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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 April 30, 2004

Commission file number: 00311421

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

TENNESSEE 61-0502302
(State or Other Jurisdiction of (I.LR.S. Employer
Incorporation or Organization) Identification No.)

100 MISSION RIDGE
GOODLETTSVILLE, TN 37072
(Address of Principal Executive Offices, Zip Code)

Registrant’s telephone number, including area code: (615) 8554000

Indicate by check mark whether the Registrant: hélg filed all reports required to be filed by $mctl3 or 15
(d) of the Securities Exchange Act of 1934 durihg preceding 12 months (or for such shorter petiad the
Registrant was required to file such reports), @)dchas been subject to such filing requirementgte past 90 day
Yes [X]No [ ]

Indicate by check mark whether the Registrant is@elerated filer (as defined in Rule 12bf the Exchanc
Act). Yes [X] No [ ]

The number of shares of common stock outstandingan24, 2004, was 329,695,876.
PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)
April 30, 2004 January 30, 2004

ASSETS



Current assets:

Cash and cash equivalents $ 256883 $ 398,278
Merchandise inventories 1,277,185 1,157,141
Deferred income taxes 21,852 30,413
Other current assets 73,738 66,383
Total current assets 1,629,658 1,652,215
Property and equipment, at cost 1,775,496 1,229,7
Less accumulated depreciation and amortization 757,849 720,498
Net property and equipment 1,017,647 989,224
Other assets, net 26,464 11,270
Total assets $ 2,673,769 $ 2,652,709
LIABILITIES AND SHAREHOLDERS'’ EQUITY
Current liabilities:
Current portion of long-term obligations $ 16,880 $ 16,670
Accounts payable 510,187 383,791
Accrued expenses and other 288,028 297,616
Income taxes payable 38,322 45,725
Total current liabilities 853,417 743,802
Long-term obligations 261,621 265,337
Deferred income taxes 70,648 66,650
Shareholders’ equity:
Preferred stock - -
Common stock 164,354 168,095
Additional paid-in capital 386,158 376,930
Retained earnings 943,404 1,037,409
Accumulated other comprehensive loss (1,108) (1,161)
1,492,808 1,581,273
Other shareholders’ equity (4,725) (4,353)
Total shareholders’ equity 1,488,083 1,576,920
Total liabilities and shareholders’ equity $ 2,673,769 $ 2,652,709

See notes to condensed consolidated financials&atts.



DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(Dollars in thousands except per share amounts)

For the 13 weeks ended

April 30, 2004 May 2, 2003
% of % of

Amount Net Sales Amount Net Sales
Net sales $,747,95¢ 100.00% $ 1,569,064 100.00%
Cost of goods sold 1,235,709 70.69 1,117,158 71.20
Gross profit 512,250 29.31 451,906 28.80
Selling, general and administrative 397,700 22.75 348,955 22.24
Operating profit 114,550 6.55 102,951 6.56
Interest expense, net 6,442 0.37 9,411 0.60
Income before taxes on income 108,108 6.18 93,545.96
Provision for taxes on income 40,259 2.30 33,208 2.12
Net income $ 67,849 388% $ 60,332 3.85%
Diluted earnings per share $ 0.20 $ 0.18
Weighted average diluted shares (000s) 337,257 334,597
Basic earnings per share $ 0.20 $ 0.18
Weighted average basic shares (000s) 334,109 333,243
Dividends per share $ 0.040 $ 0.035

See notes to condensed consolidated financials&atts.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

Cash flows from operating activities:

Net income
Adjustments to reconcile net income to net cashigeal
by (used in) operating activitie

For the 13 weeks ended

April 30, 2004

May 2, 2003

$ 67,849

$ 60,332



Depreciation and amortizatic 39,636 36,756
Deferred income taxe 12,559 8,500
Tax benefit from stock option exercis 2,172 224
Change in operating assets and liabilit
Merchandise inventorie (120,044) (77,670)
Other current asse (7,355) (6,381)
Accounts payabl 90,906 15,921
Accrued expenses and otl (9,175) (9,198)
Income taxe: (7,422) (30,555)
Other (15,512) 1,763
Net cash provided by (used in) operating activi 53,614 (308)
Cash flows from investing activitie
Purchases of property and equipmr (51,060) (30,129)
Proceeds from sale of property and equipn 29 66
Net cash used in investing activiti (51,031) (30,063)
Cash flows from financing activitie
Repayments of lor-term obligations (4,063) (4,086)
Payment of cash dividen: (13,319) (11,673)
Proceeds from exercise of stock opti 6,546 694
Repurchases of common stc (133,589) -
Other financing activitie 447 64
Net cash used in financing activiti (143,978) (15,001)
Net decrease in cash and cash equiva (141,395) (45,372)
Cash and cash equivalents, beginning of pe 398,278 121,318
Cash and cash equivalents, end of pe $ 256,883 $ 75,946
Supplemental schedule of noncash investing andding
activities:
Repurchases of common stock included in Acco
payable $ 18,996 $ -
Purchases of property and equipment awaitin I
for payment,pin(ﬁudgd in Ac%oﬂnts paya I peiog $ 16,494 $ -
Purchases of property and equipment under capaak
obligations 550 $ 117

See notes to condensed consolidated financials&atts.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatementUnaudited)

1. Basis of presentation and accounting policie
Basis of presentation

The accompanying unaudited condensed consolidatadcial statements of Dollar General Corporatithre
“Company”) have been prepared in accordance with accountimgipies generally accepted in the United S
(“GAAP”) for interim financial information and angresented in accordance with the requirements ohHE®-Q anc
Rule 10-01 of Regulation ®- Such financial statements consequently do mdtide all of the disclosures norm:
required by GAAP or those normally made in the Canys Annual Report on Form 10- Accordingly, the read
of this Quarterly Report on Form 10-Q should refethe Company’s Annual Report on FormHK@er the year ende
January 30, 2004 for additional information.

The accompanying condensed consolidated finantaé&ments have been prepared in accordance wi



Company’s customary accounting practices and havte been audited. In managementpinion, al
adjustments (which are of a normal recurring natmecessary for a fair presentation of the conatéid financie
position and results of operations for the 13-weetods ended April 30, 2004 and May 2, 2003 haenkbmade.

Certain prior year amounts have been reclassifiedanform to the current period presentation. Omg
estimates of inventory shrinkage and initial mask@md markdowns are included in the interim cosgadds sol
calculation. Because the Companpusiness is moderately seasonal, the resulistéorm periods are not necesse
indicative of the results to be expected for thiereryear.

Accounting pronouncements

Financial Accounting Standards Board (“FASB”) Imetation No. 46, Consolidation of Variable Intere
Entities” (“FIN 46”), expands upon current guidance relating to when mapeoy should include in its financ
statements the assets, liabilities and activities dariable Interest Entity (“VIE”)The consolidation requirements
FIN 46 applied immediately to VIEs created aftemukary 31, 2003. In October 2003, the FASB defethedeffective
date of FIN 46, and the consolidation requireméots‘older” VIEs to the first fiscal year or interim period emg
after December 15, 2003, which applied for the Canypat the end of its 2003 fiscal year. Additiomaldifications o
FIN 46 may be proposed by the FASB, and the Compalhygontinue to monitor future developments relthto thi
interpretation. The Company leases four of it¢ridbstion centers (“DCs”from lessors, which meet the definitior
VIEs. Two of these DCs have been recorded asdingrobligations whereby the property and equipmaloing witt
the related lease obligations, are reflected irctihrelensed consolidated balance sheets. ThetatbddCs, excludin
the equipment, have been recorded as operatingsl@asccordance with Statement of Financial ActiagrStandarc
(“SFAS”) No. 98, “Accounting for Leases.Based upon the guidance included when FIN 46 wigsnaily releasec
the Company adopted the provisions of FIN 46 onust@, 2003, and the adoption of FIN 46 did notehavmateric
effect on the Company’s financial statements asialev

2. Comprehensive income
Comprehensive income consists of the followingliousands):

13 Weeks Ended
April 30, 2004 May 2, 2003

Net income $ 67,849 $ 60,332

Reclassification of net loss on derivatives 53 38

Comprehensive income $ 67,902 $ 60,370
3. Earnings per share

The amounts reflected below are in thousands exmapghare data.

13 Weeks Ended April 30, 2004

Per Share
Net Income Shares Amount
Basic earnings per share $ 67,849 334,109 $ 0.20
Effect of dilutive stock options 3,148
Diluted earnings per share $ 67,849 337,257 $ 0.20

13 Weeks Ended May 2, 2003
Per Share
Net Income Shares Amount

Basic earnings per share $ 60,332 333,243 $ 0.18




Effect of dilutive stock options 1,354
Diluted earnings per share $ 60,332 334,597 $ 0.18

Basic earnings per share was computed by dividetgntome by the weighted average number of sha
common stock outstanding during the period. Ddwarnings per share was determined based onlthiealieffect o
stock options and other common stock equivalentgyube treasury stock method.

4. Commitments and contingencie:
Legal proceedings

Restatement-Related Proceedingss previously disclosed in the Compasiyeriodic reports filed with tl
Securities and Exchange Commission (the “SE@ig, Company restated its audited financial statésnfar fisca
years 1999 and 1998, and certain unaudited finemf@mation for fiscal year 2000, by means of fsrm 10K for
the fiscal year ended February 2, 2001, which wed d6n January 14, 2002.

The SEC has been conducting an investigation imocircumstances giving rise to the restatement ar
January 8, 2004, the Company received notice lleaSEC staff was considering recommending thaSt€ bring
civil injunctive action against the Company foregied violations of the federal securities laws amrection witl
circumstances relating to the restatement. Thepaom subsequently has reached an agreement inpgbeinath the
SEC staff to settle the matter. Under the termshefagreement in principle, the Company, withadiniting ol
denying the allegations in a complaint to be fitgdthe SEC, will consent to the entry of a permamanl injunction
against future violations of the antifraud, booksl aecords, reporting and internal control provisiof the feder:
securities laws and related SEC rules and will @10 million nondeductible civil penalty. The Company is
entitled to seek reimbursement from its insureith wegard to this settlement.

The agreement with the SEC staff is subject tol fapproval by the SEC and the court in which theCSE
complaint is filed. The Company accrued $10 milligith respect to the penalty in its financial staénts for the ye
ended January 30, 2004. The Company can giveswaxes that the SEC or the court will approve aigireemer
If the agreement is not approved, the Companydcbelsubject to different or additional penaltiesth monetary ar
non-monetary, which could materially and adversdfgct the Company’s financial statements as a &hol

Other Litigation. On March 14, 2002, a complaint was filed in theited States District Court for t
Northern District of Alabama to commence a colleetaction against the Company on behalf of curaet forme
salaried store managers. The complaint allegegtibae individuals were entitled to overtime pag ahould not hay
been classified as exempt employees under thd.&haor Standards Act (“FLSA”)Plaintiffs seek to recover overtil
pay, liquidated damages, declaratory relief anofiadtys’ fees.

In the third quarter of 2003, the court denied piaintiff s motion to allow the action to proceed ¢
nationwide collective action, but determined tha &ction could proceed collectively as to an ucifiee region
However, on January 12, 2004, the court certfieraptin class of plaintiffs consisting of all personsgayed by th
Company as store managers at any time since Mdrch999, who regularly worked more than 50 hoursymek an
either: (1) customarily supervised less than tw@leyees at one time; (2) lacked authority to hiredscharg
employees without supervisor approval; or (3) somet worked in nomranagerial positions at stores other thai

one he or she managed. The Company’s attempt teahpis decision on a discretionary basis to thd" Circuit
Court of Appeals has been denied.

Notice has been sent to prospective class membleesdeadline for individuals to opt in to the laviss May
31, 2004, after which time the Court will enter cheduling order that governs the discovery androt@maining
phases of the case. The Company believes thatate managers are and have been properly classifieexem|
employees under the FLSA and that the action isspptopriate for collective action treatment. Twmmpany intenc
to vigorously defend the action. However, no amsces can be given that the Company will be sufidest



defending this action on the merits or otherwisel, af not, the resolution could have a materialaade effec
on the Company’s financial statements as a whole.

The Company is involved in other legal actions atlms arising in the ordinary course of busine$te
Company currently believes that such other litigatand claims, both individually and in the aggtegavill be
resolved without a material effect on the Comparfinancial statements as a whole. However, liigainvolves a
element of uncertainty. Future developments coalagse these actions or claims to have a materiarae\effect o
the Company’s financial statements as a whole.

5. Stock-based compensatiol

The Company accounts for stock option grants iroance with Accounting Principles Board Opinion.
25, “Accounting for Stock Issued to Employees” (‘B\RNo. 25”), and related interpretations because the Con
believes the alternative fair value accounting mtedt for under SFAS No. 123, “Accounting for StdB&sel
Compensation,” as amended by SFAS No. 148, “Aceéognfor Stock-Based Compensation Transition an
Disclosure,’requires the use of option valuation models thatewet developed for use in valuing employee ¢
options. Under APB No. 25, compensation expengem&rally not recognized for plans in which thereise price ¢
the stock options equals the market price of thaetyging stock on the date of grant and the nunabeshares subje
to exercise is fixed. Had compensation cost forGbenpany’s stoclkased compensation plans been determined
on the fair value at the grant date for awards utitEse plans consistent with the methodology i@t under SFA
No. 123, net income and earnings per share wowe lhe&en reduced to the pro forma amounts indicateitie
following table:

13 Weeks Ended

(Amounts in thousands except per share data) April 30, 2004 May 2, 2003
Net income — as reported $ 67,849 $ 60,332
Less pro forma effect of stock option grants 3,538 2,702
Net income — pro forma $ 64,311 $ 57,630

Earnings per share — as reported

Basic $ 0.20 $ 0.18

Diluted $ 0.20 $ 0.18
Earnings per share — pro forma

Basic $ 0.19 $ 017

Diluted $ 0.19 $ 017

The fair value of options granted during the figstarter of 2004 and 2003 was $5.98 and $2.92 pame
respectively. The fair value of each stock optisan was estimated on the date of grant using thekEschole
option pricing model with the following assumptions

13 Weeks Ended
April 30, 2004 May 2, 2003

Expected dividend yield 0.9% 0.9%
Expected stock price volatility 36.8% 34.9%
Weighted average risk-free interest rate 2.4% %1.8
Expected life of options (years) 4.0 2.8

The BlackScholes option model was developed for use in asing the fair value of traded options, wt
have no vesting restrictions and are fully traredbéx. In addition, option valuation models requfre input of highl
subjective assumptions including the expected spoide volatility. Because the Compasyemployee stock optio
have characteristics significantly different frohose of traded options, and because changes isuthjective inpt
assumptions can materially affect the fair valuénese, in managemest’ opinion, the existing models do



necessarily provide a reliable single measure efdir value of its employee stock options.

6. Segment reporting

The Company manages its business on the basiseofeportable segment. As of April 30, 2004 and M;
2003, all of the Compang’ operations were located within the United Statet) the exception of an immatel
subsidiary located in Hong Kong that was formedassist in the process of importing certain merclsndvhict
began operations during the first 13 weeks of 20Dde following data is presented in accordancé 8FAS No. 13:
“Disclosures about Segments of an Enterprise amaté&kinformation.”

13 Weeks Ended

(In thousands) April 30, 2004 May 2, 2003
Classes of similar products:
Net sales:
Highly consumable $ 1,114,394 $ 990,03C
Seasonal 260,438 237,119
Home products 214,773 199,469
Basic clothing 158,354 142,446
$ 1,747,95¢ $ 1,569,064
7. Guarantor subsidiaries

All of the Company’s subsidiaries, except for its-for-profit subsidiary whose assets and revenues a
material (the “Guarantors”), have fully and uncdiwhally guaranteed on a joint and several bastsGompanys
obligations under certain outstanding debt obl@wi Each of the Guarantors is a direct or intlivewolly ownec
subsidiary of the Company. In order to participasea subsidiary guarantor on certain of the Comgafigancing
arrangements, a subsidiary of the Company haseghieto a letter agreement with certain state guy agencies
maintain a minimum balance of stockholders’ eqoit$s50 million in excess of the Compasydebt it has guarante
or $550 million as of April 30, 2004. The subsigiaf the Company was in compliance with such ageg as ¢
April 30, 2004.

The following consolidating schedules present casdd financial information on a combined basis.|l&
amounts are in thousands.

As of
April 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION  SUBSIDIARIES  ELIMINATIONS TOTAL
BALANCE SHEETS:
ASSETS
Current assets:
Cash and cash equivalents $ 213,823 $ 43,060 $ - $ 256,883
Merchandise inventories - 1,277,185 - 1,277,185
Deferred income taxes 11,823 10,029 - 21,852
Other current assets 19,537 1,603,863 (1,549,662) 73,738
Total current assets 245,183 2,934,137 (1,549,662) 1,629,658
Property and equipment, at cost 196,019 1,579,477 - 1,775,496
Less accumulated depreciation
and amortization 85,382 672,467 - 757,849
Net property and equipment 110,637 907,010 - 1,017,647

Other assets, net 3,010,814 57,203 (3,041,553) 26,464




Total assets $ 3,366,634 $ 3,898,350 $ (4,591,215) $ 2,673,769
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term obligations $ 7,578 $ 9,302 $ - $ 16,880
Accounts payable 1,626,985 432,864 (1,549,662) 510,187
Accrued expenses and other 45,255 242,773 - ,0288
Income taxes payable - 38,322 - 38,322
Total current liabilities 1,679,818 723,261 (1,549,662) 853,417
Long-term obligations 192,828 1,140,996 (1,003)2 261,621
Deferred income taxes 5,905 64,743 - 70,648
Shareholders’ equity:
Preferred stock - - - -
Common stock 164,354 23,853 (23,853) 164,354
Additional paid-in capital 386,158 1,247,290 2¢17,290) 386,158
Retained earnings 943,404 698,207 (698,207) 4943
Accumulated other comprehensive loss (1,108) - - (1,108)
1,492,808 1,969,350 (1,969,350) 1,492,808
Other shareholders’ equity (4,725) - - (4,725)
Total shareholders’ equity 1,488,083 1,969,350 (1,969,350) 1,488,083
Total liabilities and shareholders’ equity $ 3,366,634 $ 3,898,350 $ (4,591,215) $ 2,673,769
As of
January 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION  SUBSIDIARIES  ELIMINATIONS TOTAL
BALANCE SHEETS:
ASSETS
Current assets:
Cash and cash equivalents $ 352,232 $ 46,046 $ - $ 398,278
Merchandise inventories - 1,157,141 - 1,157,141
Deferred income taxes 15,412 15,001 - 30,413
Other current assets 21,363 2,338,669 (2,293,649) 66,383
Total current assets 389,007 3,556,857 (2,293,649) 1,652,215
Property and equipment, at cost 183,843 1,525,879 - 1,709,722
Less accumulated depreciation
and amortization 81,281 639,217 - 720,498
Net property and equipment 102,562 886,662 - 989,224
Other assets, net 3,695,306 41,247 (3,725,283) 11,270
Total assets $ 4,186,875 $ 4,484,766 $ (6,018,932) $ 2,652,709
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term obligations $ 7772 $ 8,898 $ - $ 16,670
Accounts payable 2,354,187 323,251 (2,293,647) 383,791
Accrued expenses and other 48,394 249,224 2) 97,626
Income taxes payable - 45,725 - 45,725
Total current liabilities 2,410,353 627,098 (2,293,649) 743,802
Long-term obligations 194,306 1,892,342 (1,821)3 265,337



Deferred income taxes 5,296 61,354 66,650
Shareholders’ equity:
Preferred stock - - - -
Common stock 168,095 23,853 (23,853) 168,095
Additional paid-in capital 376,930 1,247,290 2417,290) 376,930
Retained earnings 1,037,409 632,829 (632,829) ,0371409
Accumulated other comprehensive loss (1,161) - - (1,161)
1,581,273 1,903,972 (1,903,972) 1,581,273
Other shareholders’ equity (4,353) - - (4,353)
Total shareholders’ equity 1,576,920 1,903,972 (1,903,972) 1,576,920
Total liabilities and shareholders’ equity $ 4,186,875 $ 4,484,766 $ (6,018,932) $ 2,652,709
For the 13 weeks ended
April 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 44,532 $ 1,747,959 $ (44,532) $1,747,959
Cost of goods sold - 1,235,709 - 1,235,709
Gross profit 44,532 512,250 (44,532) 512,250
Selling, general and administrative 36,364 405,868 (44,532) 397,700
Operating profit 8,168 106,382 - 114,550
Interest expense, net 3,782 2,660 - 6,442
Income before taxes on income 4,386 103,722 08,1D8
Provision for taxes on income 1,915 38,344 ,289
Equity in subsidiaries’ earnings, net of taxes 65,378 - (65,378) -
Net income $ 67,849 $ 65,378 $ (65,378) $ 67,849
For the 13 weeks ended
May 2, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 36,925 $ 1,569,064 $ (36,925) $1,569,064
Cost of goods sold - 1,117,158 - 1,117,158
Gross profit 36,925 451,906 (36,925) 451,906
Selling, general and administrative 33,290 352,590 (36,925) 348,955
Operating profit 3,635 99,316 - 102,951
Interest expense, net 6,926 2,485 - 9,411
Income (loss) before taxes on income (3,291) 36,8 - 93,540
Provision (benefit) for taxes on income (1,210) 4,438 - 33,208
Equity in subsidiaries’ earnings, net of taxes 62,413 - (62,413) -
Net income $ 60,332 $ 62,413 $ (62,413) $ 60,332
For the 13 weeks ended
April 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 67,849 $ 65,378 $ (65,378) $ 67,849

Adjustments to reconcile net income to net cash



provided by operating activities:

Depreciation and amortization 4,887 34,749 - ,636
Deferred income taxes 4,198 8,361 - 12,559
Tax benefit from stock option exercises 2,172 - - 2,172
Equity in subsidiaries’ earnings, net (65,378) - 65,378 -
Change in operating assets and liabilities:
Merchandise inventories - (120,044) - (120,044)
Other current assets (2,157) (5,198) - (7,355)
Accounts payable (2,004) 92,910 - 90,906
Accrued expenses and other (3,139) (6,036) - 178
Income taxes 8,694 (16,116) - (7,422)
Other 89 (15,601) - (15,512)
Net cash provided by operating activities 15,211 38,403 - 53,614
Cash flows from investing activities:
Purchase of property and equipment (12,030) &9,0 - (51,060)
Proceeds from sale of property and equipment 8 21 - 29
Net cash used in investing activities (12,022) (39,009) - (51,031)
Cash flows from financing activities:
Repayments of long-term obligations (1,683) (2)38 - (4,063)
Payment of cash dividends (13,319) - - (13,319)
Proceeds from exercise of stock options 6,546 - - 6,546
Repurchases of common stock (133,589) - - 6588,
Other financing activities 447 - - 447
Net cash used in financing activities (141,598) (2,380) - (143,978)
Net decrease in cash and cash equivalents (138,409 (2,986) - (141,395)
Cash and cash equivalents, beginning of period 352,232 46,046 - 398,278
Cash and cash equivalents, end of period $ 213,823 $ 43,060 - $ 256,883
For the 13 weeks ended
May 2, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED

CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 60,332 $ 62,413 $ (62,413) $ 60,332
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 5,237 31,519 - , 786
Deferred income taxes 1,821 6,679 - 8,500
Tax benefit from stock option exercises 224 - - 224
Equity in subsidiaries’ earnings, net (62,413) - 62,413 -
Change in operating assets and liabilities:
Merchandise inventories - (77,670) - (77,670)
Other current assets (3,569) (86,622) 83,810 ,381
Accounts payable 15,535 82,963 (82,577) 15,921
Accrued expenses and other (8,771) (1,069) 642 (9,198)
Income taxes 2,327 (32,882) - (30,555)
Other 1,845 1,793 (1,875) 1,763
Net cash provided by (used in) operating activities 12,568 (12,876) - (308)
Cash flows from investing activities:
Purchase of property and equipment (2,606) (B),52 - (30,129)
Proceeds from sale of property and equipment 10 6 5 - 66
Issuance of long-term notes receivable (36,998) 749Y 37,747 -
Contribution of capital (20) - 10 -
Net cash used in investing activities (39,604) (28,216) 37,757 (30,063)




Cash flows from financing activities:

Issuance of long-term obligations 749 36,998 ,187) -
Repayments of long-term obligations (1,991) (8)09 - (4,086)
Payment of cash dividends (11,673) - (11,673)
Proceeds from exercise of stock options 694 - - 694
Other financing activities 64 - - 64
Issuance of common stock, net - 10 (20) -
Net cash provided by (used in) financing activities (12,157) 34,913 (37,757) (15,001)
Net decrease in cash and cash equivalents (39,193) (6,179) - (45,372)
Cash and cash equivalents, beginning of period 72,799 48,519 - 121,318
Cash and cash equivalents, end of period $ 33,606 $ 42,340 $ - $ 75,946
ITEM 2. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D

RESULTS OF OPERATIONS
Forward-Looking Statements

Except for specific historical information, many thie matters discussed in this FormQQnay express

imply projections of revenues or expenditures,estents of plans and objectives for future operatigrowth o
initiatives, statements of future economic perfanoe or statements regarding the outcome or implapending o
threatened litigation. These, and similar statdsjesre forwardeoking statements concerning matters that iny
risks, uncertainties and other factors that mayeahe actual performance of the Company to diffaterially fron
those expressed or implied by these statement$oiliardiooking information should be evaluated in the eanhibi
these risks, uncertainties and other factors. Toelsv“believe,” “anticipate,” “project,” “plan,” “gpect,” “estimate,
“objective,” “forecast,” “goal,” “intend,” “will likely result,” or “will continue”and similar expressions gener
identify forward-looking statements. The Companylidwes the assumptions underlying these forwaaoting
statements are reasonable; however, any of thenasisuns could be inaccurate, and therefore, acasallts may diffe
materially from those projected in the forwdodking statements. The factors that may resulactual resuls
differing from such forwardeoking information include, but are not limited toansportation and distribution del:
or interruptions; the impact on transportationtedsom the “driver hours of service®egulations adopted by t
Federal Motor Carriers Safety Administration; then@panys ability to negotiate effectively the cost andghase ¢
merchandise; inventory risks due to shifts in mamtemand; changes in product mix; interruptionssuppliers
businesses; the inability to execute operatingaitives; costs and potential problems and interomgtassociated wi
implementation of new or upgraded systems and tdobwg; fuel price and interest rate fluctuationgoatinued rise |
insurance costs; a deterioration in general econ@onditions caused by acts of war or terrorismmpterary change
in demand due to weather patterns; seasonalitheofCompanys business; delays associated with building, o
and operating new stores; delays associated witlithg, opening, expanding or converting new orsérg DCs; th
reputational and financial impact of the Securiteesd Exchange Commission (“SECihquiry related to th
restatement of certain of the Company’s finandiaesnents further described in Part I, ltem 1hid Form 10Q; anc
other factors described in the Company’s FornK1for the fiscal year ended January 30, 2004, fileith the SEC o
March 16, 2004, and from time to time in the Companfilings with the SEC, press releases and
communications.

LIS ” o LT

Readers are cautioned not to place undue reliam¢bese forwardeoking statements, which speak only a
the date of this Form 1Q- Except as may be required by law, the Compardettakes no obligation to public
update or revise any forwatdeking statements contained herein to reflect &s/encircumstances occurring after
date of this Form 1@ or to reflect the occurrence of unanticipatednésveReaders are advised, however, to cc
any further disclosures the Company may make @taelsubjects in its public disclosures or docusélad with the
SEC.

Accounting Periods



The following text contains references to years422@80d 2003, which represent fiscal years endingnaie
January 28, 2005 and January 30, 2004, respectivetiz of which will be or was a 52eek accounting period. Ti
discussion and analysis should be read with, angiadified in its entirety by, the Condensed Coiusted Financi:
Statements and the notes thereto.

Results of Operations

The following discussion of the Compansyfinancial performance is based on the Condensetdlidate
Financial Statements set forth herein. The natitkeoCompanys business is moderately seasonal. Historicadlg:
in the fourth quarter have been higher than salbge®ged in each of the first three quarters offibeal year. Expense
and to a greater extent operating income, vary usrtgr. Results of a period shorter than a fuliry@ay not b
indicative of results expected for the entire yeRurthermore, the seasonal nature of the Compamysiness m:
affect comparisons between periods. The followmlgd contains results of operations data for thet i3 weeks ¢
each of 2004 and 2003, and the dollar and percemagances among those periods:

13 Weeks Ended 2004 vs. 2003

(amounts in millions, excluding per share

amounts) April 30, 2004 May 2, 2003 $change % change
Net sales by category:
Highly consumable $,114.4 $ 990.0 $ 124.4 12.6%
% of net sales 63.75% 63.10%
Seasonal 260.4 237.1 23.3 9.8
% of net sales 14.90% 15.11%
Home products 214.8 199.5 15.3 7.7
% of net sales 12.29% 12.71%
Basic clothing 158.4 142.4 15.9 11.2
% of net sales 9.06% 9.08%
Net sales $1,748.0 $1,569.1 $ 178.9 11.4%
Cost of goods sold 1,235.7 1,117.2 118.6 10.6
% of net sales 70.69% 71.20%
Gross profit 512.3 451.9 60.3 13.4
% of net sales 29.31% 28.80%
Selling, general and administrative 397.7 349.0 48.7 14.0
% of net sales 22.75% 22.24%
Operating profit 114.6 103.0 11.6 11.3
% of net sales 6.55% 6.56%
Interest expense, net 6.4 9.4 (3.0) (31.5)
% of net sales 0.37% 0.60%
Income before taxes on income 108.1 93.5 14.6 15.6
% of net sales 6.18% 5.96%
Provision for taxes on income 40.3 33.2 7.1 21.2
% of net sales 2.30% 2.12%
Net income $ 678 $ 603 $ 75 12.5%
% of net sales 3.88% 3.85%
Diluted earnings per share $0.20 $ o0.18 $ 0.02 11.1%
Weighted average diluted shares 337.3 334.6 2.7 0.8

13 WEEKS ENDED APRIL 30, 2004 AND MAY 2, 2003

Net Sales Increases in net sales resulted primarily fr@h 6et new stores and a sastere sales increase
3.0% for the 2004 period compared to the 2003 der&tores opened since the beginning of 2003 adeduio!



$132.5 million of the increase in sales while $46ilion is attributable to an increase in sastere sale
Samestore sales calculations for a given period inclodly those stores that were open both at the étitab periot
and at the beginning of the preceding fiscal yeahe Company monitors its sales internally by tbarfmajo
categories noted in the table above.

The Company’s sams&tore sales increase in the 2004 period compardtetd003 period was due to a nun
of factors, including but not limited to: increassales of candy and snacks of approximately $2Bomjlwhich can b
partially attributed to certain promotional items well as the introduction of new products, andirrease
approximately $17 million in sales of food and pkéble products, which can be partially attributedhe ongoin
installation of coolers in existing stores.

Gross Profit. The gross profit rate increased 51 basis pamtiie 2004 period as compared with the 2
period due to a number of factors, including but lmited to: higher average mark-ups on the Comngpabeginnin
inventory in 2004 as compared to 2003 (resultingpproximately 46 basis points of gross margin oapment) an
higher initial markups on merchandise received during the 2004 pasaztbmpared with the 2003 period (resultir
approximately 10 basis points of gross margin inapnoent), partially offset by an increase in markdswyresulting i
a decline in gross margin of approximately 16 bpseists).

The increased average marg-on beginning inventory represents the cumulaitimpact of higher marg
purchases over time. The improvement in merchandiseived during 2004 was achieved primarily framirecreas
in purchases of highly consumable products withighty higher initial markup as well as increasgdrchases «
certain higher margin basic clothing items, and9&3ncrease in various performancased vendor rebates. -
increase in markdowns can be attributed to an as&ren certain promotional markdowns and an inerégand-of-
season markdowns on certain seasonal merchandise 2004 period compared to the 2003 period.

In the 2004 period the Compasyshrink, expressed in retail dollars as a pergent# sales, was 3.1:
compared to 3.10% in the 2003 period.

Selling, General and Administrative (“SG&A”) Expens The increase in SG&A expense as a percente
sales in the 2004 period as compared with the p@di®d was due to a number of factors, includingrmi limited tc
increases in the following expense categorieswlae in excess of the 11.4 percent increase irs:salereased cos
for professional fees (increased 123.7%) primadiyg to consulting fees associated with the Com@ag@04 stor
work-flow project; the cost of workersompensation and other insurance programs (inal€gk&%) primarily due !
adverse loss development patterns resulting pmafgigrom an increase in medical and legal costsygared t
previous years; and store occupancy costs (inedeb8.3%) primarily due to rising average montleligtals associat
with the Company’s leased store locations.

Interest Expense, NefThe decrease in net interest expense in the @éfldd compared to the 2003 perio
due primarily to the May 2003 purchase of promigsurtes related to the CompasyDC in South Boston, Virgini
and a reduction in amortization of debt issuancdscdue primarily to the previously disclosed teration of a $15
million revolving credit facility. All of the Compay’s outstanding indebtedness at April 30, 200éxesd rate debt.

Provision for Taxes on IncomeThe effective income tax rates for the 2004 2003 periods were 37.2%, ¢
35.5%, respectively. The higher tax rate in 200dus in part to the expiration of certain federddg tax credits f
employees hired after December 31, 2003. The Coyestimates that the expiration of these federaditprogram
increased its 2004 effective tax rate by approxaiya®.5%. Currently, there is legislation pendingCongress th
will reinstate these credits on a retroactive hadifiough this legislation had not been enactedfasoril 30, 2004
While the enactment of this legislation is expdcies passage is not certain. The lower than absafiective tax ral
in the prior year period is primarily a result 0$@.8 million favorable adjustment to the Companstate income t:
valuation reserves related to a change in tax lavike state of Mississippi. Excluding this behettihe Company
effective tax rate during the prior year period \B&4%.

Liquidity and Capital Resources



Current Financial Condition / Recent Developmen#st April 30, 2004, the Company had $256.9 milliof
cash and cash equivalents offset by total debtu(irg the current portion of long-term obligatioasd shortermn
borrowings) of $278.5 million, resulting in a netld position of $21.6 million, compared with a sash position «
$116.3 million at January 30, 2004. The most sigaift factor in the change in the Companget debt/cash positi
during the first 13 weeks of 2004 was repurchaséseoCompanys outstanding common stock as described in gl
detail below.

As described in Note 4 to the Condensed Consotidkteancial Statements, the Company is involvea
number of legal actions and claims, some of whighld potentially result in a material cash settlatmeAdvers:
developments in these actions could materially aekrsely affect the Compayliquidity. The Company also t
certain income tax-related contingencies as moly fiescribed below underCritical Accounting Policies al
Estimates”. Estimates of these contingent liabgitare included in the CompasyCondensed Consolidated Finar
Statements. However, future negative developmentkldhave a material adverse effect on the Comgdiguidity.

The Companys inventory balance represented approximately 48%s dotal assets as of April 30, 2004. -
Company’s proficiency in managing its inventorydrales can have a significant impact on the Comgargsh flow
from operations during a given period or fiscal ryda addition, inventory purchases can be somewbkatonal i
nature, such as the purchase of warm-weather dst@iasrelated merchandise. Inventory turns increased f8ct
times as of May 2, 2003 to 4.0 times as of April 3004.

In late 2003, the Internal Revenue Service, in Bliped ruling, indicated that certain rules redate the
qualification of individuals under the federal Wo@pportunity Credit and the WelfareWerk Credit had bee
improperly applied and as a result, the Compsughs tax credit applications for a certain cliésaiion of employee
was rejected. The Company is awaiting further gage from the Internal Revenue Service as to haweply tc
claim these denied job credits. Due to uncertamgyarding this guidance, the Company has not [zd@a tc
reasonably estimate the amount of the credits pralated benefit that may occur, and thereforamount has be:
recorded in the Company’s financial statements.

On March 13, 2003, the Board of Directors authatitee Company to repurchase up to 12 million shafdés
outstanding common stock. Purchases may be matleinpen market or in privately negotiated trarnieastfron
time to time subject to market conditions. The otiye of the share repurchase program is to enhahaesholde¢
value by purchasing shares at a price that prodagesurn on investment that is greater than thefiamy's cost «
capital. Additionally, share repurchases generalily be undertaken only if such purchases resultam accretiv
impact on the Company's fully diluted earnings plare calculation. This authorization expires Mat&, 200<
During the first 13 weeks of 2004, the Company hased approximately 8.1 million shares at a tatat of $152.
million.

The Company has a $300 million revolving creditilfigc(the “Credit Facility”), which expires in June 20(
The Company has had recent discussions with ielsnabout amending or replacing the Credit Fgcilis of April
30, 2004, the Company had no outstanding borronamgs$22.5 million of standby letters of credit anthe Cred
Facility. The standby letters of credit reduce Itloerowing capacity of the Credit Facility. The Citdeacility contain
certain financial covenants, all of which the Compavas in compliance with at April 30, 2004.

The Company has $200 million (principal amount) 81%%/8% unsecured notes due June 15, 2010.
indebtedness was incurred to assist in funding@tbrpany’s growth. Interest on the notes is payabélei-annually ol
June 15 and December 15 of each year. The notkerdsonay elect to have these notes repaid on Jun2005, ¢
100% of the principal amount plus accrued and uhpaerest. The Company may seek, from time to timeetire it:
outstanding notes through cash purchases on the mjpeket, privately negotiated transactions or mtise. Suc
repurchases, if any, will depend on prevailing reargonditions, the Comparsyliquidity requirements, contract
restrictions and other factors. The amounts inwbivay be material.

Significant terms of the Company’s outstanding defligations could have an effect on the Compsaility
to incur additional debt financing. The Credit Fiéicicontains financial covenants which include tla¢io of debt t
EBITDAR (as defined in the debt agreement), fixbdrge coverage, asset coverage, minimum allowalnisotidate



net worth and maximum allowable capital expendguréhe Credit Facility also places certain sped
limitations on secured and unsecured debt. The @agip outstanding notes discussed above place cegauifiec
limitations on secured debt and place certain #tlihs on the Company’s ability to execute dabsebac
transactions. The Company has generated significastt flows from its operations during recent yearsl had n
borrowings outstanding under the Credit Facilitaay time during 2003 or the first 13 weeks of 20Dderefore, th
Company does not believe that any existing linotai on its ability to incur additional indebtednesfi have ¢
material impact on its liquidity.

At April 30, 2004 and January 30, 2004, the Complaay commercial letter of credit facilities tota)if218.!
million, of which $94.7 million and $111.7 milliorrespectively, were outstanding for the fundingimportec
merchandise purchases.

The Company believes that its existing cash balncash flows from operations, the Credit Faciityd it
anticipated ongoing access to the capital marKetgcessary, will provide sufficient financing neeet the Company’
currently foreseeable liquidity and capital reseuneeds.

Cash flows provided by (used in) operating actgti Cash flows from operating activities during @@0<
period compared to the 2003 period increased byd$slion. Changes in accounts payable balancesltexl in a
increase in cash flows from operating activitie$85.0 million in the 2004 period over the 2003iper The change
accounts payable balances can be partially atétibttt an increase in inventory purchases in thd p@@iod, which i
turn led to an offsetting increase in inventorydoales of $42.4 million over the 2003 period. Cdmiting to thi
increase in cash flows provided by operating aitisiin the 2004 period was an increase inmaime of $7.5 millio
driven by the improved operating results discusdmul/e (see “Results of Operations'he primary sources of cast
the 2003 period were the Company’s net incomedassted for the nomwash depreciation and amortization expe
which together totaled $97.1 million, and an inse& accounts payable of $15.9 million as a resfulhe timing o
payments to vendors. Significant uses of caslhén2003 period included a $77.7 million increasenwentory ir
preparation for the spring and summer selling seasmd a $30.6 million reduction in the net incamrees payabl
The reduction in the net income taxes payableduaslargely to an approximately $52.7 million paynef estimate
federal income taxes for 2002 that was made duha@003 period.

Cash flows used in investing activitiesThe Company purchases of property and equipment in the
period totaled $51.1 million, which is net of profyeand equipment purchases of $16.5 million awgiprocessing f
payment and included in accounts payable at A@ilZ004. Significant components of these purchasdsded th
following: $20.0 million for new stores; $18.3 nidlh for distribution and transportatigelated capital expenditur:
$8.1 million for coolers in new and existing stqreich allow the stores to carry refrigerated prctd; $7.2 milliol
for certain fixtures in existing stores and $5.8lion for systemselated capital projects. During the 2004 peribd
Company opened 244 new stores. Distribution andspartation expenditures in the 2004 period incladst:
associated with the expansion of the Ardmore, QGkiad and South Boston, Virginia DCs as well as cass®ciate
with the construction of the Compasyiew DC in Union County, South Carolina. The $34illion spent in the 20(
period consisted primarily of approximately $25.1lion of store related expenditures, including ¥13nillion for
leasehold and fixture costs for new stores and 88Ifn for various fixtures for existing stores.

Capital expenditures during 2004 are projectede@pproximately $300 million. The Company antités
funding its 2004 capital requirements with caskvdrom operations and the Credit Facility, if nesary.

Cash flows used in financing activitiesThe Company repurchased approximately 8.1 milsbares of i
common stock during the 2004 period at a total 06$t152.6 million, $19.0 million of which are inmed in accoun
payable at April 30, 2004. The Company paid casiddnds of $13.3 million, or $0.04 per share, @natitstandin
common stock during the 2004 period. The use ofi gashe 2003 period primarily reflects the paymeht$l11.’
million of cash dividends, or $0.035 per share.

Critical Accounting Policies and Estimates

Merchandise InventoriesMerchandise inventories are stated at the lowercadt or market with co



determined using the retail last-in, first-out (AQ”) method. Under the retail inventory method I{/R), the
valuation of inventories at cost and the resulgngss margins are computed by applying a calculetstttoretail
ratio to the retail value of inventories. The Ridan averaging method that has been widely us#tkeinetail industr
due to its practicality. Also, it is recognizedathihe use of the RIM will result in valuing invenies at the lower «
cost or market if markdowns are currently takea asduction of the retail value of inventories.

Inherent in the RIM calculation are certain sigrafit management judgments and estimates includmgng
others, initial markups, markdowns, and shrinkag@ch significantly impact the ending inventory wation at cost ¢
well as resulting gross margins. These significastimates, coupled with the fact that the RIM s averagin
process, can, under certain circumstances, prodisterted cost figures. Factors that can leadistodion in the
calculation of the inventory balance include:

- applying the RIM to a group of products that is faitly uniform in terms of its cost and sellingiqa
relationship and turnover

- applying the RIM to transactions over a periodimiet that include different rates of gross profifgis as thos
relating to seasonal merchandise

- inaccurate estimates of inventory shrinkage betwikerdate of the last physical inventory at a storé th
financial statement date

- inaccurate estimates of LIFO reserves

To reduce the potential of such distortions inhkiation of inventory, the ComparsyRIM currently utilize
10 departments in which fairly homogenous clasdemerchandise inventories having similar gross nmsrgre
grouped. In the near future, in order to furthredfime its RIM calculation, the Company intends xpand the numb
of departments it utilizes for its gross margincodédtion. The impact of this intended change onGbenpanys future
consolidated financial statements is not curreetigected to be material. Other factors that reghatential distortio
include the use of historical experience in estingathe shrink provision (see discussion below) #ralutilization o
an independent statistician to assist in the LIB@@ing process and index formulation. Also, oroagoing basis, tf
Company reviews and evaluates the salability ofintentory and records adjustments, if necessarygetiect it:
inventory at the lower of cost or market.

The Company calculates its shrink provision base@cual physical inventory results during the disgea
and an accrual for estimated shrink occurring syiset to a physical inventory through the end effthcal reportin
period. This accrual is calculated as a percentgales and is determined by dividing the booltgsical inventor
adjustments recorded during the previous twelvethmohy the related sales for the same period fon store. To tr
extent that subsequent physical inventories yidférént results than this estimated accrual, tben@Ganys shrink rat
for a given reporting period will include the impa¢ adjusting the estimated results to the aateslts.

Property and EquipmentProperty and equipment are recorded at cost. Tdrepany groups its assets i
relatively homogeneous classes and provides foredegiion on a straighine basis over the estimated average u
life of each asset class. The valuation and claasibn of these assets and the assignment of ludejfueciable live
involves significant judgments and the use of esté@s. Property and equipment are reviewed for impai
periodically and whenever events or changes irupigtances indicate that the carrying value of @etamay not t
recoverable.

Self-Insurance Liability. The Company retains a significant portion of tis& for its workers’compensatiol
employee health insurance, general liability, propdoss and automobile coverage. These costs igrefisant
primarily due to the large employee base and nurobstores. Provisions are made to this insuraratslity on ar
undiscounted basis based on actual claim data atwhates of incurred but not reported claims dgwedb by
independent actuaries utilizing historical claimnis. If future claim trends deviate from recestdrical patterns, t
Company may be required to record additional exgera expense reductions which could be materiatht
Company’s future financial results.

Contingent Liabilities — Income TaxesThe Company is subject to routine income tax tsudiich occL
periodically in the normal course of business. Twenpany estimates its contingent income tax liddibased on |



assessment of potential income talated exposures and the relative probabilitiesthafse exposur
translating into actual future liabilities. The petilities are estimated based on both historiaditaxperiences wi
various state and federal taxing authorities arddbmpany’s interpretation of current income tabated trends. If tf
Companys income tax contingent liability estimates prowdé inaccurate, the resulting adjustments coulchaieria
to the Company’s future financial results.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We have no material changes to the disclosuresnglto this item that are set forth in our repamtForm 10-
K for the fiscal year ended January 30, 2004.

ITEM 4. CONTROLS AND PROCEDURES

(@) Disclosure Controls and Procedur. The Company, under the supervision and withpiéicipation of th
Companys management, including the Chief Executive Off@ed the Chief Financial Officer, evaluated
effectiveness of the Company’s disclosure contanld procedures (as defined in Rule 15&e) promulgate
under the Securities Exchange Act of 1934, as agt(itie “Exchange Act”)as of April 30, 2004. Based
that evaluation, the ComparsyChief Executive Officer and Chief Financial O#fiacconcluded that, as of A
30, 2004, the Compang’disclosure controls and procedures are effedtvehe purposes set forth in -
definition thereof in Exchange Act Rule 13a-15(e).

(b) Changes in Internal Control Over Financial Repogti. There have been no changes during the quantiec
April 30, 2004 in the Company’internal control over financial reporting (asidefl in Exchange Act RL
13a-15(f)) that have materially affected, or arasmnably likely to materially affect, the Companynterna
control over financial reporting.

PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information in Note 4 to the Condensed Consatdid Financial Statements under the heading “Legal
Proceedings” contained in Part I, Item 1 of thisthd.0-Q is incorporated herein by this reference.
ITEM 2. CHANGES IN SECURITIES, USE OF PROCEEDS AND ISSUER FEPURCHASES OF
EQUITY SECURITIES

The following table sets forth information with pest to purchases of shares of the Commogmmon stoc
made during the quarter ended April 30, 2004 bgrobehalf of the Company or any “affiliated purargsas define
by Rule 10b-18(a)(3) of the Securities ExchangedAd934:

Issuer Purchases of Equity Securities

Maximum
Total Number of | Number of Shares
Total Shares Purchased g that May Yet Be

Number of Part of Publicly Purchased Under
Shares Average Price |Announced Plans o the Plans or
Period Purchased | Paid per Share Programs(a) Programs(a)
01/31/04-02/29/04 -- - -- 10,481,000
03/01/04-03/31/04 | 3,635,000 $19.05 3,635,000 6,846,000
04/01/04-04/30/04 | 4,465,620 $18.66 4,465,620 2,380,380
Totals 8,100,620 $18.84 8,100,620 2,380,380




(a) On March 13, 2003, the Company announced th&adard of Directors had authorized the Compamgparchas
up to 12 million shares of the Compasyutstanding common stock. Purchases may be matle bpen market or
privately negotiated transactions from time to tisubject to market conditions. This repurchaseaightion expire
on March 13, 2005. The Company did not have anyraiase plan or program that expired during thet §uarter ¢
2004, nor has the Company determined to termihaeurrent plan prior to its expiration.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(@)  See the Exhibit Index immediately following thersagure page heret

(b) (1) A Current Report on Form I8; dated February 5, 2004, was furnished to the
pursuant to Item 9 and Item 12 in connection witheavs release regarding s¢
results for the four-week and %2eek periods and fourth quarter ended Januar
2004, and other matters.

(2) A Current Report on Form I8; dated February 12, 2004, was furnished to th€
pursuant to Item 9 in connection with a news rede&garding plans to open a r
distribution center.

(3) A Current Report on Form I8; dated March 4, 2004, was furnished to the
pursuant to Item 9 in connection with a news raeagarding sales results for
four-week period ended February 27, 2004, and otiaters.

(4) A Current Report on Form I8; dated March 12, 2004, was furnished to the
pursuant to Item 9 in connection with a news rede@garding the declaration o
dividend.

(5) A Current Report on Form I8; dated March 15, 2004, was furnished to the
pursuant to Item 9 and Item 12 in connection witheavs release regarding fot
guarter and yeaend earnings, an agreement in principle with theCSkhe
Company’s 2004 outlook and the resignation of thmm@anys Chief Financie
Officer.

(6) A Current Report on Form I8; dated March 18, 2004, was furnished to the
pursuant to Item 9 in connection with a news redegegarding a Dollar Gene
presentation at an investor conference.

(7) A Current Report on Form I8; dated April 8, 2004, was furnished to the ¢
pursuant to Item 9 in connection with a news rede@garding sales results for
five-week and nine-week periods ended April 2, 2G0% other matters.

(8) A Current Report on Form I8; dated April 15, 2004, was furnished to the ¢
pursuant to Item 9 in connection with a news redaagarding the adoption of a R
10b5-1 trading plan.

(9) A Current Report on Form 8- dated April 23, 2004, was furnished to the ¢
pursuant to Item 9 in connection with a news radessgarding Dollar Genel
presentations at investor conferences.

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causied¢por
to be signed on its behalf by the undersigned threceduly authorized, both on behalf of the Registrand in hi
capacity as principal financial and accountingaafiof the Registrant.

DOLLAR GENERAL CORPORATION

Date: May 27, 2004 By: /s/ James J. Hagan
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EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), effectivdarch 1, 2004 (“Effective Date”)is made an
entered into by and betweddDOLLAR GENERAL CORPORATION (the “Company”), andStonie R. OBriant
(“Employee”).

WITNESSETH:
WHEREAS, Company desires to employ Employee upenténms and subject to the conditions hereinakd{

forth, and Employee desires to accept such emplayme

NOW, THEREFORE, for and in consideration of therpises, the mutual promises, covenants and agres
contained herein, and for other good and valuallesideration, the receipt and sufficiency of whiake hereb
acknowledged, the parties agree as follows:

Employment Terms

1. Employment . Subject to the terms and conditions of this Agreetn Company agrees to emg
Employee as Executive Vice President, Merchandjvarketing and Strategic Planning of Dollar Geh&marporation.

2. Term . The term of this Agreement shall be until the secannual anniversary of the Effective C

(“Term”), unless otherwise terminated pursuantaoa@raphs 7, 8, 9, 10, 11 or 12 hereof.

3. Position, Duties and Administrative Support.

a. Position . Employee shall serve as Executive Vice Presjdé&tgrchandising, Marketing a
Strategic Planning. Employee shall report to theskient and Chief Operating Officer and performhsdities an

responsibilities as the President and COO or th® @tay prescribe from time-to-time.

b. Full-Time Efforts. Employee shall perform and discharge faithfutliligently and to the best

his /her ability such duties and responsibilitiesl ahall devote his/her fullme efforts to the business and affair
Company. Employee agrees to promote the bestesterof Company and to take no action that in aay

damages the public image or reputation of Compasgubsidiaries or its affiliates.

C. Administrative Support Employee shall be provided with office space addinistrative suppc

commensurate with his/her position.

d. No Interference With Duties Employee shall not devote time to other actgitivhich would inhib

or otherwise interfere with the proper performaontais/her duties, and shall not be directly oriiactly concerne
or interested in any other occupation, activityragerest in any business whatsoever other thareagan of holdin
a noneontrolling interest as a shareholder, securitiekldr or debenture holder in a corporation quotede
nationally recognized exchange. Employee may eotesas a member of a board of directors of apfofi
company, other than the Company or any of its slidoses or affiliates, during the Term without te&pres
approval of the CEO.

4. Work Standard . Employee hereby agrees that he/she shall aradisticomply with and abide by all ter




and conditions set forth in this Agreement, andapjplicable work policies, procedures and rulemag be
issued by Company. Employee also agrees thaténshsdll comply with all federal, state and locakstes, regulations a
public ordinances governing the performance ohleistiuties hereunder.

S. Compensation.

a. Base Salary Subject to the terms and conditions set fortlthin Agreement, Company shall |
Employee, and Employee shall accept, an annual $slaey (“Base Salary’f no less than Three Hundred S
Two Thousand Two Hundred Fifty Dollars ($362,2500he Base Salary shall be paid in accordance

Company’s normal payroll practices and may be ased from time to time at the sole discretion ef@ompany.

b. Incentive Bonus. Employee$ incentive compensation for the Term of this Agreat shall b
determined under the Compasybonus program for officers established by the aEmsation Committee a
amended in its discretion. The actual bonus paidyant to this Paragraph 5(b) shall be based diorpgnct
criteria established by the Compensation Committe@accordance with the terms and conditions of kibaus
program for officers.

C. Stock Based Compensation Employee shall be eligible for award grants frame-totime

consistent with the award grants made to similaitiyated officers of the Company as governed bytehmas of th
1998 Employee Stock Incentive Plan, as may be aatknol any successor plan thereof (the “Stock Blaar’

determined in the sole discretion of the Compeasafiommittee.

d. Vacation. Employee shall be entitled to three weeks paidation time within the first year
employment. After five years of employment, Empleyhall be entitled to four weeks paid vacationcaten time
is granted on the anniversary of Employekire date each year. Any available but unusedti@cas of the annt

anniversary of employment date or at Employeeisiteation date shall be forfeited.

e. Business ExpensesEmployee shall be reimbursed for all reasonlbkiness expenses incurre:

carrying out the work hereunder. Employee shallead to the Company’expense reimbursement policies

shall follow those expense reimbursement procediagsyenerally apply to other Company employees.

f. Perquisites Employee shall be entitled to receive such oéxecutive perquisites, fringe and of
benefits as are provided to officers and their feemiunder any of the Compasyplans and/or programs in eft
from time to time and such other benefits as astarnarily available to officers of the Company dineiir families.

6. Benefits . During the Term, Employee (and, where applicaBeployees eligible dependents) shall
eligible to participate in the various Company \aedf benefit plans, practices and policies (inclgdivithout limitation
medical, prescription, dental, vision, disabiligmployee life, accidental death and travel accidestirance plans a
programs) to the extent and in accordance withtéhms of those plans as generally provided to efficor other similar|
situated employees of the Company. In additionplBgee shall be eligible to participate, pursuantheir terms, in ar
other benefit plans offered by the Company to efficor other employees (excluding plans applicablely to certai
officers of the Company in accordance with the egprterms of such plans), including, without linita, the 401(k
Retirement and Savings Plan and CDP/SERP Planled@gkly the plans and arrangements describedlisiRaragraph

and as they may be amended or modified in accoedaith their terms are hereinafter referred tohes“Benefits Plans.”



Notwithstanding the above, Employee understands akmhowledges that Employee is not eligible
benefits under the Dollar General Corporation Savee Plan and that the only severance benefits &melis entitled |

are set forth in this Agreement.

7. Termination for Cause . Under the following conditions, each of which shabnstitute “Cause’or

“Termination for Cause”this Agreement may be terminated immediately at @amg by Company without any liabili
owing to Employee or Employezbeneficiaries under this Agreement, except fosg¢hbenefits owed under any other

or agreement covering Employee which shall be gmaby the terms of such plan or agreement:

a. Any act involving fraud, dishonesty or material mejsresentation, or any material breact
applicable regulations of competent authoritieseilation to trading or dealing with stocks, segasit investmen
and the like;

b. Other than as required by law, the carrying oudrof activity or the making of any public staten
which prejudices or reduces the good name and isiguodl Company or any of its affiliates or wouldry any on

of these into public contempt or ridicule;

C. Attendance at work in a state of intoxication oimigefound in possession of any prohibited dru

substance, possession of which would amount tararmal offense;
d. Assault or other act of violence against any emgdogf Company or other person; or
e. Conviction of any felony whatsoever or any misdenoganvolving moral turpitude.

A termination for Cause shall be effective onlythe Company has given Employee written notice €
intention to terminate for Cause, describing Emplly acts or omissions that are believed to consti@aase, and h

given Employee fair opportunity to respond.

8. Termination upon Death. Notwithstanding anything herein to the contrahys tAgreement shall termin

immediately upon Employegdeath, and Company shall have no further lightititEmployee or his/her beneficiaries ur
this Agreement, except for benefits under the Benéflans and Stock Plan covering Employee to #teng¢ provided b

the terms of such Benefits Plans and Stock Plan.

9. Disability . If a Disability (as defined below) of Employee ace during the Term, the Company r
notify Employee of the Company’s intention to tematie Employees employment. In that event, employment ¢
terminate effective on the termination date proglide such notice of termination (the “Disabilityf&ttive Date”),and thit
Agreement shall terminate without further liability Employee, except for benefits under the Beséflans and Stock Pl
covering Employee to the extent provided by thenterof such Benefits Plans and Stock Plan. In &gseemen

“Disability” means:

(a) a long-term disability, as defined in the Compangfplicable longerm disability plan €

then in effect; or

(b) Employees inability reasonably to perform his/her dutiesleinthis Agreement because
any medically determinable physical or mental impant that (i) can reasonably be expected to res
death or (ii) has lasted or can reasonably be ¢ggddo last longer than ninety (90) consecutivesday thit



circumstance, the existence of a Disability shalldetermined by the Company, in its :
and absolute discretion, upon receipt of compeateadical advice from a qualified physician seledigdt
acceptable to the Company. In this circumstaneeplByee shall, if there is any question about Ieit
Disability, submit to a physical examination by @alffied physician selected by the Company. Nothin
this subsection (b) is intended to nor shall idleemed to broaden or modify the definition of “didi&y” in
the Company’s long-term disability plan.

10.  Employe€’'s Termination of Employment.

a. Notwithstanding anything herein to the contrary, oyee may terminate his/her employment
this Agreement at any time, for no reason, withtyhi30) days written notice to Company. Upon stemination
Employee shall be entitled to his/her prorata B8a&ary through the date of termination and suclerotteste
benefits under any other plan or agreement covétmgloyee which shall be governed by the termsiohglan o
agreement. Employee shall not be entitled to thmsgments and benefits listed in paragraph 11, anhegsh

terminates his/her employment for Good Reasoneéisatl below.
b. Good Reasoshall mean any of the following actions taken by @ompany:
0) a reduction by the Company in the Employee’s Basarg or target bonus level;

(i) the Company shall fail to continue in effect anygnificant Companysponsore
compensation plan or benefit (without replacingvith a similar plan or with a compensation equind)
unless such action is in connection with acrossbierd plan changes or terminations similarly affect
least ninety-five percent (95%) of all executivepdoyees of the Company;

(i) company’s principal executive offices shall be mbwe a location outside the middle-
Tennessee area, or Employee is required to be laag@ehere other than the Companyprincipal executiv

offices;

(iv)  without his/her written consent, the assignmertht Employee by the Company of du
inconsistent with, or the significant reductiontbé title, powers and functions associated withpkryee’s
position, titles or offices, unless such actionthie result of a restructuring or realignment ofiesitan
responsibilities by the Company, for business ressthat leaves Employee at the same officer |Gl
Vice President, Executive Vice President, etc.) atth a similar level of responsibility, or is thesult o
Employee’s failure to meet pestablished and objective performance criteriaisathe result of his/h
termination for Disability or Cause;

(v) Any material breach by the Company of any provisibthis Agreement; or

(Vi) The failure of any successor (whether direct oiréwd, by purchase, merger, consolida
or otherwise) to all or substantially all of thesiness and/or assets of the Company to assumesskpea
agree to perform this Agreement in the same maandrto the same extent that the Company wou
required to perform it if no such succession h&enaplace.

Good Reason shall not include Employedéath or Disability. The Company shall havedpportunity tc



cure any claimed event of Good Reason (other tbapasagraph (vi) above) within thirty (30) daysioe
from Employee.

11. Termination without Cause or by Employee for Good Rason. If Employees employment is terminat

by the Company without Cause which the Company a@yat any time prior to the expiration of the Teinbeinc
understood by the Parties that termination by deathisability shall not constitute termination tut Cause), Employ
terminates for Good Reason (as defined above)h@rCompany fails to renew or extend the Term of tinploymer
Agreement unless such failure to renew or exteraté®@mpanied with a mutually agreeable severamea@ement betwe:
the Company and the Employee or is the result oplEyee’s voluntary retirement, then Employee shall betkeati(in liet
of the payments referenced in Paragraph 12 belod/nat in addition to), only upon the execution a&fiéctiveness of tt
Release attached hereto and made a part hereogntowuation of Employee’s Base Salary as of thie dieamedately
preceding the termination for 24 months, payabladcordance with the Compasyiormal payroll cycle and procedures
addition, Employee shall be entitled to outplacemsgrvices, provided by the Company, for one yeaumtil othe

employment is secured, whichever comes first.

In the event that there is a breach by Employesngfcontinuing obligations under this Agreemengraférminatiol
of employment, any unpaid amounts under this Papmgil1 shall be forfeited. Any payments or reinsbuarents under tt
Paragraph 11 shall not be deemed the continuatidmployee’s employment for any purpose. The Camyjmobligation
under this Paragraph 11 will not negate or reducary amounts otherwise due but not yet paid toplegree by th
Company, or (i) any other amounts payable to Eiygdooutside this Agreement, or any other right$ Braployee ma
have, under the terms of any of the applicable BeRtans and Stock Plan as in effect on the emplenyt termination dat
Further, the Company may, at any time and in die gliscretion, make a lumgsm payment of all amounts, or

remaining amounts, due to Employee under this Paphgll.

12.  Effect of Change in Control.

a. If within two (2) years following a Change in Couoiti{as hereafter defined), the Company (or
successor to the Company) terminates Emplayesployment without Cause or Employee terminaisthd
employment for Good Reason, then upon the execatimhthe effectiveness of the Release attachedohare
made a part hereof, the Company shall pay to Enegldin lieu of the payments referenced in paragddphbove
and not in addition to):

0) a lump sum payment equal to two times Employd@ase Salary in effect immediately p
to the Change in Control plus two times the amairEmployee$ target incentive bonus payment in el

immediately prior to the Change in Control,

(i) alump sum payment in an amount equal to two (8si the annual Employee contribu

to participate in the Company’s medical, dental gistbn benefits program;

(i) outplacement services, provided by the Companyofir year or until other employmen

secured, whichever comes first; and

(iv)  Employees awards, if any, granted pursuant to the Stock Btaany precursor or succes

plan shall fully vest and shall remain exercisablaccordance with the terms of the Stock Plan.



b. For purposes of Paragraph 12(a), the payments idedctherein shall be limited to the Cap
Amount. The “Capped Amountshall be the amount otherwise payable under Pgrhagta(a), reduced in su
amount and to such extent that no amount of thenpay under Paragraph 12(a), plus all othparachut
payments” under Code Section 280G (collectively tAToPayments”), would constitute arextess paracht
payment” under Code Section 280G. Notwithstandmegpreceding sentence, the EmplogeBotal Payments sh
not be limited to the Capped Amount if it is detered that Employee would receive at least $25,00Qreate
aftertax proceeds if no such reduction is made. Theutation of the Capped Amount and all other detaation:
relating to the applicability of Code Section 280&hd the rules and regulations promulgated thererid the
payments contemplated by this Employment Agreemsbatl be made by the tax department of the indep®
public accounting firm then responsible for prepgror auditing the Comparg/’consolidated federal income
return, and such determinations shall be bindingnupe Employee and the Company.

C. Change in Contrathall mean the date as of which any of the follgnaccurs:

0) The Consummation of an acquisition after which ardividual, entity or group within tt
meaning of Section 13(d)(3) or 14(d)(2) of the Sems Exchange Act of 1934, as amended (hereir
“Exchange Act”) shall have beneficial ownershiphiit the meaning of Rule 138promulgated under t
Exchange Act (hereinafter “Beneficial Ownershigdj) 35% or more of the Voting Securities of
Company; provided, however, that for purposes ef pheceding sentence, the following acquisitior

Voting Securities of the Company shall not congtitaa Change in Control:

(A) ownership or an acquisition by Cal Turner, Jamepl&tn Turner or a member
members of his/her or their immediate family or druyst, partnership, foundation or similar er

for the exclusive benefit of any such persons émively, the “Turner Family Interests”);
(B) any acquisition directly from the Company;
©) any acquisition by the Company or an affiliate whihe Company Controls;

(D) any acquisition by any employee benefit plan (olatesl trust) sponsored
maintained by the Company or a subsidiary of then@any;

(E)  any acquisition by a qualified pension plan or jiplheld mutual fund;

(F) any acquisition by the Employee or a group withia meaning of Section 14(d)
the Exchange Act that includes the Employee; or

G) any Business Combination which would not othervaigestitute a Change in Cont
because of the application of clauses (A), (B) @dof Paragraph 12(c)(iii).

(i) A change in the composition of the Board of Direstof the Company whereby individu
who constitute the Board of Directors of the Compans of the Effective Date of this Agreement (pduns
individual who shall become a director subsequersiuch date whose election or nomination for edech
the shareholders was approved by a vote of at [Ea%t of the directors then comprising the Boar
Directors) (hereinafter “Incumbent Boardt¢ase for any reason to constitute at least a itya@irthe Boart



of Directors. Notwithstanding the foregoing, nalividual who shall become a director
the Board of Directors subsequent to the Effeciiate whose initial assumption of office occurs assul
of an actual or threatened election contest (witthe meaning of Rule 14Ht of the Regulatior
promulgated under the Exchange Act) with respethé¢oelection or removal of directors or other atm
threatened solicitation of proxies or consents bym behalf of an individual, entity or group withthe
meaning of Section 13(d)(3) or 14(d)(2) of the Exwtpe Act other than the Board of Directors shalk

member of the Incumbent Board.

(i) consummation of a Business Combination, unless, ediately following such Busine

Combination, all of the following three conditioase met:

(A) all or substantially all of the individuals and i#&es who held Beneficial Ownersh
respectively, of the Voting Securities of the Compaimmediately prior to such Busin
Combination beneficially own, directly or indiregtl65% or more of the combined voting powe
the Voting Securities of the corporation surviviog resulting from such Business Combinat
(including, without limitation, a corporation whichs a result of such transaction holds Bene
Ownership of all or substantially all of the Votilggcurities of the Company or all or substant
all of the Company’s assets) (such surviving oultesy corporation to be referred to aSurviving
Company”),in substantially the same proportions as their osimp, immediately prior to su

Business Combination, of the Voting Securitieshef Company;

(B)  no individual, entity or group within the meaninfySection 13(d)(3) or 14(d)(2)
the Exchange Act (excluding any corporation resglfrom such Business Combination, the Tu
Family Interests, any qualified pension plan, aliglip held mutual fund, the Employee, a gn
within the meaning of Section 14(d) of the ExchaAgethat includes the Employee, or an emplc
benefit plan (or related trust) of the Company arv&ving Company) holds Beneficial Ownerst
directly or indirectly, of 35% or more of the combd voting power of the then outstanding Vo
Securities of Surviving Company except to the exteat such ownership existed immediately

to the Business Combination; and

(©) at least a majority of the members of the boardi@ctors of the Surviving Compa
were members of the Incumbent Board at the earfitne date of execution of the initial agreem

or of the action of the Board of Directors of then@pany, providing for such Business Combinat

(iv)  For purposes of subparagraphs (i)ii) @bove, the terms below shall have the follog

meanings:

(A) “ Business Combinatioh shall mean a reorganization, merger or consolidatiathe

Company or sale or other disposition of all or sabsally all of the assets of the Company.

(B) “ Consummatiori shall mean the completion of the final act necgssacomplete

transaction as a matter of law, including, but haotited to, any required approvals by

corporations shareholders and board of directors, the transfelegal and beneficial title



securities or assets and the final approval of tlaasaction by any applical
domestic or foreign governments or governmentaheigs.

©) “ Control ” shall mean, in the case of a corporation, Benéfoianership of mor
than 50% of the combined voting power of the coation’s Voting Securities, or in the case of

other entity, Beneficial Ownership of more than 56f6uch entity’s voting equity interests.

() “ Voting Securities” shall mean the outstanding voting securities ofoengany

entitling the holder thereof to vote generallylie election of such company’s directors.

13. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 heEsuployet

and the Company covenant and agree that theyrsttadingage in any commuaitions which shall disparage one anoth

interfere with their existing or prospective busiseelationships.

14. Confidentiality and Legal Process. Employee represents and agrees that he/she vél kiee term:

amount and fact of this Agreement confidential &mat he/she will not hereafter disclose any infaroraconcerning th
Agreement to any one other than his/her personahtag Notwithstanding the foregoing, nothing imstAgreement |
intended to prohibit Employee from performing amytydor obligation that shall arise as a mattera.l Specifically
Employee shall continue to be under a duty to fulithrespond to any legal and valid subpoena bepotegal process. Ti
Agreement is not intended in any way to proscringpyees right and ability to provide information to argdkral, stat

or local government in the lawful exercise of sgovernment’'s governmental functions.

15.  Business Protection Provision Definition:.

a. Preamble. As a material inducement to the Company to eimé&r this Agreement, and
recognition of the valuable experience, knowledgd aroprietary information Employee will gain frohms/he
employment with the Company, Employee warrants agites he/she will abide by and adhere to the ést

protection provisions in Paragraphs 15, 16, 17ari@ 19 herein.

b. Definitions. For purposes of Paragraphs 15, 16, 17, 18, d®8rherein, the following terms st

have the following meanings:

0) “Competitive Position” shall mean any employment, consulting, advisoryedorshig
agency, promotional or independent contractor geearent between the Employee and (x) any pers
Entity engaged wholly or in material part in thesimess in which the Company is engaged, includirtghbr
limited to such other similar businesses as WaltMaamily Dollar Stores, Fred, the 99 Cents Stores
Dollar Tree Stores, or (y) any person or Entityntlagtempting or planning to enter the businesshitiwvthe
Company is engaged (i.e., the deep discount cornslentesics retail business) whereby the Employ
required to or does perform services on behalf rofoo the benefit of such person or Entity whicle
substantially similar to the services Employee ipgrated in or directed at any time while employmdthe

Company or any of its affiliates.

(i) “Confidential Information” shall mean the proprietary or confidential dateprimation
documents or materials (whether oral, written, tetesc or otherwise) belonging to or pertaining the

Company, other than “Trade Secreta’ (defined below), which is of tangible or intangivalue to th



Company and the details of which are not generkilpwn to the competitors of t
Company. Confidential Information shall also irguany items marked “CONFIDENTIALbr som«

similar designation or which are otherwise idegtifias being confidential.

(i) “Entity” or “Entities” shall mean any business, individual, partnerskiipt jventure, agenc
governmental agency, body or subdivision, assaciafirm, corporation, limited liability company othe!
entity of any kind.

(iv) “Restricted Period” shall mean two (2) years follogvthe Employee’s termination date.

V) “Territory” shall include those states in which tBempany maintains stores at Emplogee’

termination date.

(Vi) “Trade Secretsshall mean information or data of or about the Canyp including, but ne
limited to, technical or notechnical data, formulas, patterns, compilationegmms, devices, metho
techniques, drawings, processes, financial datanéial plans, product plans or lists of actuapotentia
customers or suppliers that: (A) derives econoralae, actual or potential, from not being gengriiiowr
to, and not being readily ascertainable by propeams by, other persons who can obtain economie
from its disclosure or use; (B) is the subjectfbdres that are reasonable under the circumstatcesintai

its secrecy; and (C) any other information whicdesined as a “trade secret” under applicable law.

(Vi) “Work Product’ shall mean all tangible work produgtoperty, data, documentation, “know-
how,” concepts or plans, inventions, improvements, teghes and processes relating to the Compan
were conceived, discovered, created, written, eslisr developed by Employee during the term ofhlei

employment with the Company.

16. Nondisclosure: Ownership of Proprietary Property.

a. In recognition of the need of the Company to prbisdegitimate business interests during the 1
of this Agreement and thereafter, Confidential infation and Trade Secrets, Employee hereby coveram
agrees that Employee shall regard and treat Tradees and all Confidential Information as striatiynfidentia
and whollyowned by the Company and shall not, for any reaspoany fashion, either directly or indirectly,
sell, lend, lease, distribute, license, give, tfansassign, show, disclose, disseminate, reprqdwopy
misappropriate or otherwise communicate any swezh r information to any third party or Entity fany purpos
other than in accordance with this Agreement omrexpiired by applicable law: (i) with regard to kaiterr
constituting a Trade Secret, at all times suchrm&tion remains a “trade secreifider applicable law, and (ii) w

regard to any Confidential Information, for the Riesed Period.

b. Employee shall exercise best efforts to ensurectimtinued confidentiality of all Trade Secrets
Confidential Information, and he/she shall immeelyanotify the Company of any unauthorized disclesor use ¢
any Trade Secrets or Confidential Information ofickhEmployee becomes aware. Employee shall ats
Company, to the extent necessary, in the protectiar procurement of any intellectual propertyteation or othe
rights in any of the Trade Secrets or Confidertitdrmation.

C. Work Product shall be owned exclusively by the Camp To the greatest extent possible,



Work Product shall be deemed to be “work made fce”"has defined in the Copyright Act,
U.S.C.A. 8§ 101 et seq., as amended), and Emplogesb unconditionally and irrevocably transfers asdigns t
the Company all right, title and interest Employeerently has or may have by operation of law dreotise in o
to any Work Product, including, without limitatioall patents, copyrights, trademarks (and the gdbdssociate
therewith), trade secrets, service marks (and doelgill associated therewith) and other intelletfuraperty rights
Employee agrees to execute and deliver to the @agnpny transfers, assignments, documents or otsgument
which the Company may deem necessary or appropfiata time to time, to protect the rights grantedein or ti
vest complete title and ownership of any and allrkVBroduct, and all associated intellectual proparid othe

rights therein, exclusively in the Company.

17. Non-Interference with Employees. Employee covenants and agrees that during theri€edt Perio

he/she will not, either directly or indirectly, a® or in conjunction with any other person or Bnti{a) actively recrui
solicit, attempt to solicit, or induce any persohonis an exempt employee of the Company or anysddubsidiaries, or
an officer or exempt employee of any of the oth&s BEntities, to leave or cease such employment foyr @aso
whatsoever; or (b) hire or engage the servicesngfsuch person described in Paragraph 17(a) abowny busine:
substantially similar or competitive with that irhigh the Company was engaged during his/her empoym

18.  Non-Interference with Business Relationship:..

a. Employee acknowledges that in the course of empémgmhe/she will learn about Compasy’
business, services, materials, programs and predunct the manner in which they are developed, nedkservice
and provided. Employee knows and acknowledgesthigaCompany has invested considerable time anceynin
developing its programs, agreements, stores, vendepresentatives, services, products and magkétichnique
and that they are unique and original. Employeghér acknowledges that the Company must keep tsat
pertinent information divulged to Employee and Camgs business concepts, ideas, programs, plan:
processes, so as not to aid Compargompetitors. Accordingly, Company is entitledilte following protectior

which Employee agrees is reasonable:

b. Employee covenants and agrees that during the i&estrPeriod, he/she will not, on his/her ¢
behalf or on behalf of any person or Entity, seliciirect, appropriate, call upon, or initiate commitation o
contact with any person or entity or any repredargaof any person or entity, with whom Employeel lemntac

during his/her employment, in such a way as tariate with Company’s business relationships.

19.  Agreement Not to Work in a Competitive Position.

a. Employee covenants and agrees not to obtain or moakCompetitive Position within the Territc
for the Restricted Period.

b. Employee and Company expressly covenant and abedethie scope, territorial, time and of
restrictions contained in this entire Agreementstibate the most reasonable and equitable restnistpossible 1
protect the business interest of the Company git¢nhe business of the Company; (ii) the compatiinature c
the Company’s industry; and (iii) that Employeeskills are such that he/she could easily fincerattive

commensurate employment or consulting work in leisfield which would not violate any of the prowss of thi



Agreement. The Employee further acknowledges tihatcompensation and benefits describe
Paragraphs 5, 11 and 12 are also in considerafibwsfher covenants and agreements contained iagPgphs 1
through 19 hereof.

20. Return of Materials . Upon the Employee&’ termination, or at any point after that time, mpbe specifi

request of th&€€ompany, Employee shall return to the Company &tten or descriptive materials of any kind belargyoi
relating to the Company or its affiliates, incluglirwithout limitation, any originals, copies andst@hcts containing al

Work Product, intellectual property, Confidentiafdrmation and Trade Secrets in Employee’s possessi control.

21.  General Provisions.

a. Amendment This Agreement may be amended or modified ogly lvriting signed by both of tl
parties hereto.

b. Binding Agreement This Agreement shall inure to the benefit of &edbinding upon Employe

his/her heirs and personal representatives, an@angany and its successors and assigns.

C. Waiver Of Breach; Specific Performance The waiver of a breach of any provision of

Agreement shall not operate or be construed asiaewaf any other breach. Each of the partiehis Agreemer
will be entitled to enforce its or his/her rightsder this Agreement, specifically, to recover daesagy reason
any breach of any provision of this Agreement am@xercise all other rights existing in its or hex/ favor. Th
parties hereto agree and acknowledge that monewygsnmay not be an adequate remedy for any brdaitie
provisions of this Agreement and that any party nmaits or his/her sole discretion apply to any aef law ol
equity of competent jurisdiction for specific parftance or injunctive relief in order to enforce mevent an

violations of the provisions of this Agreement.

d. Unsecured General CreditorThe Company shall neither reserve nor djpadly set aside funds f
the payment of its obligations under this Agreemantl such obligations shall be paid solely fromdleneral asse
of the Company.

e. No Effect On Other Arrangementslt is expressly understood and agreed that 8yengnts made

accordance with this Agreement are in additionrtg ather benefits or compensation to which Employesg bt
entitled or for which he/she may be eligible, wiegtfunded or unfunded, by reason of his/her emptymwith the
Company.

f. Tax Withholding. There shall be deducted from each payment uhieAgreement the amount

any tax required by any govenental authority to be withheld and paid over by @ompany to such governme!

authority for the account of Employee.
g. Notices.

(i) All notices and all other communications provideat herein shall be in writing a
delivered personally to the other designated pamtymailed by certified or registered mail, retuateip

requested, or delivered by a recognized nationatroght courier service, or sent by facsimile, @kivs:

If to Company to: Dollar General Corporation
Attn: General Counsel



1 Mission Ridge
Goodlettsville, TN 37072-2171
Facsimile: (615)855-5180

If to Employee to: Stonie O’Briant
111 North Governors Cove
Hendersonville, TN 37075

(i) Al notices sent under this Agreement shall be dmkmiven twentyfour (24) hours afte
sent by facsimile or courier, severitye (72) hours after sent by certified or registeraail and whe

delivered if personal delivery.

(i) Either party hereto may change the address to wintice is to be sent hereunder by wri
notice to the other party in accordance with th@vjgsions of this Paragraph.

h. Governing Law. This Agreement shall be governed by and condtmi@ccordance with the laws

the State of Tennessee (without giving effect tofloct of laws).

. Entire Agreement This Agreement contains the full and completelaratanding of the parti

hereto with respect to the subject matter contaime@din and this Agreement supersedes and repéaoegriol
agreement, either oral or written, which Employesyrhave with Company that relates generally tostimae subje

matter.

J- Assignment. This Agreement may not be assigned by Emploged, any attempted assignrr
shall be null and void and of no force or effect.

k. Severability . If any one or more of the terms, provisions, emants or restrictions of tl
Agreement shall be determined by a court of commgteisdiction to be invalid, void or unenforceabthen th
remainder of the terms, provisions, covenants asttictions of this Agreement shall remain in folice and effec

and to that end the provisions hereof shall be @éeesaverable.

l Paragraph HeadingsThe paragraph headings set forth herein aredovenience of reference o

and shall not affect the meaning or interpretatibthis Agreement whatsoever.

m. Interpretation. Should a provision of this Agreement requireigial interpretation, it is agreed tl
the judicial body interpreting or construing therAgment shall not apply the assumption that thagdrereof she
be more strictly construed against one party bysaeaof the rule of construction that an instrumento be
construed more strictly against the party whicklfter through its agents prepared the agreemebging agree

that all parties and/or their agents have partteghén the preparation hereof.

n. Voluntary Agreement Employee and Company represent and agree tleht le@s reviewed ¢
aspects of this Agreement, has carefully read anlg finderstands all provisions of this Agreemeamd i
voluntarily entering into this Agreement. Eachtpaepresents and agrees that such party has bagpgiortunity t
review any and all aspects of this Agreement wébal, tax or other adviser(s) of such patghoice befoi

executing this Agreement.

IN WITNESS WHEREOF, the parties hereto have exaehute caused their duly authorized representatd



execute, this Agreement effective th&'day of March, 2004.

‘COMPANY”
DOLLAR GENERAL CORPORATION

By: /s/ David A. Perdue

Its:

‘EMPLOYEE"

By: /s/ Stonie R. O’Briant
Stonie R. O’Briant

Witnessed By:

By: /s/ Tammy R. Moseley

Addendum to Employment
Agreement with

RELEASE AGREEMENT

THIS RELEASE (“Release”) is made and entered infjoabd between (“Employesai)
DOLLAR GENERAL CORPORATION , and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that &mpk employment with Dollar General Corporai
shall terminate on X

WHEREAS, Employee and the Company have previousiiered into that certain Employment Agreemr

effective (“Agreement”), that Release is incorporated therein by reference;

WHEREAS, Employee and Company desire to delinds@ tespective rights, duties and obligationsratéent tc
such termination and desire to reach an accordsatisfaction of all claims arising from Employse&@mployment, and f

termination of employment, with appropriate release accordance with the Agreement;

WHEREAS, the Company desires to compensate Employaecordance with the Agreement for service heelsh
provided or will provide for the Company;

NOW, THEREFORE, in consideration of the premised dre agreements of the parties set forth in trakeése
and other good and valuable consideration the pee@id sufficiency of which are hereby acknowleddkd parties herel

intending to be legally bound, hereby covenantagee as follows:

1. Claims Released Under This Agreemer.

In exchange for receiving the benefits describe@anagraph 11 or 12 of the Agreement, | herebyntahily anc

irrevocably waive, release, dismiss with prejudiaed withdraw all claims, complaints, suits or ded of any kin



whatsoever (whether known or unknown) which | elad, may have, or now have against Company and
current or former subsidiaries or affiliates of iempany and their past, present and future offjcgirectors, employes
agents, insurers and attorneys (collectively, tReléasees”)arising from or relating to (directly or indirec}lymy
employment or the termination of my employment threo events occurred as of the date of executiathisfAgreemen
including but not limited to:

a. claims for violations of Title VIl of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, thel®ights Act of 1991, the Americans With Disab#és Act.
the Equal Pay Act, the Family and Medical Leave, A& U.S.C. § 1981, the Sarbanes Oxley Act of 2@bé
National Labor Relations Act, the Labor ManagemRBelations Act, Executive Order 11246, Executive €&
11141, the Rehabilitation Act of 1973, or the Enygle Retirement Income Security Act;

b. claims for violations of any other federal or stst@tute or regulation or local ordinance;

C. claims for lost or unpaid wages, compensation, emeffits, defamation, intentional or neglig
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rigri retention ¢
supervision, fraud, misrepresentation, conversiortjous interference, breach of contract, or bneat fiduciary

duty;

d. claims to benefits under any bonus, severance, faaek reduction, early retirement, outplacernr
or any other similar type plan sponsored by the gamy (except for benefits specifically provided forder th
Benefits Plans as specified in Section 2, below); o

e. any other claims under state law arising in tort@mtract.

2. Claims Not Released Under This Agreemer.

In signing this Agreement, | am not releasing alaynes that may arise under the terms of this Agreeinor whicl

may arise out of events occurring after the da&eelcute this Agreement.

I am also not releasing claims to benefits thahlaready entitled to receive under the Benefitm®l However,
understand and acknowledge that nothing hereinténded to or shall be construed to require the f@my to institute ¢
continue in effect any particular plan or benefibssored by the Company and the Company herebyesséhe right t

amend or terminate any of its benefit programsgttane in accordance with the procedures set farguch plans.

Nothing in this Agreement shall prohibit me fromgeaging in protected activities under applicable lawfronm
communicating, either voluntarily or otherwise, winy governmental agency concerning any poteuttdhtion of the
law.

3. No Assignment of Claim. Employee represents that he/she has not assigrtesmheferred, or purported

assign or transfer, any claims or any portion tbkoe interest therein to any party prior to theéedaf this Release.

4. Compensation. In accordance with the Agreement, the Companyesgte pay the Employee, or if he/
becomes eligible for payments under Paragraph 1P dyut dies before receipt thereof, his/her spaudas/her estate,

the case may be, the amount provided in Paragragh 12 of the Agreement.

S. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 efAgreemen




Employee and the Company covenant and agree tagtstmall not engage in any commeations whicl
shall disparage one another or interfere with taristing or prospective business relationships.

6. No Admission Of Liability . This Release shall not in any way be construedragdmission by tt

Company or Employee of any improper actions oiiliighvhatsoever as to one another, and each dpalijf disclaims an
liability to or improper actions against the otlugrany other person, on the part of itself or hilidlserself, its or his/he
employees or agents.

7. Voluntary Execution . Employee warrants, represents and agrees thabtehd&@s been encouragec

writing to seek advice from anyone of his/her chiogsegarding this Release, including his/her aggrand accountant
tax advisor prior to his/her signing it; that thiRelease represents written notice to do so; th@hkehas been given -
opportunity and sufficient time to seek such advimed that he/she fully understands the meaningcamdents of thi
Release. He/she further represents and warrantshéishe was not coerced, threatened or otherwised to sign th
Release, and that his/her signature appearingrtagtei is voluntary and genuine. EMPLOYEE UNDER®NI2AS THAT
HE/SHE MAY TAKE UP TO TWENTYONE (21) DAYS TO CONSIDER WHETHER OR NOT HE/SHE DRES TC
ENTER INTO THIS RELEASE.

8. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE/SHE MAY REVOKE
THIS RELEASE BY NOTIFYING THE COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN
(7) DAYS OF HIS/HER EXECUTION OF THIS RELEASE AND T HAT THIS RELEASE IS NOT EFFECTIVE
UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD. HE/SHE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS RELEAS E WILL BE BINDING UPON HIM/HER AND
HIS/HER HEIRS, ADMINISTRATORS, REPRESENTATIVES, EXE CUTORS, SUCCESSORS AND ASSIGN
AND WILL BE IRREVOCABLE.

Acknowledged and Agreed To:
“COMPANY”

DOLLAR GENERAL CORPORATION

By:

Its:

| UNDERSTAND THAT BY SIGNING THIS RELEASE, | AM GIV ING UP RIGHTS | MAY HAVE. |

UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS RELEASE.
“EMPLOYEE”

Date

WITNESSED BY:



Date




EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”), effectivdarch 1, 2004 (“Effective Date”)is made an
entered into by and betwedDOLLAR GENERAL CORPORATION (the “Company”), andTommy J. Hartshorn
(“Employee”).

WITNESSETH:
WHEREAS, Company desires to employ Employee upenténms and subject to the conditions hereinakd{

forth, and Employee desires to accept such emplayme

NOW, THEREFORE, for and in consideration of therpises, the mutual promises, covenants and agres
contained herein, and for other good and valuallesideration, the receipt and sufficiency of whiake hereb
acknowledged, the parties agree as follows:

Employment Terms

1. Employment . Subject to the terms and conditions of this Agreetn Company agrees to emg
Employee as Executive Vice President, New Busibesslopment of Dollar General Corporation.

2. Term . The term of this Agreement shall be until the secannual anniversary of the Effective C

(“Term”), unless otherwise terminated pursuantaoa@raphs 7, 8, 9, 10, 11 or 12 hereof.

3. Position, Duties and Administrative Support.

a. Position. Employee shall serve as Executive Vice Presjdéstv Business Development. Emplo
shall report to the President and Chief Operatirfc€@ and perform such duties and responsibilitéess th
President and COO or the CEO may prescribe frora-toatime.

b. Full-Time Efforts. Employee shall perform and discharge faithfutliligently and to the best

his /her ability such duties and responsibilitiesl ahall devote his/her fullme efforts to the business and affair
Company. Employee agrees to promote the bestesterof Company and to take no action that in aay

damages the public image or reputation of Compasgubsidiaries or its affiliates.

C. Administrative Support Employee shall be provided with office space addinistrative suppc

commensurate with his/her position.

d. No Interference With Duties Employee shall not devote time to other actgitivhich would inhib

or otherwise interfere with the proper performaontais/her duties, and shall not be directly oriiactly concerne
or interested in any other occupation, activityragerest in any business whatsoever other thareagan of holdin
a noneontrolling interest as a shareholder, securitiekldr or debenture holder in a corporation quotede
nationally recognized exchange. Employee may eotesas a member of a board of directors of apfofi
company, other than the Company or any of its slidoses or affiliates, during the Term without te&pres
approval of the CEO.

4. Work Standard . Employee hereby agrees that he/she shall aradisticomply with and abide by all ter




and conditions set forth in this Agreement, andapjplicable work policies, procedures and rulemag be
issued by Company. Employee also agrees thaténshsdll comply with all federal, state and locakstes, regulations a
public ordinances governing the performance ohleistiuties hereunder.

S. Compensation.

a. Base Salary Subject to the terms and conditions set fortlthin Agreement, Company shall |
Employee, and Employee shall accept, an annual $&laey (“Base Salary™df no less than Two Hundred Eig
Five Thousand Dollars ($285,000). The Base Sadasfl be paid in accordance with Compangormal payro

practices and may be increased from time to tinteeasole discretion of the Company.

b. Incentive Bonus. Employee$ incentive compensation for the Term of this Agreat shall b
determined under the Compasybonus program for officers established by the aEmsation Committee a
amended in its discretion. The actual bonus paidyant to this Paragraph 5(b) shall be based diorpgnct
criteria established by the Compensation Committe@accordance with the terms and conditions of kibaus

program for officers.

C. Stock Based Compensation Employee shall be eligible for award grants frame-totime

consistent with the award grants made to similaitiyated officers of the Company as governed bytehmas of th
1998 Employee Stock Incentive Plan, as may be aatknol any successor plan thereof (the “Stock Blaar’

determined in the sole discretion of the Compeasafiommittee.

d. Vacation. Employee shall be entitled to three weeks paidation time within the first year
employment. After five years of employment, Empleyhall be entitled to four weeks paid vacationcaten time
is granted on the anniversary of Employekire date each year. Any available but unusedti@cas of the annt

anniversary of employment date or at Employeeisiteation date shall be forfeited.

e. Business ExpensesEmployee shall be reimbursed for all reasonlbkiness expenses incurre:

carrying out the work hereunder. Employee shallead to the Company’expense reimbursement policies

shall follow those expense reimbursement procediagsyenerally apply to other Company employees.

f. Perquisites Employee shall be entitled to receive such oéxecutive perquisites, fringe and of
benefits as are provided to officers and their feemiunder any of the Compasyplans and/or programs in eft
from time to time and such other benefits as astarnarily available to officers of the Company dineiir families.

6. Benefits . During the Term, Employee (and, where applicaBeployees eligible dependents) shall
eligible to participate in the various Company \aedf benefit plans, practices and policies (inclgdivithout limitation
medical, prescription, dental, vision, disabiligmployee life, accidental death and travel accidestirance plans a
programs) to the extent and in accordance withtéhms of those plans as generally provided to efficor other similar|
situated employees of the Company. In additionplBgee shall be eligible to participate, pursuantheir terms, in ar
other benefit plans offered by the Company to efficor other employees (excluding plans applicablely to certai
officers of the Company in accordance with the egprterms of such plans), including, without linita, the 401(k
Retirement and Savings Plan and CDP/SERP Planled@gkly the plans and arrangements describedlisiRaragraph

and as they may be amended or modified in accoedaith their terms are hereinafter referred tohes“Benefits Plans.”



Notwithstanding the above, Employee understands akmhowledges that Employee is not eligible
benefits under the Dollar General Corporation Savee Plan and that the only severance benefits &melis entitled |

are set forth in this Agreement.

7. Termination for Cause . Under the following conditions, each of which shabnstitute “Cause’or

“Termination for Cause”this Agreement may be terminated immediately at @amg by Company without any liabili
owing to Employee or Employezbeneficiaries under this Agreement, except fosg¢hbenefits owed under any other

or agreement covering Employee which shall be gmaby the terms of such plan or agreement:

a. Any act involving fraud, dishonesty or material mejsresentation, or any material breact
applicable regulations of competent authoritieseilation to trading or dealing with stocks, segasit investmen
and the like;

b. Other than as required by law, the carrying oudrof activity or the making of any public staten
which prejudices or reduces the good name and isiguodl Company or any of its affiliates or wouldry any on

of these into public contempt or ridicule;

C. Attendance at work in a state of intoxication oimigefound in possession of any prohibited dru

substance, possession of which would amount tararmal offense;
d. Assault or other act of violence against any emgdogf Company or other person; or
e. Conviction of any felony whatsoever or any misdenoganvolving moral turpitude.

A termination for Cause shall be effective onlythe Company has given Employee written notice €
intention to terminate for Cause, describing Emplly acts or omissions that are believed to consti@aase, and h

given Employee fair opportunity to respond.

8. Termination upon Death. Notwithstanding anything herein to the contrahys tAgreement shall termin

immediately upon Employegdeath, and Company shall have no further lightititEmployee or his/her beneficiaries ur
this Agreement, except for benefits under the Benéflans and Stock Plan covering Employee to #teng¢ provided b

the terms of such Benefits Plans and Stock Plan.

9. Disability . If a Disability (as defined below) of Employee ace during the Term, the Company r
notify Employee of the Company’s intention to tematie Employees employment. In that event, employment ¢
terminate effective on the termination date proglide such notice of termination (the “Disabilityf&ttive Date”),and thit
Agreement shall terminate without further liability Employee, except for benefits under the Beséflans and Stock Pl
covering Employee to the extent provided by thenterof such Benefits Plans and Stock Plan. In &gseemen

“Disability” means:

(a) long-term disability, as defined in the Companypplicable longterm disability plan as th

in effect; or

(b) Employees inability reasonably to perform his/her dutiesleinthis Agreement because
any medically determinable physical or mental impant that (i) can reasonably be expected to res
death or (ii) has lasted or can reasonably be ¢ggddo last longer than ninety (90) consecutivesday thit



circumstance, the existence of a Disability shalldetermined by the Company, in its :
and absolute discretion, upon receipt of compeateadical advice from a qualified physician seledigdt
acceptable to the Company. In this circumstaneeplByee shall, if there is any question about Ieit
Disability, submit to a physical examination by @alffied physician selected by the Company. Nothin
this subsection (b) is intended to nor shall idleemed to broaden or modify the definition of “didi&y” in
the Company’s long-term disability plan.

10.  Employe€’'s Termination of Employment.

a. Notwithstanding anything herein to the contrary, oyee may terminate his/her employment
this Agreement at any time, for no reason, withtyhi30) days written notice to Company. Upon stemination
Employee shall be entitled to his/her prorata B8a&ary through the date of termination and suclerotteste
benefits under any other plan or agreement covétmgloyee which shall be governed by the termsiohglan o
agreement. Employee shall not be entitled to thmsgments and benefits listed in paragraph 11, anhegsh

terminates his/her employment for Good Reasoneéisatl below.
b. Good Reasoshall mean any of the following actions taken by @ompany:
0) a reduction by the Company in the Employee’s Basarg or target bonus level;

(i) the Company shall fail to continue in effect anygnificant Companysponsore
compensation plan or benefit (without replacingvith a similar plan or with a compensation equind)
unless such action is in connection with acrossbierd plan changes or terminations similarly affect
least ninety-five percent (95%) of all executivepdoyees of the Company;

(i) company’s principal executive offices shall be mbwe a location outside the middle-
Tennessee area, or Employee is required to be laag@ehere other than the Companyprincipal executiv

offices;

(iv)  without his/her written consent, the assignmertht Employee by the Company of du
inconsistent with, or the significant reductiontbé title, powers and functions associated withpkryee’s
position, titles or offices, unless such actionthie result of a restructuring or realignment ofiesitan
responsibilities by the Company, for business ressthat leaves Employee at the same officer |Gl
Vice President, Executive Vice President, etc.) atth a similar level of responsibility, or is thesult o
Employee’s failure to meet pestablished and objective performance criteriaisathe result of his/h
termination for Disability or Cause;

(v) Any material breach by the Company of any provisibthis Agreement; or

(Vi) The failure of any successor (whether direct oiréwd, by purchase, merger, consolida
or otherwise) to all or substantially all of thesiness and/or assets of the Company to assumesskpea
agree to perform this Agreement in the same maandrto the same extent that the Company wou
required to perform it if no such succession h&enaplace.

Good Reason shall not include Employedéath or Disability. The Company shall havedpportunity tc



cure any claimed event of Good Reason (other tbapasagraph (vi) above) within thirty (30) daysioe
from Employee.

11. Termination without Cause or by Employee for Good Rason. If Employees employment is terminat

by the Company without Cause which the Company a@yat any time prior to the expiration of the Teinbeinc
understood by the Parties that termination by deathisability shall not constitute termination tut Cause), Employ
terminates for Good Reason (as defined above)h@rCompany fails to renew or extend the Term of tinploymer
Agreement unless such failure to renew or exteraté®@mpanied with a mutually agreeable severamea@ement betwe:
the Company and the Employee or is the result oplEyee’s voluntary retirement, then Employee shall betkeati(in liet
of the payments referenced in Paragraph 12 belod/nat in addition to), only upon the execution a&fiéctiveness of tt
Release attached hereto and made a part hereogntowuation of Employee’s Base Salary as of thie dieamedately
preceding the termination for 24 months, payabladcordance with the Compasyiormal payroll cycle and procedures
addition, Employee shall be entitled to outplacemsgrvices, provided by the Company, for one yeaumtil othe

employment is secured, whichever comes first.

In the event that there is a breach by Employesngfcontinuing obligations under this Agreemengraférminatiol
of employment, any unpaid amounts under this Papmgil1 shall be forfeited. Any payments or reinsbuarents under tt
Paragraph 11 shall not be deemed the continuatidmployee’s employment for any purpose. The Camyjmobligation
under this Paragraph 11 will not negate or reducary amounts otherwise due but not yet paid toplegree by th
Company, or (i) any other amounts payable to Eiygdooutside this Agreement, or any other right$ Braployee ma
have, under the terms of any of the applicable BeRtans and Stock Plan as in effect on the emplenyt termination dat
Further, the Company may, at any time and in die gliscretion, make a lumgsm payment of all amounts, or

remaining amounts, due to Employee under this Paphgll.

12.  Effect of Change in Control.

a. If within two (2) years following a Change in Couoiti{as hereafter defined), the Company (or
successor to the Company) terminates Emplayesployment without Cause or Employee terminaisthd
employment for Good Reason, then upon the execatimhthe effectiveness of the Release attachedohare
made a part hereof, the Company shall pay to Enegldin lieu of the payments referenced in paragddphbove
and not in addition to):

0) a lump sum payment equal to two times Employd@ase Salary in effect immediately p
to the Change in Control plus two times the amairEmployee$ target incentive bonus payment in el

immediately prior to the Change in Control,

(i) alump sum payment in an amount equal to two (8si the annual Employee contribu

to participate in the Company’s medical, dental gistbn benefits program;

(i) outplacement services, provided by the Companyofir year or until other employmen

secured, whichever comes first; and

(iv)  Employees awards, if any, granted pursuant to the Stock Btaany precursor or succes

plan shall fully vest and shall remain exercisablaccordance with the terms of the Stock Plan.



b. For purposes of Paragraph 12(a), the payments idedctherein shall be limited to the Cap
Amount. The “Capped Amountshall be the amount otherwise payable under Pgrhagta(a), reduced in su
amount and to such extent that no amount of thenpay under Paragraph 12(a), plus all othparachut
payments” under Code Section 280G (collectively tAToPayments”), would constitute arextess paracht
payment” under Code Section 280G. Notwithstandmegpreceding sentence, the EmplogeBotal Payments sh
not be limited to the Capped Amount if it is detered that Employee would receive at least $25,00Qreate
aftertax proceeds if no such reduction is made. Theutation of the Capped Amount and all other detaation:
relating to the applicability of Code Section 280&hd the rules and regulations promulgated thererid the
payments contemplated by this Employment Agreemsbatl be made by the tax department of the indep®
public accounting firm then responsible for prepgror auditing the Comparg/’consolidated federal income
return, and such determinations shall be bindingnupe Employee and the Company.

C. Change in Contrathall mean the date as of which any of the follgnaccurs:

0) The Consummation of an acquisition after which ardividual, entity or group within tt
meaning of Section 13(d)(3) or 14(d)(2) of the Sems Exchange Act of 1934, as amended (hereir
“Exchange Act”) shall have beneficial ownershiphiit the meaning of Rule 138promulgated under t
Exchange Act (hereinafter “Beneficial Ownershigdj) 35% or more of the Voting Securities of
Company; provided, however, that for purposes ef pheceding sentence, the following acquisitior

Voting Securities of the Company shall not congtitaa Change in Control:

(A) ownership or an acquisition by Cal Turner, Jamepl&tn Turner or a member
members of his/her or their immediate family or druyst, partnership, foundation or similar er

for the exclusive benefit of any such persons émively, the “Turner Family Interests”);
(B) any acquisition directly from the Company;
©) any acquisition by the Company or an affiliate whihe Company Controls;

(D) any acquisition by any employee benefit plan (olatesl trust) sponsored
maintained by the Company or a subsidiary of then@any;

(E)  any acquisition by a qualified pension plan or jiplheld mutual fund;

(F) any acquisition by the Employee or a group withia meaning of Section 14(d)
the Exchange Act that includes the Employee; or

G) any Business Combination which would not othervaigestitute a Change in Cont
because of the application of clauses (A), (B) @dof Paragraph 12(c)(iii).

(i) A change in the composition of the Board of Direstof the Company whereby individu
who constitute the Board of Directors of the Compans of the Effective Date of this Agreement (pduns
individual who shall become a director subsequersiuch date whose election or nomination for edech
the shareholders was approved by a vote of at [Ea%t of the directors then comprising the Boar
Directors) (hereinafter “Incumbent Boardt¢ase for any reason to constitute at least a itya@irthe Boart



of Directors. Notwithstanding the foregoing, nalividual who shall become a director
the Board of Directors subsequent to the Effeciiate whose initial assumption of office occurs assul
of an actual or threatened election contest (witthe meaning of Rule 14Ht of the Regulatior
promulgated under the Exchange Act) with respethé¢oelection or removal of directors or other atm
threatened solicitation of proxies or consents bym behalf of an individual, entity or group withthe
meaning of Section 13(d)(3) or 14(d)(2) of the Exwtpe Act other than the Board of Directors shalk

member of the Incumbent Board.

(i) consummation of a Business Combination, unless, ediately following such Busine

Combination, all of the following three conditioase met:

(A) all or substantially all of the individuals and i#&es who held Beneficial Ownersh
respectively, of the Voting Securities of the Compaimmediately prior to such Busin
Combination beneficially own, directly or indiregtl65% or more of the combined voting powe
the Voting Securities of the corporation surviviog resulting from such Business Combinat
(including, without limitation, a corporation whichs a result of such transaction holds Bene
Ownership of all or substantially all of the Votilggcurities of the Company or all or substant
all of the Company’s assets) (such surviving oultesy corporation to be referred to aSurviving
Company”),in substantially the same proportions as their osimp, immediately prior to su

Business Combination, of the Voting Securitieshef Company;

(B)  no individual, entity or group within the meaninfySection 13(d)(3) or 14(d)(2)
the Exchange Act (excluding any corporation resglfrom such Business Combination, the Tu
Family Interests, any qualified pension plan, aliglip held mutual fund, the Employee, a gn
within the meaning of Section 14(d) of the ExchaAgethat includes the Employee, or an emplc
benefit plan (or related trust) of the Company arv&ving Company) holds Beneficial Ownerst
directly or indirectly, of 35% or more of the combd voting power of the then outstanding Vo
Securities of Surviving Company except to the exteat such ownership existed immediately

to the Business Combination; and

(©) at least a majority of the members of the boardi@ctors of the Surviving Compa
were members of the Incumbent Board at the earfitne date of execution of the initial agreem

or of the action of the Board of Directors of then@pany, providing for such Business Combinat

(iv)  For purposes of subparagraphs (i)ii) @bove, the terms below shall have the follog

meanings:

(A) “ Business Combinatioh shall mean a reorganization, merger or consolidatiathe

Company or sale or other disposition of all or sabsally all of the assets of the Company.

(B) “ Consummatiori shall mean the completion of the final act necgssacomplete

transaction as a matter of law, including, but haotited to, any required approvals by

corporations shareholders and board of directors, the transfelegal and beneficial title



securities or assets and the final approval of tlaasaction by any applical
domestic or foreign governments or governmentaheigs.

©) “ Control ” shall mean, in the case of a corporation, Benéfoianership of mor
than 50% of the combined voting power of the coation’s Voting Securities, or in the case of

other entity, Beneficial Ownership of more than 56f6uch entity’s voting equity interests.

() “ Voting Securities” shall mean the outstanding voting securities ofoengany

entitling the holder thereof to vote generallylie election of such company’s directors.

13. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 heEsuployet

and the Company covenant and agree that theyrsttadingage in any commuaitions which shall disparage one anoth

interfere with their existing or prospective busiseelationships.

14. Confidentiality and Legal Process. Employee represents and agrees that he/she vél kiee term:

amount and fact of this Agreement confidential &mat he/she will not hereafter disclose any infaroraconcerning th
Agreement to any one other than his/her personahtag Notwithstanding the foregoing, nothing imstAgreement |
intended to prohibit Employee from performing amytydor obligation that shall arise as a mattera.l Specifically
Employee shall continue to be under a duty to fulithrespond to any legal and valid subpoena bepotegal process. Ti
Agreement is not intended in any way to proscringpyees right and ability to provide information to argdkral, stat

or local government in the lawful exercise of sgovernment’'s governmental functions.

15.  Business Protection Provision Definition:.

a. Preamble. As a material inducement to the Company to eimé&r this Agreement, and
recognition of the valuable experience, knowledgd aroprietary information Employee will gain frohms/he
employment with the Company, Employee warrants agites he/she will abide by and adhere to the ést

protection provisions in Paragraphs 15, 16, 17ari@ 19 herein.

b. Definitions. For purposes of Paragraphs 15, 16, 17, 18, d®8rherein, the following terms st

have the following meanings:

0) “Competitive Position” shall mean any employment, consulting, advisoryedorshig
agency, promotional or independent contractor geearent between the Employee and (x) any pers
Entity engaged wholly or in material part in thesimess in which the Company is engaged, includirtghbr
limited to such other similar businesses as WaltMaamily Dollar Stores, Fred, the 99 Cents Stores
Dollar Tree Stores, or (y) any person or Entityntlagtempting or planning to enter the businesshitiwvthe
Company is engaged (i.e., the deep discount cornslentesics retail business) whereby the Employ
required to or does perform services on behalf rofoo the benefit of such person or Entity whicle
substantially similar to the services Employee ipgrated in or directed at any time while employmdthe

Company or any of its affiliates.

(i) “Confidential Information” shall mean the proprietary or confidential dateprimation
documents or materials (whether oral, written, tetesc or otherwise) belonging to or pertaining the

Company, other than “Trade Secreta’ (defined below), which is of tangible or intangivalue to th



Company and the details of which are not generkilpwn to the competitors of t
Company. Confidential Information shall also irguany items marked “CONFIDENTIALbr som«

similar designation or which are otherwise idegtifias being confidential.

(i) “Entity” or “Entities” shall mean any business, individual, partnerskiipt jventure, agenc
governmental agency, body or subdivision, assaciafirm, corporation, limited liability company othe!
entity of any kind.

(iv) “Restricted Period” shall mean two (2) years follogvthe Employee’s termination date.

V) “Territory” shall include those states in which tBempany maintains stores at Emplogee’

termination date.

(Vi) “Trade Secretsshall mean information or data of or about the Canyp including, but ne
limited to, technical or notechnical data, formulas, patterns, compilationegmms, devices, metho
techniques, drawings, processes, financial datanéial plans, product plans or lists of actuapotentia
customers or suppliers that: (A) derives econoralae, actual or potential, from not being gengriiiowr
to, and not being readily ascertainable by propeams by, other persons who can obtain economie
from its disclosure or use; (B) is the subjectfbdres that are reasonable under the circumstatcesintai

its secrecy; and (C) any other information whicdesined as a “trade secret” under applicable law.

(Vi) “Work Product’ shall mean all tangible work produgtoperty, data, documentation, “know-
how,” concepts or plans, inventions, improvements, teghes and processes relating to the Compan
were conceived, discovered, created, written, eslisr developed by Employee during the term ofhlei

employment with the Company.

16. Nondisclosure: Ownership of Proprietary Property.

a. In recognition of the need of the Company to prbisdegitimate business interests during the 1
of this Agreement and thereafter, Confidential infation and Trade Secrets, Employee hereby coveram
agrees that Employee shall regard and treat Tradees and all Confidential Information as striatiynfidentia
and whollyowned by the Company and shall not, for any reaspoany fashion, either directly or indirectly,
sell, lend, lease, distribute, license, give, tfansassign, show, disclose, disseminate, reprqdwopy
misappropriate or otherwise communicate any swezh r information to any third party or Entity fany purpos
other than in accordance with this Agreement omrexpiired by applicable law: (i) with regard to kaiterr
constituting a Trade Secret, at all times suchrm&tion remains a “trade secreifider applicable law, and (ii) w

regard to any Confidential Information, for the Riesed Period.

b. Employee shall exercise best efforts to ensurectimtinued confidentiality of all Trade Secrets
Confidential Information, and he/she shall immeelyanotify the Company of any unauthorized disclesor use ¢
any Trade Secrets or Confidential Information ofickhEmployee becomes aware. Employee shall ats
Company, to the extent necessary, in the protectiar procurement of any intellectual propertyteation or othe
rights in any of the Trade Secrets or Confidertitdrmation.

C. All Work Product shall be owned exclusively by tBempany. To the greatest extent possible



Work Product shall be deemed to be “work made fce”"has defined in the Copyright Act,
U.S.C.A. 8§ 101 et seq., as amended), and Emplogesb unconditionally and irrevocably transfers asdigns t
the Company all right, title and interest Employeerently has or may have by operation of law dreotise in o
to any Work Product, including, without limitatioall patents, copyrights, trademarks (and the gdbdssociate
therewith), trade secrets, service marks (and doelgill associated therewith) and other intelletfuraperty rights
Employee agrees to execute and deliver to the @agnpny transfers, assignments, documents or otsgument
which the Company may deem necessary or appropfiata time to time, to protect the rights grantedein or ti
vest complete title and ownership of any and allrkVBroduct, and all associated intellectual proparid othe

rights therein, exclusively in the Company.

17. Non-Interference with Employees. Employee covenants and agrees that during theri€edt Perio

he/she will not, either directly or indirectly, a® or in conjunction with any other person or Bnti{a) actively recrui
solicit, attempt to solicit, or induce any persohonis an exempt employee of the Company or anysddubsidiaries, or
an officer or exempt employee of any of the oth&s BEntities, to leave or cease such employment foyr @aso
whatsoever; or (b) hire or engage the servicesngfsuch person described in Paragraph 17(a) abowny busine:
substantially similar or competitive with that irhigh the Company was engaged during his/her empoym

18.  Non-Interference with Business Relationship:..

a. Employee acknowledges that in the course of empémgmhe/she will learn about Compasy’
business, services, materials, programs and predunct the manner in which they are developed, nedkservice
and provided. Employee knows and acknowledgesthigaCompany has invested considerable time anceynin
developing its programs, agreements, stores, vendepresentatives, services, products and magkétichnique
and that they are unique and original. Employeghér acknowledges that the Company must keep tsat
pertinent information divulged to Employee and Camgs business concepts, ideas, programs, plan:
processes, so as not to aid Compargompetitors. Accordingly, Company is entitledilte following protectior

which Employee agrees is reasonable:

b. Employee covenants and agrees that during the i&estrPeriod, he/she will not, on his/her ¢
behalf or on behalf of any person or Entity, seliciirect, appropriate, call upon, or initiate commitation o
contact with any person or entity or any repredargaof any person or entity, with whom Employeel lemntac

during his/her employment, in such a way as tariate with Company’s business relationships.

19.  Agreement Not to Work in Competitive Position.

a. Employee covenants and agrees not to obtain or moakCompetitive Position within the Territc
for the Restricted Period.

b. Employee and Company expressly covenant and abedethie scope, territorial, time and of
restrictions contained in this entire Agreementstibate the most reasonable and equitable restnistpossible 1
protect the business interest of the Company git¢nhe business of the Company; (ii) the compatiinature c
the Company’s industry; and (iii) that Employeeskills are such that he/she could easily fincerattive

commensurate employment or consulting work in leisfield which would not violate any of the prowss of thi



Agreement. The Employee further acknowledges tihatcompensation and benefits describe
Paragraphs 5, 11 and 12 are also in considerafibwsfher covenants and agreements contained iagPgphs 1
through 19 hereof.

20. Return of Materials . Upon the Employee&’ termination, or at any point after that time, mpbe specifi

request of the Company, Employee shall return @o/Gbmpany all written or descriptive materials oy &ind belonging ¢
relating to the Company or its affiliates, incluglirwithout limitation, any originals, copies andst@hcts containing al

Work Product, intellectual property, Confidentiafdrmation and Trade Secrets in Employee’s possessi control.

21.  General Provisions.

a. Amendment This Agreement may be amended or modified ogly lvriting signed by both of tl
parties hereto.

b. Binding Agreement This Agreement shall inure to the benefit of &edbinding upon Employe

his/her heirs and personal representatives, an@angany and its successors and assigns.

C. Waiver Of Breach; Specific Performance The waiver of a breach of any provision of

Agreement shall not operate or be construed asiaewaf any other breach. Each of the partiehis Agreemer
will be entitled to enforce its or his/her rightsder this Agreement, specifically, to recover daesagy reason
any breach of any provision of this Agreement am@éxercise all other rights existing in its or h&y/ favor. The
parties hereto agree and acknowledge that monewygsnmay not be an adequate remedy for any brdaitie
provisions of this Agreement and that any party nmaits or his/her sole discretion apply to any aef law ol
equity of competent jurisdiction for specific parftance or injunctive relief in order to enforce mevent an

violations of the provisions of this Agreement.

d. Unsecured General CreditorThe Company shall neither reserve nor djpadly set aside funds f
the payment of its obligations under this Agreemantl such obligations shall be paid solely fromdleneral asse
of the Company.

e. No Effect On Other Arrangementslt is expressly understood and agreed that 8yengnts made

accordance with this Agreement are in additionrtg ather benefits or compensation to which Employesg bt
entitled or for which he/she may be eligible, wiegtfunded or unfunded, by reason of his/her emptymwith the
Company.

f. Tax Withholding. There shall be deducted from each payment uhieAgreement the amount

any tax required by any govenental authority to be withheld and paid over by @ompany to such governme!

authority for the account of Employee.
g. Notices.

(i) All notices and all other communications provideat herein shall be in writing a
delivered personally to the other designated pamtymailed by certified or registered mail, retuateip

requested, or delivered by a recognized nationatroght courier service, or sent by facsimile, @kivs:

If to Company to: Dollar General Corporation
Attn: General Counsel



1 Mission Ridge
Goodlettsville, TN 37072-2171
Facsimile: (615)855-5180

If to Employee to: Tom Hartshorn
9428 Ashford Place
Brentwood, TN 37027

(i) Al notices sent under this Agreement shall be dmmiven twentyfour (24) hours afte
sent by facsimile or courier, severitye (72) hours after sent by certified or registeraail and whe

delivered if personal delivery.

(i) Either party hereto may change the address to wintice is to be sent hereunder by wri
notice to the other party in accordance with th@vjgsions of this Paragraph.

h. Governing Law. This Agreement shall be governed by and condtmi@ccordance with the laws

the State of Tennessee (without giving effect tofloct of laws).

. Entire Agreement This Agreement contains the full and completelaratanding of the parti

hereto with respect to the subject matter contaime@din and this Agreement supersedes and repéaoegriol
agreement, either oral or written, which Employesyrhave with Company that relates generally tostimae subje

matter.

J- Assignment. This Agreement may not be assigned by Emploged, any attempted assignrr
shall be null and void and of no force or effect.

k. Severability . If any one or more of the terms, provisions, emants or restrictions of tl
Agreement shall be determined by a court of commgteisdiction to be invalid, void or unenforceabthen th
remainder of the terms, provisions, covenants asttictions of this Agreement shall remain in folice and effec

and to that end the provisions hereof shall be @éeesaverable.

l Paragraph HeadingsThe paragraph headings set forth herein aredovenience of reference o

and shall not affect the meaning or interpretatibthis Agreement whatsoever.

m. Interpretation. Should a provision of this Agreement requireigial interpretation, it is agreed tl
the judicial body interpreting or construing therAgment shall not apply the assumption that thagdrereof she
be more strictly construed against one party bysaeaof the rule of construction that an instrumento be
construed more strictly against the party whicklfter through its agents prepared the agreemebging agree

that all parties and/or their agents have partteghén the preparation hereof.

n. Voluntary Agreement Employee and Company represent and agree tleht le@s reviewed ¢
aspects of this Agreement, has carefully read anlg finderstands all provisions of this Agreemeamd i
voluntarily entering into this Agreement. Eachtpaepresents and agrees that such party has bagpgiortunity t
review any and all aspects of this Agreement wébal, tax or other adviser(s) of such patghoice befoi

executing this Agreement.

IN WITNESS WHEREOF, the parties hereto have exaehute caused their duly authorized representatd



execute, this Agreement effective m@ﬂay of March, 2004.

‘COMPANY”
DOLLAR GENERAL CORPORATION

By: /s/ David A. Perdue

Its:

‘EMPLOYEE"

By: /s/ Tommy J. Hartshorn
Tommy J. Hartshorn

Witnessed By:

By: /s/ Jeff Rice

Addendum to Employment
Agreement with

RELEASE AGREEMENT

THIS RELEASE (“Release”) is made and entered infjoand between (“Employesai)
DOLLAR GENERAL CORPORATION , and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that @reps employment with Dollar General Corporai
shall terminate on X

WHEREAS, Employee and the Company have previousitered into that certain Employment Agreemr

effective (“Agreement”), that Release is incorporated therein by reference;

WHEREAS, Employee and Company desire to delindae tespective rights, duties and obligationsretsat t
such termination and desire to reach an accordsatisfaction of all claims arising from Employse&@mployment, and f

termination of employment, with appropriate release accordance with the Agreement;

WHEREAS, the Company desires to compensate Employaecordance with the Agreement for service heelsh

provided or will provide for the Company;

NOW, THEREFORE, in consideration of the premised dre agreements of the parties set forth in trakeése
and other good and valuable consideration the pee@id sufficiency of which are hereby acknowleddbd parties heref

intending to be legally bound, hereby covenantagee as follows:

1. Claims Released Under This Agreemer.

In exchange for receiving the benefits describe@anagraph 11 or 12 of the Agreement, | herebyntahily anc



irrevocably waive, release, dismiss with prejudiaed withdraw all claims, complaints, suits or dea®mof an
kind whatsoever (whether known or unknown) whi@vér had, may have, or now have against Companytued currer
or former subsidiaries or affiliates of the Compamgd their past, present and future officers, dims¢ employees, ager
insurers and attorneys (collectively, the “Relea¥garising from or relating to (directly or indirecflyny employment ¢
the termination of my employment or other eventsuoed as of the date of execution of this Agreeimeacluding but nc
limited to:

a. claims for violations of Title VII of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, thel®ights Act of 1991, the Americans With Disab#és Act.
the Equal Pay Act, the Family and Medical Leave, A& U.S.C. § 1981, the Sarbanes Oxley Act of 2@bé
National Labor Relations Act, the Labor ManagemBelations Act, Executive Order 11246, Executive &€
11141, the Rehabilitation Act of 1973, or the Enygle Retirement Income Security Act;

b. claims for violations of any other federal or ststatute or regulation or local ordinance;

C. claims for lost or unpaid wages, compensation, emeffits, defamation, intentional or neglig
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rgri retention ¢
supervision, fraud, misrepresentation, conversiortjous interference, breach of contract, or bneat fiduciary
duty;

d. claims to benefits under any bonus, severance, faaek reduction, early retirement, outplacernr
or any other similar type plan sponsored by the gamy (except for benefits specifically provided torder th
Benefits Plans as specified in Section 2, below); o

e. any other claims under state law arising in tort@mtract.

2. Claims Not Released Under This Agreemer.

In signing this Agreement, | am not releasing alaynes that may arise under the terms of this Agreenor whicl
may arise out of events occurring after the da&eelcute this Agreement.

I am also not releasing claims to benefits thanlaready entitled to receive under the Benefiem®l However,
understand and acknowledge that nothing hereinténded to or shall be construed to require the f@my to institute ¢
continue in effect any particular plan or benefiossored by the Company and the Company herebyvesséhe right t
amend or terminate any of its benefit programsgttane in accordance with the procedures set farguch plans.

Nothing in this Agreement shall prohibit me fromgaging in protected activities under applicable lamfromr
communicating, either voluntarily or otherwise, winy governmental agency concerning any poteuttdhtion of the

law.

3. No Assignment of Claim. Employee represents that he/she has not assigrtesheferred, or purported

assign or transfer, any claims or any portion thieoe interest therein to any party prior to theedaf this Release.

4. Compensation. In accordance with the Agreement, the Companyesgte pay the Employee, or if he/
becomes eligible for payments under Paragraph 1P dyut dies before receipt thereof, his/her spaudas/her estate,
the case may be, the amount provided in Paragragh 12 of the Agreement.



S. Publicity; No Disparaging Statement. Except as otherwise provided in Paragraph 14 efAgreemen

Employee and the Company covenant and agree #aastiall not engage in any commeations which shall disparage «

another or interfere with their existing or prosjpee business relationships.

6. No Admission Of Liability . This Release shall not in any way be construedragdmission by tt

Company or Employee of any improper actions oriliigovhatsoever as to one another, and each dpalijf disclaims an
liability to or improper actions against the otlugrany other person, on the part of itself or hilidlserself, its or his/he

employees or agents.

7. Voluntary Execution . Employee warrants, represents and agrees thabtehd&@s been encouragec

writing to seek advice from anyone of his/her chiogsegarding this Release, including his/her aggrand accountant
tax advisor prior to his/her signing it; that ttiRelease represents written notice to do so; thishkehas been given -
opportunity and sufficient time to seek such advimed that he/she fully understands the meaningcamdents of thi
Release. Helshe further represents and warranthétishe was not coerced, threatened or otherwised to sign th
Release, and that his/her signature appearingrfagtei is voluntary and genuine. EMPLOYEE UNDER®NI2AS THAT
HE/SHE MAY TAKE UP TO TWENTYONE (21) DAYS TO CONSIDER WHETHER OR NOT HE/SHE DRE&S TC
ENTER INTO THIS RELEASE.

8. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE/SHE MAY REVOKE
THIS RELEASE BY NOTIFYING THE COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN
(7) DAYS OF HIS/HER EXECUTION OF THIS RELEASE AND T HAT THIS RELEASE IS NOT EFFECTIVE
UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD. HE/SHE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS RELEAS E WILL BE BINDING UPON HIM/HER AND
HIS/HER HEIRS, ADMINISTRATORS, REPRESENTATIVES, EXE CUTORS, SUCCESSORS AND ASSIGN
AND WILL BE IRREVOCABLE.

Acknowledged and Agreed To:
“COMPANY”

DOLLAR GENERAL CORPORATION

By:

Its:

| UNDERSTAND THAT BY SIGNING THIS RELEASE, | AM GIV ING UP RIGHTS | MAY HAVE. |

UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS RELEASE.

‘EMPLOYEE”

Date




WITNESSED BY:

Date




SEPARATION AND
RELEASE AGREEMENT

THIS SEPARATION AND RELEASE AGREEMENT(“Agreementis made and entered into by and betv
James J. Hagan(“Employee”) andDOLLAR GENERAL CORPORATION , and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that &mpk employment with Dollar General Corporai
shall terminate on the Termination Date (as defineldw);

WHEREAS, Employee and Company desire to delindae tespective rights, duties and obligationsratsat t
such termination and desire to reach an accordsatisfaction of all claims arising from Employse&mployment, and f

termination of employment, with appropriate release accordance with the Agreement;

WHEREAS, the Company desires to compensate Empléayeservice he has provided or will provide foe

Company;

NOW, THEREFORE, in consideration of the premised tiie agreements of the parties set forth in tljgeAmen
and other good and valuable consideration the pee@id sufficiency of which are hereby acknowleddkd parties heref
intending to be legally bound, hereby covenantagree as follows:

1. Termination Date and Obligations until Termination Date

Employee agrees that his employment with the Compaiti terminate on a date as determined by Company
Chief Executive Officer, in his reasonable disaefibut no later than June 15, 2004 (the “TermamatDate”). This
Agreement supersedes all prior understandings greements relating to employment of Employee. Espective righ
and obligations of the parties shall be governedkdfeer by the terms of this Agreement. Until therfination Date
Employee shall continue to perform in good faitk tluties as the CompamsyExecutive Vice President and Chief Finar
Officer, including duties reasonably assigned tm hin that role by the Compars/Chief Executive Officer. Until t
Termination Date, Employee shall continue to reediis base salary and all other benefits to whekstturrently entitled.

2. Claims Released Under This Agreemer.

In exchange for receiving the payments describeRbiragraph 1 and 5 herein and for other consideraEmploye
hereby voluntarily and irrevocably waives, releasksmisses with prejudice, and withdraws all climomplaints, suits
demands of any kind whatsoever (whether known &nawn) which he ever had, may have, or now hasnag&ompan
and other current or former subsidiaries or ati#isaof the Company and their past, present andefutficers, director:
employees, agents, insurers and attorneys (colidgtithe “Releasees”grising from or relating to (directly or indirec}
his employment or the termination of his employmenbther events that have occurred as of the afagégecution of thi

Agreement, including but not limited to:

a. claims for violations of Title VII of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, thel®ights Act of 1991, the Americans With Disab#és Act.
the Equal Pay Act, the Family and Medical Leave, A& U.S.C. § 1981, the National Labor Relationg, Alce
Labor Management Relations Act, Executive OrderdBlZExecutive Order 11141, the Rehabilitation Aci®73



or the Employee Retirement Income Security Act;
b. claims for violations of any other federal or stst@tute or regulation or local ordinance;

C. claims for lost or unpaid wages, compensation, emeffits, defamation, intentional or neglig
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rigri retention ¢
supervision, fraud, misrepresentation, conversiortjous interference, breach of contract, or bneat fiduciary

duty;

d. claims to benefits under any bonus, severance, faad reduction, early retirement, outplacen
or any other similar type plan sponsored by the gamy (except for benefits specifically providedéwerder or t
which he is otherwise entitled, e.g., payment utiderCompany’s 2003 bonus plan for officers); or

e. any other claims under state law arising in tort@mtract.

Notwithstanding the foregoing, nothing herein iemded to nor shall it be deemed to end Commauagtertaking 1
pay any legal fees incurred by Employee in conpnactvith the SEC investigation into the Companyéstatement of |

financial statements for fiscal years 1998 and 1889 for certain unaudited financial statementdigmal year 2000.

3. Claims Not Released Under This Agreemer.

In signing this Agreement, Employee is not relegsiny claims that may arise under the terms ofAlgieement ¢

which may arise out of events occurring after tatedf this Agreement.

Employee is also not releasing claims to beneligd he is already entitled to receive under anthefCompanys
benefits plans currently in place. However, Emplyinderstands and acknowledges that nothing hisr@itended to «
shall be construed to require the Company to ustior continue in effect any particular plan onéig sponsored by tl
Company and the Company hereby reserves the mghtend or terminate any of its benefit programarat time i

accordance with the procedures set forth in suahspl

Nothing in this Agreement shall prohibit Employeerh engaging in protected activities under appliedaw ol
from communicating, either voluntarily or otherwiseith any governmental agency concerning any f@tewniolation of

the law.

4. No Assignment of Claim. Employee represents that he has not assignedmsférred, or purported

assign or transfer, any claims or any portion tbeoe interest therein to any party prior to theedaf this Agreement.

S. Compensation. In exchange for the release of claims set fortieinethe agreement in Paragraph 6 be

and other valuable consideration, the Company agreeontinue Employeg’base salary (as of the Termination Date)
period of 24 months from the Termination Date, k@spropriate deductions of federal and state wittihg and other taxe
If employee dies before full receipt of such payméris spouse or his estate, as determined byettmast of his will o
through the probate of his estate, shall be pagdatmount (or remainder of the amount) providedhis Paragraph

Payments made under this Paragraph 5 shall naedmed the continuation of Employee’s employmenafor purpose.

6. Non-Interference and Agreement not to Work for a Compeitor

In exchange for the payment referenced in Paragbagihove and for other consideration, Employee cants an



agrees not to obtain work in a Competitive Posi{@sdefined below) for 24 months after the TermamaDate. Fc
purposes of this Agreement, “Competitive Positishall mean any employment, consulting, advisomgaorship, agenc
promotional or independent contractor arrangemetwéen the Employee and (i) any person or entiggagad wholly or i
material part in the business in which the Compamngaged, including but not limited to such otsiemilar businesses
Wal-Mart, Family Dollar Stores, Fresl’' the 99 Cents Stores and Dollar Tree Storesipifly person or entity thi
attempting or planning to enter the business inctvithe Company is engaged (i.e., the deep discoumgumable basi
retail business) whereby the Employee is requioedrtdoes perform services on behalf of or fortibaefit of such persi
or entity which are substantially similar to thewsees Employee participated in or directed at ame while employed k

the Company or any of its affiliates.

Employee also covenants and agrees that, for 24hsaifter the Termination Date, he will not dirgadl indirectly
alone or in conjunction with any other person aitgnactively recruit, solicit, attempt to solicibr induce any person w
is an exempt employee of the Company or any ofkiilssidiaries to leave or cease such employmenarigr reaso

whatsoever or to hire or engage the services ofkank person in any Competitive Position.

7. Return of Materials

Upon the Employes&’ Termination Date, Employee shall return to thenany all written or descriptive materi
of any kind or any equipment or other property bhgiag to the Company or its affiliates, includingtivout limitation an
originals, copies and abstracts of documents aoin@i proprietary information, intellectual propertgonfidentia
information, or trade secrets or any electroniotbier equipment in Employeepossession or control. Employee shall n

arrangements either to purchase or return his Coynpar within one week of his Termination Date.

8. Publicity; No Disparaging Statement. Employee and the Company covenant and agreehténatshall nc
engage in any commusations which shall disparage one another or iaterfvith their existing or prospective busir
relationships. However, nothing contained hereiattempted to nor shall it be deemed to restrigt @mmunication ¢

disclosure required by law.

9. No Admission Of Liability . This Agreement shall not in any way be construgdm admission by t

Company or Employee of any improper actions oiiliighvhatsoever as to one another, and each dpalijf disclaims an
liability to or improper actions against the otloerany other person, on the part of itself or hiffipses or his employees
agents.

10.  Governing Law/Notice

This Agreement is executed in Tennessee and isrgeddy and shall be interpreted under the lawth®fState ¢

Tennessee. Any notices required hereunder shatl Wweiting and addressed as follows:

If to the Company: If to the Employee:
Dollar General Corporation James Hagan

C/O Susan Lanigan 1096 Wilmington Way
100 Mission Ridge Brentwood, TN 37027

Goodlettsville, TN 37072

11. voluntary Execution . Employee warrants, represents and agrees thashbeen encouraged in writing




seek advice from anyone of his choosing regardimgyAgreement, including his attorney and accounte
tax advisor prior to his signing it; that this Agreent represents written notice to do so; that & lheen given tl
opportunity and sufficient time to seek such adyviaad that he fully understands the meaning andecds of thi:
Agreement. He further represents and warrants hieatvas not coerced, threatened or otherwise fotoedign thi
Agreement, and that his signature appearing hdtemia voluntary and genuine. EMPLOYEE UNDERSTASDOHAT
HE MAY TAKE UP TO TWENTY-ONE (21) DAYS TO CONSIDER WHETHER OR NOT HE DESIRH® ENTEF
INTO THIS AGREEMENT.

12. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE MAY REVOKE THIS
AGREEMENT BY NOTIFYING THE COMPANY IN WRITING OF SU CH REVOCATION WITHIN SEVEN (7)
DAYS OF HIS EXECUTION OF THIS AGREEMENT AND THAT TH IS AGREEMENT IS NOT EFFECTIVE
UNTIL THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD. HE UNDERSTANDS THAT UPON THE
EXPIRATION OF SUCH SEVEN (7) DAY PERIOD THIS AGREEM ENT WILL BE BINDING UPON HIM AND
HIS HEIRS, ADMINISTRATORS, REPRESENTATIVES, EXECUTO RS, SUCCESSORS AND ASSIGNS AN
WILL BE IRREVOCABLE.

Acknowledged and Agreed To:
“COMPANY”

DOLLAR GENERAL CORPORATION
By: /s/ David Perdue

David Perdue
Its: Chief Executive Officer

| UNDERSTAND THAT BY SIGNING THIS AGREEMENT, | AM G IVING UP RIGHTS | MAY HAVE. |
UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS AGREEMEN T.
‘EMPLOYEE”

/sl James J. Hagan
James J. Hagan

Date 3/15/04

WITNESSED BY:

/s/ Melanie Burke

Date 3/15/04



CERTIFICATIONS

I, David A. Perdue, certify that:

1. | have reviewed this quarterly report on Foi®aCL of Dollar General Corporation;

2. Based on my knowledge, this report does not cordgain untrue statement of a material fact or omistate
material fact necessary to make the statements,madight of the circumstances under which sucteshent
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly
present in all material respects the financial doa results of operations and cash flows of thgistrant as ¢
and for, the periods presented in this report;

4. The registrant’ other certifying officer(s) and | are responsifide establishing and maintaining disclos
controls and procedures (as defined in ExchangdrAi#s 13a-15(e) and 15d-15(e)) for the registaaudt have:

(a) Designed such disclosure controls and proesjur caused such disclosure controls and proes
to be designed under our supervision, to ensure rfaerial information relating to the registri
including its consolidated subsidiaries, is madevikm to us by others within those entities, particky
during the period in which this report is beinggaeed;

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntad
report our conclusions about the effectivenessefdisclosure controls and procedures, as of theot
the period covered by this report based on sucluatran; and

(d) Disclosed in this report any change in theigtegnt’s internal control over financial reporting t
occurred during the registrant’'s most recent fisgadrter (the registrarst’fourth fiscal quarter in the c:
of an annual report) that has materially affected,is reasonably likely to materially affect,
registrant’s internal control over financial repog; and

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of inte
control over financial reporting, to the registranauditors and the audit committee of registraribard c
directors (or persons performing the equivalentfioms):

Date: May 27 2004

(&) All significant deficiencies and material weakses in the design or operation of internal obotrel
financial reporting which are reasonably likely adversely affect the registrastability to recorc
process, summarize and report financial informatond

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

/s/ David A. Perdue

David A. Perdue
Chief Executive Officer

I, James J. Hagan, certify that:

1. | have reviewed this quarterly report on Form 1@f@ollar General Corporation;

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistade
material fact necessary to make the statements,nradight of the circumstances under which sudteshent
were made, not misleading with respect to the pesmvered by this report;

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly
present in all material respects the financial @l results of operations and cash flows of thgistrant as ¢
and for, the periods presented in this report;



4. The registrans’ other certifying officer(s) and | are responsiide establishing and maintaining disclos
controls and procedures (as defined in ExchangdrAif#s 13a-15(e) and 15d-15(e)) for the registaaudt have:

(a) Designed such disclosure controls and proesjur caused such disclosure controls and proes
to be designed under our supervision, to ensure riaerial information relating to the registri
including its consolidated subsidiaries, is madevim to us by others within those entities, particky
during the period in which this report is beinggaeed;

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntad
report our conclusions about the effectivenes$efdisclosure controls and procedures, as of tbeot
the period covered by this report based on sucluatran; and

(d) Disclosed in this report any change in theistegnt’s internal control over financial reporting t
occurred during the registrant’'s most recent fisgadrter (the registrarst’fourth fiscal quarter in the c:
of an annual report) that has materially affected,is reasonably likely to materially affect,
registrant’s internal control over financial repog; and

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of inte
control over financial reporting, to the registranauditors and the audit committee of registraribard c
directors (or persons performing the equivalentfioms):

Date: May 27 2004

(&) All significant deficiencies and material weakses in the design or operation of internal obotrel
financial reporting which are reasonably likely adversely affect the registrastability to recorc
process, summarize and report financial informatond

(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.

/sl James J. Hagan

James J. Hagan
Chief Financial Officer



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

Each of the undersigned hereby certifies that$dkhowledge the Quarterly Report on FormQ@er the fiscal quart:
ended April 30, 2004 of Dollar General Corporatithe “Company”)filed with the Securities and Exchat
Commission on the date hereof fully complies witle requirements of section 13(a) or 15(d) of theu8tes
Exchange Act of 1934 and that the information co@ in such report fairly presents, in all materespects, tr
financial condition and results of operations & @ompany.

/s/ David A. Perdue

Name: David A. Perdue
Title: Chief Executive Officer
Date:  May 27 2004

/sl James J. Hagan

Name: James J. Hagan
Title: Chief Financial Officer
Date:  May 27 2004



