EDGAR'pro

iy EDGAR Dnlire”

DOLLAR GENERAL CORP

FORM 8-K

(Current report filing)

Filed 03/28/08 for the Period Ending 03/27/08

Address 100 MISSION RIDGE
GOODLETTSVILLE, TN, 37072
Telephone 6158554000
CIK 0000029534
Symbol DG
SIC Code 5331 - Retail-Variety Stores
Industry  Discount Stores
Sector Consumer Cyclicals

Fiscal Year 02/02

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2019, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

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

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15 (d) of the Securitigsxchange Act of 1934

Date of Report (Date of earliest event reportecarét 27, 2008

Dollar General Corporation
(Exact name of registrant as specified in its @rart

Tennessee 001-11421 61-0502302

(State or other jurisdiction (Commission (I.LR.S. Employer
of incorporation) File Number) Identification No.)

100 Mission Ridge
Goodlettsville, Tennessee 37072

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area c¢giE5) 8554000

(Former name or former address, if changed sirstadgport)

Check the appropriate box below if the Form 8-aflis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions:

[ Written communications pursuant to Rule 425 uriderSecurities Act (17 CFR 230.425)
[ Soliciting material pursuant to Rule 14a-12 untierExchange Act (17 CFR 240.14a-12)
[ Pre-commencement communications pursuant to Rude2{b) under the Exchange Act (17 CFR 240.14d)2(b)

[0 Pre-commencement communications pursuant to Raded{c) under the Exchange Act (17 CFR 240.13er4(c)




ITEM 2.02 RESULTS OF OPERATIONS AND FINANCIAL C ONDITION.

On March 27, 2008, Dollar General Corporation issa@ews release regarding results of operatiodi$imancial condition for the
fourth quarter and fiscal year ended February 082The news release is attached hereto as E@8lzind incorporated by reference as if
fully set forth herein.

ITEM 7.01 REGULATION FD DISCLOSURE.

The information set forth in Item 2.02 above isamorated herein by reference. The news releasesats forth information regarding
operating priorities and initiatives, the Companfjgsal 2008 outlook, and other matters.

ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.
(®) Financial statements of besges acquired. N/A
(b) Pro forma financial informati N/A
(c) Shell company transactioNgA

(d) Exhibits. See Exhibit Indexmediately following the signature page hereto.




SIGNATURE

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

Date: March 27, 2008 DOLLAR GENERAL CORPORATION

By: /sl Susan S. Lanigan
Susan S. Lanigan
Executive Vice President and General Counsel
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Exhibit 99
Dollar General Corporation Reports Fourth Quarter and Fiscal Year 2007 Financial Results

New CEO Announces Operating Priorities for Dollar General Corporation

GOODLETTSVILLE, Tenn.--(BUSINESS WIRE)--Dollar Gera¢ Corporation today reported financial resultsife fourth quarter (13
weeks) and fiscal year ended February 1, 2008.thadilly, Rick Dreiling, the Company’s recently agipted Chief Executive Officer,
discussed the Company’s Operating Priorities, whiclude a series of initiatives meant to leverigeCompany'’s strong history but also to
effect positive change in order to deliver profieagrowth over the long-term.

Overview of 2007 Financial Results

“Dollar General has implemented several proactigitives over the past few years which are gagrtiaction and contributed to improving
financial results in fiscal 2007,” stated Mr. Died). “During the year we achieved solid annual satoee sales growth of 2.1 percent as well
as an improvement in our gross margin. Importamtiggugh a stronger infrastructure and the intréidancof process improvement initiatives,
the Company reduced inventory levels by 10 peroard total and per store basis and generated loaglirbm operating activities of over
$441 million, an 8.9 percent increase. Overall anepleased with the Company’s operating and fiilmhperformance in fiscal 2007 and
believe that Dollar General is well-positioned farsitive momentum moving forward.”

Full Year Results

Net sales in fiscal 2007 increased $325.4 millmm3.5 percent, to $9.50 billion compared to $®illfon in 2006. Sam-store sales in fiscal
2007, which included stores open for 13 full fiscainths and remained open at the end of the penodtased 2.1 percent and accounted for
$186 million of the total sales increase for tharye

Fiscal 2007 gross profit increased by $275.3 nrilbmd, as a percentage of sales, increased tp&it8nt from 25.8 percent in fiscal 2006.
The increase primarily reflects pressure on grosftpn fiscal 2006 due to accelerated inventorgrkdowns resulting from the Company’s
elimination of its packaway inventory model and thesure of underperforming stores under “Projelpha,” a strategic initiative designed to
improve merchandising and real estate practices.improvement in 2007 gross profit also reflectsnanease in purchase markups, resulting
primarily from a shift in product mix and higherndor rebates, as well as improved leverage onlision and transportation costs, partially
offset by inventory markdowns that were not parPafject Alpha, increased shrink and a LIFO chafgehe end of fiscal 2007, all of the
Company’s packaway inventory had been clearedeaddf season markdowns had been fully integraitedtihe business model.

Fiscal 2007 selling, general and administrativeesge (“‘SG&A”) increased $165.5 million from thegriear, and increased as a percentage
of sales to 24.1 percent in 2007 from 23.1 peroeB006. SG&A as a percentage of sales in fiscF20as essentially even with fiscal 2006
after excluding expenses in 2007 totaling $116 Mianj comprised of amortization of leasehold irgédnes capitalized in connection with the
revaluation, accrued administrative employee ingertompensation expense resulting from meetingirefinancial targets, an accrued loss
relating to the probable restructuring of certastribution center leases and Project Alpha-relaguknses, and excluding net expenses of
$29.7 million in 2006 comprised of Project Alphdated expenses and a discretionary administratiyl@yee bonus, net of insurance
proceeds received in relation to losses incurredtdiHurricane Katrina.

Interest income, which consists primarily of intgren short-term investments, increased $1.8 mili$8.8 million in fiscal 2007 resulting
from higher levels of cash and short-term investmien hand, primarily in the first half of the yeblrterest expense increased $228.3 million
to $263.2 million in fiscal 2007 due to interestlong-term obligations incurred to finance the negrgf the Company with KKR (the
“Merger.”)

The Company'’s results of operations in fiscal 20€fude fees and expenses related to the Mergethenetlated financing transactions
totaling $102.6 million, principally consisting ofvestment banking fees, management fees, legalaieé stock compensation expense.

The results of operations for the 2007 year alstude a net loss on debt retirement of $1.2 millimmsisting of $6.2 million of expenses
related to consent fees and other costs associdgited tender offer prior to the Merger for the Gmamy’s $200 million of 8 5/8% Notes, due
2010, of which approximately 99 percent were rdtis a result of the tender offer. This was payt@ffset by a gain of approximately $4.9
million resulting from the repurchase of $25.0 roiil of the Company 11.875%/12.625% Senior Subordinated Notes, dlig, 20 the fourtt
quarter.

In addition, during 2007 the Company incurred alogs$ of $2.4 million, including an unrealized lagsp4.1 million related to the change in
the fair value of interest rate swaps prior to geating such swaps as cash flow hedges, offseatnrgys of $1.7 million under the
contractual provisions of the swap agreements.

For the year ended February 1, 2008 net loss wa8 $dillion compared to net income of $137.9 millior the year ended February 2, 2007.
Adjusted EBITDA, as defined in the Company’s needit facilities, increased 5.8 percent to $683.Bioni in fiscal 2007 compared to
$646.2 million in fiscal 200¢€



Fourth Quarter Results

Sales in the fourth quarter of fiscal 2007 weré&&aillion compared to $2.55 billion in the foudbarter of fiscal 2006. Same store sales
increased 0.4 percent on top of a 5.8 percent stone sales increase in the fourth quarter of 2@@&ch included significant markdown sa
resulting from the Company’s Project Alpha effo@sme store sales in the month of December 2002akssd 1.4 percent followed by an
increase of 2.3 percent in January 2008. Same sabes increased 4.6 percent in February, thenfiosith of fiscal 2008.

Fourth quarter gross profit increased by $94.4ionland, as a percentage of sales, increased@m28cent from 25.3 percent in the same
period of the prior year. The increase primarilfjeets pressure on gross profit in the fourth qeraof 2006 due to Project Alpha inventory
clearance activities which have been successfoliypdeted. The increase also reflects higher puech@rkups, partially offset by increased
distribution and transportation costs, a LIFO clasgd inventory shrink.

SG&A expense for the fourth quarter of 2007 decda?9.0 million from the 2006 fourth quarter, amttictased as a percentage of sales to
21.6 percent in the 2007 quarter from 22.0 periretite 2006 quarter. After excluding expenses id72taling $24.0 million, comprised of
amortization of leasehold intangibles and accrudiaistrative employee incentive compensation, exxduding expenses of $34.0 million
2006 comprised of Project Alpha-related expensdsaagiscretionary administrative employee bonust.&@ the 2007 fourth quarter was
essentially even with the 2006 fourth quarter.

Interest income for the quarter decreased by ajipaiely $0.8 million from the prior year, and irgst expense increased by $96.5 million,
resulting from interest on long-term obligationsurred to finance the Merger.

Net income in the fourth quarter was $55.4 millammpared to $50.1 million in the fourth quartefis€al 2006. Adjusted EBITDA, ¢
defined in the Company’s new credit facilities,rieased $0.8 million to $253.3 million from $252.8lion in the fourth quarter of fiscal
2006.

Merchandise | nventories

As of February 1, 2008, total merchandise invea®rat cost, were $1.29 billion compared to $1il®t as of February 2, 2007, a decrease
of $0.14 billion, or approximately 10 percent iniaicand on an average psiere basis. The decrease in inventories was phntaiven by the
Company’s elimination of packaway inventories amgiioved merchandise allocation practices.

Long-Term Obligations

As of February 1, 2008, outstanding long-term ddilimns, including the current portion, were $4.88dm, including $2.3 billion outstanding
under a senior secured term loan facility and $8.@dllion outstanding under an asset-based revdaality. As of March 27, 2008, the
Company has no outstanding borrowings under istdsssed revolver facility, with excess availabibf $853 million. The ratio of longerm
obligations to Adjusted EBITDA decreased to 6.3e#nfrom 7.1 times since the closing of the Mergamndaction in July.

Cash Flow

For the full fiscal year, the Company generatedl$a4illion of cash from operating activities vesst405.4 million in fiscal 2006. Excludil
interest payments in both years, cash flow fronraftigg activities increased to $679.5 million in0Z0from $429.5 million in 2006 due
primarily to improved inventory and payables mamaget.

Total capital expenditures in fiscal 2007, inclglaamounts in accounts payable, were $142.1 mifbomemodels and relocations of existing
stores and new stores as well as supply chainrdadnation technology investments. In addition, @@mpany repurchased a promissory
note for $37 million relating to the lease on itgifore distribution center.

Operating Priorities for Dollar General

The Company’s new Chief Executive Officer, Rick [ing, today discussed Dollar General’s Operatingfties, including a series of
initiatives intended to leverage the Company’srairbistory but also to effect positive change thidithelp deliver sustainable and profitable
growth over the long-term.

Mr. Dreiling stated, “Dollar General is a leadeiitsmchannel and has consistently delivered saore shles growth throughout changing and
diverse economic times. That said, there are avihs the business that require attention. Oumtéws identified specific actions that are
needed to accelerate improvement in performancédalpdus achieve our vision for the Dollar Genefahe future. Our intention is to build
on the Company’s recent successes while also mting greater operating discipline and a more egiatapproach to growth. Specifically,
we have established a plan based on four basicritictl operating priorities that will drive alf @ur actions going forward.”

1. Drive productive sales growth.The Company will focus on maximizing sales produittiin its existing stores and generating
improved same store sales growth. Specifically,agament will work to increase shopper frequencpaexl basket size, and
maximize square foot productivit



2. Increase gross marginsManagement will work aggressively to increase nregind overall profitability by reducing shrinkfinéng
the Company’s pricing strategy, continuing to giwllar General’s private label offering, and ovarliag its sourcing efforts.

3. Leverage process improvements and information teclotogy to reduce costsThe Company will identify and work to remove
expenses that are not critical to operations, takilvantage of opportunities to reduce expenstidistribution and transportation
network as well as at the store and corporatedevel

4. Strengthen and expand Dollar General’s culture of $erving others.” Dollar General will work to offer a consistent exipace
across our store base, elevating customer sendndards and defining a brand proposition thatmatss with our customers and
drives customer loyalty. In addition, managemeiriitaso focus on making Dollar General an emplayechoice and a contributing
member of each of the communities in which the Camypoperates.

Company Outlook

In 2008, the Company plans to open approximatefyr#@wv Dollar General stores and to relocate or dehapproximately 400 stores. Dollar
General expects capital expenditures of approxim&@00 million to $220 million, primarily relatet the opening of new stores as well as
the remodel and relocation of existing stores ahdrospecial initiatives. Further, based on thevalmutlined operating priorities, the
Company is committed to productive sales growtipe@se management, and gross margin expansion & 200

“As we enter fiscal 2008, we are cautiously optirniabout the prospects for Dollar General,” codeld Mr. Dreiling. We recognize that th
is a challenging time for retailers and we are alsare that as we roll out our operating plan wg orecover other business challenges that
need to be addressed. Nevertheless, our teamyiexeited about the current year and beyond. We laaesilient and proven business mc
a focused management team, and a detailed ligievhing priorities. We are confident that we hthesright plan in place and expect that
efforts will enhance Dollar General's position dgading national discount retailer and generatitipe long-term benefits for the Company
and its stakeholders.”

Summary of Change in Ownership

On July 6, 2007 Dollar General completed a mengevhich its former shareholders received $22.0€aish for each share of the Company’s
common stock held, or approximately $6.9 billiortatal. As a result of the Merger, Dollar Genesadisubsidiary of Buck Holdings, L.P., a
Delaware limited partnership controlled by investinfeinds affiliated with Kohlberg Kravis Roberts@o., L.P. (“*KKR”).

The change in ownership resulted in the applicatiopurchase accounting which requires that varlmlance sheet accounts be adjusted to
fair value as of the transaction date. The discmssf 2007 financial results in this press reldadmsed on the combined results of the
“Predecessor” Company from February 3, 2007 thralug 6, 2007, and the “Successor” Company frorg JuR007 through February 1,
2008, but the breakdown can be viewed in the taditeshed to this press release. The combinatitimese periods is not in accordance with
generally accepted accounting principles (“GAARi}iahould not be considered a substitute for GAARddition, these combined results
should not be used as an indicator of future peréorce.

Conference Call Information

The Company will hold a conference call on Fridgigrch 28, 2008 at 8:30 a.m. CDT/9:30 a.m. EDT, éabdty Rick Dreiling, Chief
Executive Officer, and David Tehle, Chief Finandcificer. If you wish to participate, please c&bg) 710-0179 at least 10 minutes before
the conference call is scheduled to begin. The pads for the conference call is “Dollar Generahie call will also be broadcast live online
at www.dollargeneral.com under “Investing, Confeealls and Investor Events.” A replay of the evafce call will be available through
Friday, April 11, 2008 and will be accessible oalior by calling (334) 323-7226. The pass codelferreplay is 19269282.

About Dollar General Corporation

Dollar General is the largest discount retaileth@ United States by number of stores with mora 8,200 neighborhood stores located in 35
states. Dollar General helps shoppers Save Time Baney. Every Day.® by offering national brandiuins that are frequently used and
replenished such as food, snacks, health and baalsycleaning supplies, basic apparel, housesnard seasonal items at everyday low
prices in convenient neighborhood stores. Dollangsal is among the largest retailers of top-quadiyducts made by America’s most trusted
manufacturers such as Procter & Gamble, KimbergriClUnilever, Kellogg’s, General Mills, NabiscadaFruit of the Loom. The Company
store support center is located in Goodlettsvillennessee. Dollar General’'s Web site can be reaathedw.dollargeneral.com.

Forward-Looking Statements

This press release contains forward-looking infdrama such as the information in the sections katitOperating Priorities for Dollar
General” and “Company Outlook.” The words “beliéV@anticipate,” “project,” “plan,” “schedule,” “expct,” “estimate,” “objective,”
“forecast,” “goal,” “intend,” “committed,” “will likely result,” or “will continue” and similar exprei®ns generally identify forward-looking
statements. These matters involve risks, unceigaiand other factors that may cause the actutdrpeaince of the Company to differ
materially from that expressed or implied by thisevard-looking statements. All forward-looking a@rfnation should be evaluated in the
context of these risks, uncertainties and otheofacThe Company believes the assumptions underiyiese forward-looking statements are
reasonable; however, any of the assumptions caulddzcurate and, therefore, actual results mdgrdifiaterially from those projected by,



implied in, the forward-looking statements. Factihis may result in actual results differing frootlk forward-looking information include,
but are not limited to those set forth in the CompstAmendment No. 1 to Registration Statement omFS4, filed with the SEC on Janu:
25, 2008.

Forward-looking statements speak only as of the datde. The Company undertakes no obligation tatepahy forward-looking statements
to reflect events or circumstances arising afterdaite on which they were made. As a result okthisks and uncertainties, readers are
cautioned not to place undue reliance on any fav@oking statements included herein or that maynbee elsewhere from time to time by,
or on behalf of, the Company.

Non-GAAP Disclosure

Certain information provided in this press releasto be discussed during the March®&nference call has not been derived in accordance
with GAAP, including EBITDA and Adjusted EBITDA. Renciliations to net income of EBITDA and AdjusteBITDA used in this press
release are provided in the accompanying table

EBITDA and Adjusted EBITDA are not measures of fin&l performance or condition, liquidity or prafiility, and should not be conside
as an alternative to (1) net income, operatingrmeor any other performance measures determinactciordance with GAAP or (2) operati
cash flows determined in accordance with GAAP. Addally, EBITDA and Adjusted EBITDA are not inteed to be measures of free cash
flow for management’s discretionary use, as thenpaloconsider certain cash requirements such esesttpayments, tax payments and debt
service requirements and replacement of fixed asE&ITDA and Adjusted EBITDA have limitations asadytical tools and should not be
considered in isolation or as a substitute forysislof the Company’s results as reported under BABecause not all companies use
identical calculations, these presentations mayaatomparable to other similarly titled measurfestioer companies. The Company believes
that the presentation of EBITDA and Adjusted EBITappropriate to provide additional informatidsoat the calculation of a material
financial ratio in the Company’s new credit faddig. Adjusted EBITDA is a material component ofttiaio. For more discussion regarding
the financial ratio in the Company’s new creditilities, the reasons management believes theseG#ohP measures are useful to investors,
and the limitations of these non-GAAP measureggaesee the Company’s Amendment No. 1 to Reg@tr&tiatement on Form S-4 filed
with the SEC on January 25, 2008.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands, except per share amount)

Successor Predecessor
February 1, February 2,
2008 2007
ASSETS
Current assets:
Cash and cash equivalents $ 100,20¢  $ 189,28t
Short-term investments 19,61 29,95(
Merchandise inventories 1,288,66. 1,432,331
Income taxes receivable 32,50! 9,83:
Deferred income taxes 17,291 24,321
Prepaid expenses and other current assets 59,46t 57,02(
Total current assets 1,517,74. 1,742,74:
Net property and equipme 1,274,24! 1,236,87-
Goodwill 4,344,931 2,331
Intangible assets, net 1,370,55 86
Other assets, net 148,95! 58,46¢
Total assets $ 8,656,43. $ 3,040,51.
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations $ 3,24¢  $ 8,08(
Accounts payable 551,04( 555,27
Accrued expenses and other 300,95¢ 253,55¢
Income taxes payable 2,99¢ 15,95¢
Total current liabilities 858,24 832,87:
Long-term obligations 4,278,75! 261,95¢
Deferred income taxes 486,72! 41,597
Other liabilities 319,71 158,34
Commitments and contingencies
Redeemable common stock 9,12z -

Shareholders' equity:
Preferred stock, Shares authorized 1,000,000 -
Series B junior participating preferred stock, ethtalue $0.50 per share; Shares authorized: 10,€8¢ed: None -



Common stock; $0.50 par value, 1,000,000 sharémened, 555,482 shares issued and outstandingbati&ry 1, 2008 and

500,000 shares authorized, 312,436 shares issdedusstanding at February 2, 2007, respectively 277,74: 156,21¢

Additional paid-in capital 2,480,06: 486,14!

Retained earnings (accumulated deficit) (4,81¢) 1,103,95.

Accumulated other comprehensive loss (49,119 (987)

Other shareholders' equity - 42C

Total shareholders' equity 2,703,87. 1,745,74
Total liabilities and shareholders' equity $ 8,656,43. $ 3,040,51.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(Dollars in thousands)
Successor Predecessor
13 Weeks Ended 13 Weeks Ended
February 1, 2008 February 2, 2007
Net sales $ 2,5659,57. $ 2,553,981
Cost of goods sold 1,819,20: 1,908,031
Gross profit 740,37 645,95(
Selling, general and administrative 553,90! 562,87!
Operating profit 186,46t 83,07t
Interest income (1,379 (2,210
Interest expense 104,42( 7,891
Loss on interest rate swaps 34t -
Gain on debt retirement, net (4,93¢) -
Income before income taxes 88,017 77,394
Income tax expense 32,62¢ 27,30«
Net income $ 55,38¢ $ 50,09(
DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(Dollars in thousands)
Successor(a) Predecessor
July 7, February 3,
2007 2007 Combined Predecessor
through through Year ended Year ended
February 1, July 6, February 1, February 2,
2008 2007 2008 2007

Net sales $ 5,571,49: $ 3,923,75. $ 9,495,24 $ 9,169,82:
Cost of goods sold 3,999,59! 2,852,17: 6,851,77 6,801,61
Gross profit 1,571,89. 1,071,57! 2,643,46' 2,368,20!
Selling, general and administrative 1,324,50i 960,93( 2,285,43: 2,119,92
Transaction and related costs 1,242 101,39 102,63¢ -
Operating profit 246,14 9,24¢ 255,39:. 248,27t
Interest income (3,799 (5,04¢) (8,845 (7,002)
Interest expense 252,89° 10,29¢ 263,19¢ 34,91t
Loss on interest rate swaps 2,39( - 2,39( -
Loss on debt retirement, net 1,24¢ - 1,24¢ -
Income (loss) before income taxes (6,597) 3,99¢ (2,59¢) 220,36:
Income tax expense (benefit) (1,775 11,99: 10,21¢ 82,42(
Net income (loss $ (4,81%) $ (7,999 $ (12,81¢) $ 137,94:

(a) Includes the results of operations of Buck Asigion Corp. for the period prior to its mergertiwvand into Dollar General Corporation from Margt2607 (its formation)

through July 6, 2007 (reflecting the change in Yailue of interest rate swaps), and the post-mergits of Dollar General Corporation for the pdrfrom July 7, 2007 through
February 1, 2008.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows
(In thousands)

Successor(a) Predecessor
July 7, February 3,
2007 2007 Combined Predecessor
through through Year ended Year ended
February 1, July 6, February 1, February 2,
2008 2007 2008 2007




(30 weeks) (22 Weeks) (52 Weeks) (52 Weeks)
Cash flows from operating activities:

Net income (loss $ 4,81 $ (7,999 $ (12,816 $ 137,94:
Adjustments to reconcile net income (loss) to resthcprovided by operating activities:
Depreciation and amortization 150,21 83,915 234,13( 200,60¢
Deferred income taxes 19,551 (20,879 (1,329 (38,219
Tax benefit from stock option exercises - (3,929 (3,929 (2,519
Loss on debt retirement, net 1,24¢ - 1,24¢ -
Noncash sha-based compensation 3,821 45,43: 49,26( 7,57¢
Noncash unrealized loss on interest rate s\ 3,70¢ - 3,70¢ -
Noncash inventory adjustments and asset impairn - - - 78,11¢
Change in operating assets and liabilities:
Merchandise inventories 79,46¢ 16,42« 95,89: (28,057
Prepaid expenses and other current assets 3,73¢ (6,189 (2,445 (5,417)
Accounts payable (41,39Y) 34,79« (6,607) 53,54¢
Accrued expenses and other liabilities 16,061 52,99t 69,05¢ 38,35
Income taxes 7,34¢ 2,80¢ 10,157 (35,16%)
Other 655 4,557 5,212 (1,420
Net cash provided by operating activities 239,60 201,94¢ 441,55( 405,35

Cash flows from investing activities:

Merger, net of cash acquired (6,738,39) - (6,738,39) -
Purchases of property and equipment (83,64) (56,157) (139,799 (261,51)
Purchases of short-term investments (3,800 (5,100 (8,900 (49,67%)
Sales of short-term investments 21,44t 9,50¢ 30,95( 51,52¢
Purchases of long-term investments (7,479 (15,759 (23,227 (25,75¢€)
Purchases of promissory notes (37,04 - (37,04 -
Insurance proceeds related to property and equipmen - - - 1,807
Proceeds from sales of property and equipment 533 62C 1,152 1,65(
Net cash used in investing activities (6,848,379 (66,887) (6,915,25i) (281,96¢)

Cash flows from financing activities:

Issuance of common stock 2,759,541 - 2,759,541 -
Borrowings under revolving credit facility 1,522,101 - 1,522,101 2,012,701
Repayments of borrowings under revolving creditlitgc (1,419,60i) - (1,419,601 (2,012,700
Issuance of long-term obligations 4,176,81 - 4,176,81 -
Repayments of long-term obligations (241,94Y (4,500 (246,44% (14,119
Debt issuance cost (87,397 - (87,397 -
Payment of cash dividends - (15,710 (15,710 (62,477)
Proceeds from exercise of stock options - 41,54¢ 41,54¢ 19,89«
Repurchases of common stock (541) - (541) (79,947
Tax benefit of stock options - 3,927 3,927 2,51
Other financing activities - - - (584)
Net cash provided by (used in) financing activities 6,708,97! 25,26% 6,734,24: (134,71)
Net increase (decrease) in cash and cash equis. 100,20¢ 160,32° 260,53¢ (11,32)
Cash and cash equivalents, beginning of period - 189,28t 189,28¢ 200,60¢
Cash balance at Merger date (349,614
Cash and cash equivalents, end of period $ 100,20¢ % 349,61! $ 100,20¢ $ 189,28t

Supplemental cash flow information:
Cash paid (received) for:
Interest $ 226,73t % 11,24¢ % 237,98 $ 24,18(
Income taxes (30,579 26,01z (4,562) 155,82!
Supplemental schedule of non-cash investing and fincing activities:
Purchases of property and equipment awaiting psaeg$or payment, included in Accounts

payable $ 20,44¢ % 13,54  $ 20,44¢  $ 18,094
Exchange of shares and stock options in businesbioation 7,68t - 7,68t -
Purchases of property and equipment under capaakl obligations 592 1,03¢ 1,62¢ 5,36¢
Elimination of financing obligations - - - 46,60¢
Elimination of promissory notes receivable - - - 46,60¢

(a) Includes the results of operations of Buck Asigjion Corp. for the period prior to its mergertiwand into Dollar General Corporation from Marct2607 (its formation)
through July 6, 2007 (reflecting the change in failue of interest rate swaps), and the post-meaggits of Dollar General Corporation for the pdrfrom July 7, 2007 through
February 1, 2008.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Reconciliation of Non-GAAP Financial Measures

RECONCILIATION OF NET INCOME TO EBITDA AND ADJUSTED EBITDA



Combined 13 Week: 13 Week: 52 Week:
Year Ended Year Endec  Ended Ended Ended
Feb. 1, Feb. 2, Feb.1, Feb.2, May4,
(In millions) 2008 2007 2008 2007 2007(a)
Net income (loss $ (12.¢) $ 137¢ ¢ 554 $ 501 $ 123«
Add (subtract):
Interest income (8.9 (7.0) (1.9 (2.2) (7.7
Interest expense 263.2 34.¢ 104.4 7.¢ 33.¢
Depreciation and amortization 226.2 200.€ 56.€ 50.€ 202.:
Income taxes 10.z 82.4 32.€ 27.% 69.7
EBITDA 478.2 448.¢ 247.F 133.% 422.¢
Adjustments:
Transaction and related costs 102.¢ - - - 5.6
(Gain) loss on debt retirement 1.2 - (4.9 - -
Loss on interest rate swaps 2.4 - 0.3 - 2.1
Contingent loss on distribution center leases 12.C - - - -
Impact of markdowns related to inventory clearaactivities, including LCM adjustments, net of puasing
accounting adjustments 5.7 160.( 1.6 87.% 153.¢
SG&A related to store closing and inventory cleaeaactivities 54.C 33.1 0.2 24.2 62.4
Operating losses (cash) of stores to be closed 10.E 14.¢ 11 6.1 17.2
Hurricane Katrina insurance proceeds - (13.0 - - (7.9)
Hurricane Katrina expenses and write-offs - 1.2 - - 0.8
Monitoring and consulting fees to affiliates 4.8 - 2.C - -
Stock option and restricted stock unit expense 6.5 - 0.7 - -
Indirect merger-related costs 4.6 - 4.6 - -
Other 1.C 1.C 0.2 1.C 17
Total Adjustments 205.: 197.% 5.8 118.¢ 235.¢
Adjusted EBITDA $ 683.f § 646.2 $ 253.2 $ 252.f $ 658.f
(a) 52 week data used in calculation of ratio oigiterm obligations to Adjusted EBITDA below.
CALCULATION OF RATIO OF LONG-TERM OBLIGATIONS TO AD JUSTED EBITDA
At Close  February 1,
(in millions) July 6, 2007 2008
Senior secured term-loan facility $ 2,300 $ 2,300.(
Senior secured asset-based revolving credit facilit 432.% 102.t
10 5/8% Senior Notes due July 15, 2015, net ofodiat 1,151.¢ 1,152.¢
11 7/8%/12 5/8% Senior Subordinated Notes due 152017 725.C 700.(
8 5/8% Notes due June 15, 2010 1.8 1.8
Financing and capital lease obligations 52.2 10.2
Tax increment financing due February 1, 2035 14.5 14.5
$ 46776 $ 4,282.(
LTM Adjusted EBITDA(b) $ 658. $ 683.t
Total Debt / Adjusted EBITDA 7.1x 6.3x
(b) Ratio as of July 6, 2007 based on Adjusted EB\Tor the 52-week period ended May 4, 2007, thestmecent reported period.
DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Selected Additional Information
Net Sales by Category (in thousands)
Year Ended
February 1, February 2, %
2008 2007 Change
Highly consumable $ 6,316,83. $ 6,022,01. 4.9%
Seasonal 1,513,23 1,509,99! 0.2%
Home products 869,75: 914,35 (4.9%
Basic clothing 795,42 723,45. 9.%%



Total sales

Highly consumable

Seasonal

Home products

Basic clothing
Total sales

Beginning store count

New store opening

Store closings

Net new store

Ending store count

Total selling square footage (000's)

CONTACT:

Dollar General Corporation
Investor Contact:

Emma Jo Kauffman, 615-855-5525
or

Media Contact:

Tawn Earnest, 6-855-5209

9,495,241 $ 9,169,82: 3.5%
Quarter Ended
February 1, February 2,
2008 2007 %
(13 Weeks) (13 Weeks) Change
1,615,48. $ 1,539,32 4.9%
499,83t 539,34 (7.9%
243,60( 275,93! (11.7%
200,65t 199,38( 0.6%
2,559,57. $ 2,553,98! 0.2%
New Store Activity
Year Ended
February 1, February 2,
2008 2007
8,22¢ 7,92¢
36E 537
(400) (237)
(35) 30C
8,19/ 8,22¢
57,37¢ 57,29¢



