregate purchase yas allocated to
the tangible and intangible
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assets acquired and liabilities assumed, basedapassessment of their relative fair values dsetlate of the
Merger. These estimates of fair values, the alionaif the purchase price and other factors relaigte accounting
for the Merger are subject to significant judgmeantd the use of estimates.

Property and EquipmentProperty and equipment are recorded at cost. MMggour assets into relatively
homogeneous classes and generally provide for degimn on a straight-line basis over the estimateztage useful
life of each asset class, except for leaseholdorgments, which are amortized over the shortenegpplicable leas
term or the estimated useful life of the assett@deistore and warehouse fixtures, when fully dejated, are remove
from the cost and related accumulated depreciatimmhamortization accounts. The valuation and dlaatbn of thest
assets and the assignment of useful deprecialele iinwolves significant judgments and the use tinages.

Impairment of Long-lived Asseldle review the carrying value of all long-lived ass®r impairment
whenever events or changes in circumstances imdibat the carrying value of an asset may not bevexable. In
accordance with Statement of Financial Accountitap&ards (“SFAS”) 144, “Accounting for the Impaimer
Disposal of Long-Lived Assets,” we review for impaent stores open more than two years for whicheaticash
flows from operations are negative. Impairment itssuhen the carrying value of the assets excdezlaridiscounted
future cash flows over the life of the lease. Catmeate of undiscounted future cash flows overl¢lase term is based
upon historical operations of the stores and eséisnaf future store profitability which encompassesy factors that
are subject to variability and are difficult to gret. If a longlived asset is found to be impaired, the amourdgaizec
for impairment is equal to the difference betwedsndarrying value and the asset’s fair value. Hievalue is
estimated based primarily upon future cash flovisc@unted at our credit adjusted risk-free rate)tber reasonable
estimates of fair market value in accordance wit..GAAP.

Insurance Liabilities We retain a significant portion of the risk farravorkers’ compensation, employee
health insurance, general liability, property lassl automobile coverage. These costs are signifpranarily due to
the large employee base and number of stores.eAddte of the Merger this liability was discouniteéccordance
with purchase accounting standards. Subsequehg tolérger, provisions are made to this insuraratgliiy on an
undiscounted basis based on actual claim datastmdages of incurred but not reported claims dgwetbusing
actuarial methodologies based on historical claends. If future claim trends deviate from recdstdrical patterns,
we may be required to record additional expensexpense reductions, which could be material tofawre financia
results.

Contingent Liabilities — Income Taxdscome tax reserves are determined using the melibgyl established
by the Financial Accounting Standards Board (“FApBterpretation 48, Accounting for Uncertainty ircme Taxe
— An Interpretation of FASB Statement 109 (“FIN 48FIN 48, which we adopted on February 3, 200quires
companies to assess each income tax position tedieg a two step process. A determination is firatle as to
whether it is more likely than not that the positisill be sustained, based upon the technical syargon examination
by the taxing authorities. If the tax positioreigected to meet the more likely than not criteha,benefit recorded
for the tax position equals the largest amountithat
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greater than 50% likely to be realized upon ultersgttlement of the respective tax position. Uagetax positions
require determinations and estimated liabilitiebeéanade based on provisions of the tax law whiak be subject to
change or varying interpretation. If our deternimras and estimates prove to be inaccurate, thatireg adjustments
could be material to our future financial results.

Contingent Liabilities - Legal MattersWe are subject to legal, regulatory and othecgedings and claims.
We establish liabilities as appropriate for thelsénts and proceedings based upon the probabildyestimability of
losses and to fairly present, in conjunction wita tisclosures of these matters in our financakstents and SEC
filings, management’s view of our exposure. We eavoutstanding claims and proceedings with extesoahsel to
assess probability and estimates of loss. Weveddate these assessments on a quarterly bassew and significa
information becomes available to determine wheghi@bility should be established or if any exigtirability should
be adjusted. The actual cost of resolving a claiproceeding ultimately may be substantially défgrthan the
amount of the recorded liability. In addition, basa it is not permissible under U.S. GAAP to essald litigation
liability until the loss is both probable and eddinte, in some cases there may be insufficient toresstablish a
liability prior to the actual incurrence of the $o&ipon verdict and judgment at trial, for examplein the case of a
quickly negotiated settlement). See Note 5 to threlensed consolidated financial statements.

Lease Accounting and Excess Faciliti@he majority of our stores are subject to shemrtleases (usually
with initial or primary terms of 3 to 5 years) withultiple renewal options when available. We alagehstores subject
to build-to-suit arrangements with landlords, whigpically carry a primary lease term of 10 yearthwnultiple
renewal options. Approximately half of our storesé provisions for contingent rentals based uppereentage of
defined sales volume. We recognize contingent rextzense when the achievement of specified satgets is
considered probable. We recognize rent expensetiogderm of the lease. We record minimum rentpkese on a
straight-line basis over the base, reamcelable lease term commencing on the date ih&ike physical possessior
the property from the landlord, which normally imgdés a period prior to store opening to make nacg$sasehold
improvements and install store fixtures. When adezontains a predetermined fixed escalation ofriimémum rent,
we recognize the related rent expense on a stringhbasis and record the difference betweenghegnized rental
expense and the amounts payable under the leasdeased rent. We also receive tenant allowancb&ghwe record
as deferred incentive rent and amortize as a regutd rent expense over the term of the leaseraffect as a liabilit
any difference between the calculated expenselendrhounts actually paid. Improvements of leasedepties are
amortized over the shorter of the life of the aggdble lease term or the estimated useful life efasset.

For store closures (excluding those associatedauithsiness combination) where a lease obligatibesists,
we record the estimated future liability associatéth the rental obligation on the date the sterelosed in
accordance with SFAS 146, “Accounting for Costso&sgted with Exit or Disposal Activities.” Based an overall
analysis of store performance and expected trendsagement periodically evaluates the need to close
underperforming stores. Liabilities are establisaethe point of closure for the present valuergf @maining
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operating lease obligations, net of estimated sigigléncome, and at the communication date for aaeerand other
exit costs, as prescribed by SFAS 146. Key assompin calculating the liability include the timafne expected to
terminate lease agreements, estimates related sutiiease potential of closed locations, and asim of other
related exit costs. If actual timing and potentigmination costs or realization of sublease incdiffer from our
estimates, the resulting liabilities could varynroecorded amounts. These liabilities are reviepartbdically and
adjusted when necessary.

Share-Based Payment®ur share-based stock option awards are valuesh @mdividual grant basis using the
Black-Scholegverton closed form option pricing model. The apation of this valuation model involves assumpti
that are judgmental and highly sensitive in theiaabn of stock options, which affects compensatiopense related
to these options. These assumptions include thetteat the options are expected to be outstandimgstimate of the
volatility of our stock price (which is based opeer group of publicly traded companies), applieabierest rates and
the dividend yield of our stock. Other factors itwieg judgments that affect the expensing of sh@sed payments
include estimated forfeiture rates of share-baseatds. If our estimates differ materially from aatexperience, we
may be required to record additional expense aratohs of expense, which could be material tofature financial
results.

Derivative Financial Instrumentd.he valuation of our derivative financial instrunt®is determined using
valuation techniques including discounted cash #malysis on the expected cash flows of each derezarhis
analysis reflects the contractual terms of thevagiries, including the period to maturity, and usbservable market-
based inputs, including interest rate curves. falrevalues of interest rate swaps are determirsgagua methodology
of netting the discounted future fixed cash payméot receipts) and the discounted expected varizdsh receipts (
payments). The variable cash receipts (or payrjhantsbased on an expectation of future interéss rdorward
curves) derived from observable market interest catves. In addition, we incorporate credit vabhratdjustments to
appropriately reflect both our own nonperformarsk and the respective counterparty’s nonperforrearsk. To
adjust the fair value of derivative contracts foe £ffect of nonperformance risk, we consider theact of netting and
any applicable credit enhancements, such as aallggestings, thresholds, mutual puts, and guaesniEhese
valuation techniques and the related inputs inckatemates and assumptions which are judgmemdlirasome
cases, based on forecasts of future events. I¢ thetimates and assumptions differ materially femtuial experience,
the resulting adjustments could be material tofoture financial results.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK.

There have been no material changes to the digel®selating to this item from those set forth um nnual
Report on Form 10-K for the fiscal year ended Fabrd, 2008.
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ITEM 4T. CONTROLS AND PROCEDURES.

(@) Disclosure Controls and Procedur. Under the supervision and with the participatbour
management, including our principal executive @ffiand principal financial officer, we conductedesaluation of
our disclosure controls and procedures, as suohitedefined under Rule 13a-15(e) or 15d-15(e) jigated under
the Securities Exchange Act of 1934, as amended'Bkchange Act”). Based on this evaluation, oungpal
executive officer and our principal financial officconcluded that our disclosure controls and o were
effective as of the end of the period covered Iy ridport.

(b) Changes in Internal Control Over Financial Repog. There have been no changes in our inte
control over financial reporting (as defined in Bange Act Rule 13a-15(f)) during the quarter enéledgust 1, 2008
that have materially affected, or are reasonakslyito materially affect, our internal control e\famancial reporting.

PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

The information contained under the heading “Lggateedings” in Note 5 to the condensed consolkidate
financial statements included in Part I, Item 1ha$ Form 10-Q is incorporated herein by this refiee.

ITEM 1A. RISK FACTORS.

There have been no material changes to the digel@selating to this item from those set forth um &nnual
Report on Form 10-K for the fiscal year ended Fahbyd, 2008.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS .

Pursuant to the terms of a Management Stockholdgreement with us and Buck Holdings, L.P., eachwof
shareholders agreed that shareholder action megkba without a meeting, without prior notice anthaut a vote if
a written consent setting forth the action takesigaed by shareholders having not less than themam number of
votes that would be necessary to authorize theraeti a meeting, and consented to the taking ofatign in such
manner. On May 29, 2008, acting by written consétitout a meeting in reliance upon this provisiBogck
Holdings, L.P., which owns 553,400,020 shares ofommmon stock (or approximately 99% of our thetstainding
common stock), voted all of its shares to:

« Re-elect each member of our Board of Directors (napdighael M. Calbert, Raj Agrawal, Richa
W. Dreiling, Adrian Jones and Dean B. Nelson) feeran of one year or until the election of eachhsuc
director’s successor.

« Approve and authorize an amendment to the 200k $toentive Plan for Key Employees of Dol
General Corporation and its Affiliates to incretfse number of
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shares available for grant under that Plan to &vllion from the previously authorized 24 million.

In addition, pursuant to the terms of the ManagdrSéockholder's Agreement, each of our shareholders
appointed Buck Holdings, L.P. and its authorizgutesentatives and designees as proxy and attonriyti to
exercise the shareholder’s right to vote all ofdrikier shares of our common stock for the purpbdsdecting any one
or more members to our Board. Pursuant to thisypBxck Holdings, L.P., must vote on behalf of eaabh
shareholder in the same manner as Buck Holdings, lotes its own shares for the purpose of elg@ity one or
more members to our Board. As of May 29, 2008, 2877 shares of our common stock were outstandidgsabject
to this proxy.

ITEM 6. EXHIBITS.

See the Exhibit Index immediately following thersdure page hereto, which Exhibit Index is incogbed by
reference as if fully set forth herein.

CAUTIONARY DISCLOSURE REGARDING FORWARD-LOOKING STA TEMENTS

“Forward-looking statements” within the meaninglué federal securities laws are included througliust
report, particularly under the heading “ManagenseBtiscussion and Analysis of Financial Conditiod &esults of
Operations,” among others. You can identify theatements because they are not solely statemehtstofical fact
or they use words such as “may,” “will,” “shouldgxpect,” “believe,” “anticipate,” “project,” “playi “expect,”
“estimate,” “objective,” “forecast,” “goal,” “inted,” “will likely result,” or “will continue” and similar expressions tf
concern our strategy, plans or intentions, amohgrahings. For example, all statements relatingutoestimated or
projected earnings, costs, expenditures, cash fifomancial results and liquidity, our plans andeatives for future
operations, growth or initiatives, the expectecconte or impact of pending or threatened litigateomg expectations
regarding a possible reduction in the reserve faettain tax positions are forward-looking statetaen

All forward-looking statements are subject to rigk&l uncertainties that may change at any timeusactual
results may differ materially from those that w@ested. We derive many of these statements fronoperating
budgets and forecasts, which are based on manyedesasumptions that we believe are reasonableeMer, it is
very difficult to predict the impact of known facsyp and we cannot anticipate all factors that caiilelct our actual
results. Important factors that could cause acemllts to differ materially from the expectati@ngpressed in our
forward-looking statements include, without limitett, increased competition; consumer demand, spgrnahtterns
and debt levels; changing wages, health care, bezfit, and insurance costs; inflation and gdresxanomic
conditions; fluctuations in the costs of gasolitiesel fuel and other energy, transportation, dilidies costs; the
ability to hire and retain effective employees; ability to timely open, remodel or relocate stoiaterest rate
fluctuations; capital market conditions; risks am@llenges in connection with sourcing merchanfim® domestic
and international vendors; disruptions in the sygplain; the level of success of our initiativése butbreak of war or
pandemics; geopolitical events or conditions; redtdisasters; weather conditions; regulatory msittdse cost of
goods; seasonality; the
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factors disclosed under “Risk Factors” in Partdm 1A of our Annual Report on Form 10-K for thectl year ended
February 1, 2008; the factors disclosed elsewhmetieis document (including, without limitation, @@njunction with
the forward-looking statements themselves and utigeheading “Critical Accounting Policies and Bsdies”); and
other factors. All written and oral forward-lookistatements are qualified in their entirety by éheautionary
statements as well as other cautionary statemleaitsve make from time to time in our other SEG\§E and public
communications. You should evaluate all of our far¢looking statements in the context of thesesraskd
uncertainties.

The important factors referenced above may notatomatl of the material factors that are importenyou. In
addition, we cannot assure you that we will realieeresults or developments we expect or antieipgteven if
substantially realized, that they will result iretbonsequences or affect us or our operationeiwtly we expect. The
forward-looking statements included in this re@yd made only as of the date hereof. We undertakabligation to
publicly update or revise any forward-looking staént as a result of new information, future evemtstherwise,
except as otherwise required by law.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causeddport
to be signed on its behalf by the undersigned threceduly authorized, both on behalf of the Registiand in his
capacity as principal financial and accountingaafiof the Registrant.

DOLLAR GENERAL CORPORATION

Date: September 3, 2008 By: /s/ David M. Tehle
David M. Tehle
Executive Vice President and Chief Financial Office
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EXHIBIT INDEX

First Amendment to Employment Agreement with DaMdTehle, dated as of May 9, 2008 (incorporate
reference to Exhibit 99.1 to the Company’s Curieeport on Form & dated May 9, 2008, filed with the SI
on May 15, 2008 (file no. 001-11421)).

First Amendment to Employment Agreement with KaghldR. Guion, dated as of May 9, 2008 (incorpol
by reference to Exhibit 99.2 to the Company’s CutrfReport on Form & dated May 9, 2008, filed with t
SEC on May 15, 2008 (file no. 001-11421)).

First Amendment to Employment Agreement with Cldlli. Lowe, dated as of May 9, 2008 (incorporate
reference to Exhibit 99.3 to the Company’s Curfgeport on Form & dated May 9, 2008, filed with the SI
on May 15, 2008 (file no. 001-11421)).

Addendum to Employment Agreement with Challis Mwea) dated as of May 14, 2008 (incorporatet
reference to Exhibit 99.4 to the Company’s Curieeport on Form & dated May 9, 2008, filed with the SI
on May 15, 2008 (file no. 001-11421)).

Amendment No. 1 to the 2007 Stock Incentive Plankiey Employees of Dollar General Corporation ais
Affiliates (incorporated by reference to Exhibit 89the Company’s Current Report on FornK &ated Ma’
29, 2008, filed with the SEC on June 2, 2008 (fibe 001-11421)).

Second Amendment to the Dollar General Corpora@®@P/SERP Plan (as amended and restated eff
December 31, 2007), dated as of June 3, 2008.

Certifications of CEO and CFO under Exchange AdeRi3«14(a).

Certifications of CEO and CFO under 18 U.S.C. 1!
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SECOND AMENDMENT
TO THE
DOLLAR GENERAL CORPORATION
CDP/SERP PLAN
(As Amended and Restated Effective December 31, 200

WHEREAS, effective as of December 31, 2007, Dollar GenemipGration (“Company”adopted the late
amendment and restatement of the Dollar GenergdCation CDP/SERP Plan (“Plan”);

WHEREAS, pursuant to Section 11.3 of the Plan, the Plan beagmended by due action of the Boar
Directors or the Plan Committee (which is the Baaefdministration Committee of the Company); and

WHEREAS, the Benefits Administration Committee of the Compaesires to amend the Plan to clarify
conform the Plan’s provisions relating to CDP Comp#atching Credits.

NOW, THEREFORE, the Benefits Administration Committee of the Compdrereby amends the Plan
follows, effective December 31, 2007 or as otheewexpressly provided herein, provided, howevert thahis
amendment does not comply with Code Section 409&lyding the Income Tax Regulations thereunderany
manner, the provisions(s) not so complying shallbeeffective until amended to so comply (whicheadment ma
be retroactive to the extent permitted under Castgti® 409A (including the Income Tax Regulatiomsreunder)):

1.
Section 4.4(d) is amended to read as follows:

(d) It is intended that all Deferral Elections (inclodi form of distribution elections) a
modifications thereto will comply with the requirents of Code Section 409A. The Plan Committee tbaaized t
adopt rules or regulations deemed necessary ooppate in connection therewith to anticipate and@mply with the
requirements of Code Section 409A (including amysition or grandfather rules thereunder) and i@eitdifferen
rules for different Participants or groups of Rap@ants.

2.
The following new Section 4.4(e) is added to thed?:

(e) Except as expressly limited in this Plan, a SERRidj@ant may make a Deferral Elect
regarding the form of distribution of his’/her SERBcount on the same basis as is available to a Eiffcipan
(including, without limitation, on a Plan Year byaR Year basis with the election being made pimothe Plan Ye:
for which the contribution is earned). Notwithstargdthe foregoing, if a SERP Participant does moely make
form of distribution

1734865.2




election, this Plars default form of distribution rules shall applydoch portion of his/her SERP Account; provit
however, that where permitted by the Plan Commiae®ERP Participant may make a form of distribugtection o
or before December 31, 2008 under the transitienti®n rules under Code Section 409A so long a®letion doe
not actually accelerate payment into the Plan Yeadelay payment beyond the Plan Year, in whiah ttansitiol
election is made when compared to the payment wbibkrwise would have been made under this Bldefaul
payment rules.

3.
All references in Section 5.2(a) to Code Sectiob0{4)(17)” are changed to “401(a)(17)".
4,

Except as amended by this Second Amendment, tinesR&l remain in full force and effect.

IN WITNESS WHEREOF , this Second Amendment to the Plan has been ecaut the 39 day of June
2008, but effective as hereinabove provided.

DOLLAR GENERAL CORPORATION

By: [/s/ Jeffery R. Rice

VP, Human Resources
Its:  Chairman, BAC




CERTIFICATIONS
I, Richard W. Dreiling, certify that:
1. | have reviewed this quarterly report on Fo®aQL of Dollar General Corporation;

2. Based on my knowledge, this report does not corgmjnuntrue statement of a material fact or
to state a material fact necessary to make thersttts made, in light of the circumstances L
which such statements were made, not misleadirty negipect to the period covered by this report;

3. Based on my knowledge, the financial statementd,@her financial information included in t
report, fairly present in all material respects fimancial condition, results of operations andh
flows of the registrant as of, and for, the peripdssented in this report;

4. The registran$’ other certifying officer(s) and | are responsifide establishing and maintaini
disclosure controls and procedures (as definedkah&nhge Act Rules 13a-15(e) and 1Ez{e)) an
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15{f))
for the registrant and have:

() Designed such disclosure controls and procedure caused such disclosure controls
procedures to be designed under our supervisioensare that material information relat
to the registrant, including its consolidated sdlasies, is made known to us by others wi
those entities, particularly during the period ihigh this report is being prepared,;

(b) Designed such internal control over financigarting, or caused such internal control
financial reporting to be designed under our sug®m, to provide reasonable assure
regarding the reliability of financial reporting dthe preparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registerdisclosure controls and procedures
presented in this report our conclusions aboutkeffectiveness of the disclosure controls
procedures, as of the end of the period coverdtiisyeport based on such evaluation; and

(d) Disclosed in this report any change in thestegnt’s internal control over financial report
that occurred during the registrant’'s most recéstaf quarter (the registrastfourth fisce
guarter in the case of an annual report) that hatemally affected, or is reasonably likely
materially affect, the registrant’s internal contger financial reporting; and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evalue
of internal control over financial reporting, toethegistrans auditors and the audit committee
the registrant’s board of directors (or persorm$gpming the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of inte
control over financial reporting which are reasdpdiely to adversely affect the registraat’
ability to record, process, summarize and repagrfcial information; and

(b) Any fraud, whether or not material, that inved management or other employees who h
significant role in the registrant’s internal catover financial reporting.

Date: September 3, 2008 /s/ Richard W. Dreiling

Richard W. Dreiling
Chief Executive Officer




I, David M. Tehle, certify that:
1. | have reviewed this quarterly report on Fo®aQ of Dollar General Corporation;

2.  Based on my knowledge, this report does not corgmjnuntrue statement of a material fact or
to state a material fact necessary to make thersatts made, in light of the circumstances L
which such statements were made, not misleadirty negipect to the period covered by this report;

3. Based on my knowledge, the financial statementd,@her financial information included in t
report, fairly present in all material respects fimancial condition, results of operations andh
flows of the registrant as of, and for, the peripdssented in this report;

4. The registran$’ other certifying officer(s) and | are responsifide establishing and maintaini
disclosure controls and procedures (as definedkah&nhge Act Rules 13a-15(e) and 1Ez{e)) an
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15f))
for the registrant and have:

() Designed such disclosure controls and procedure caused such disclosure controls
procedures to be designed under our supervisioensare that material information relat
to the registrant, including its consolidated sdlasies, is made known to us by others wi
those entities, particularly during the period ihigh this report is being prepared,;

(b) Designed such internal control over financigarting, or caused such internal control
financial reporting to be designed under our sup@m, to provide reasonable assur:
regarding the reliability of financial reporting dthe preparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and pres
in this report our conclusions about the effectaen of the disclosure controls .
procedures, as of the end of the period coverdtiisyeport based on such evaluation; and

(d) Disclosed in this report any change in thestegnt's internal control over financial report
that occurred during the registrant’'s most recéstaf quarter (the registrastfourth fisce
guarter in the case of an annual report) that hatemally affected, or is reasonably likely
materially affect, the registrant’s internal cothtger financial reporting; and

5. The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluatic
internal control over financial reporting, to thegistrants auditors and the audit committee of
registrant’s board of directors (or persons perfogithe equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of inte
control over financial reporting which are reasdpdiely to adversely affect the registraat’
ability to record, process, summarize and repa#rftial information; and

(b) Any fraud, whether or not material, that inved management or other employees who h
significant role in the registrant’s internal catover financial reporting.

Date: September 3, 2008 /s/ David M. Tehle

David M. Tehle
Chief Financial Officer




CERTIFICATIONS
Pursuant to 18 U.S.C. Section 1350

Each of the undersigned hereby certifies that sokhiowledge the Quarterly Report
Form 10Q for the fiscal quarter ended August 1, 2008 ofldddGeneral Corporatic
(the “Company”)filed with the Securities and Exchange Commissiorihe date here
fully complies with the requirements of sectiond)3¢r 15(d) of the Securities Excha
Act of 1934 and that the information contained ucls report fairly presents, in
material respects, the financial condition and ltesaf operations of the Company.

/sl Richard W. Dreiling

Name: Richard W. Dreiling
Title: Chief Executive Officer
Date: September 3, 2008

/s/ David M. Tehle

Name: David M. Tehle
Title: Chief Financial Officer
Date:  September 3, 2008




