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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, 2010
Commission File Number: 00111421

DOLLAR GENERAL CORPORATION
(Exact name of Registrant as specified in its arart

TENNESSEE 61-050230Z
(State or other jurisdiction of (LR.S. Employer
incorporation or organization Identification No.)

100 MISSION RIDGE
GOODLETTSVILLE, TN 37072

(Address of principal executive offices, zip cc

Registrant’s telephone number, including area code:(615) 85!-4000

Indicate by check mark whether the Registrant ék)filed all reports required to be fil
by Section 13 or 15(d) of the Securities Exchangeoh 1934 during the preceding 12 months
(or for such shorter period that the Registrant segslired to file such reports), and (2) has been
subject to such filing requirements for the pasti@gs. Yes [X] No|[ ]

Indicate by check mark whether the Registrant bbsn#ted electronically and posted
its corporate Web site, if any, every InteractivadFile required to be submitted and posted
pursuant to Rule 405 of Regulation S-T during trexpding 12 months (or for such shorter
period that the Registrant was required to subndt@ost such files). Yes[ ] No[ ]

Indicate by check mark whether the Registrantlesge accelerated filer, an accelerated
filer, a non-accelerated filer, or a smaller repgricompany. See the definitions of “large
accelerated filer,” “accelerated filer,” and “snaalleporting company” in Rule 12b-2 of the
Exchange Act.

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

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

The registrant had 341,004,089 shares of commak statstanding on May 28, 2010.




PART I—FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

April 30, January 29,
2010 2010
ASSETS (Unaudited) (see Note 1
Current asset:
Cash and cash equivalel $ 222,709 $ 222,076
Merchandise inventorie 1,604,754 1,519,57¢
Income taxes receivah - 7,543
Prepaid expenses and other current a: 111,115 96,252
Total current asse 1,938,57¢ 1,845,44¢
Net property and equipme 1,360,86¢ 1,328,38¢
Goodwill 4,338,58¢ 4,338,58¢
Intangible assets, n 1,276,173 1,284,28:
Other assets, n 62,868 66,812
Total asset $ 8,977,07¢ $ 8,863,51¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Current portion of lon-term obligation: $ 3,547 $ 3,671
Accounts payabl 789,274 830,953
Accrued expenses and ott 332,251 342,290
Income taxes payab 34,686 4,525
Deferred income taxes payal 46,282 25,061
Total current liabilities 1,206,04C 1,206,50(
Long-term obligations 3,399,887 3,399,71¢
Deferred income taxe 540,010 546,172
Other liabilities 277,989 302,348
Commitments and contingenci
Redeemable common sto 16,624 18,486
Shareholder equity:
Preferred stoc - -
Common stocl 298,371 298,013
Additional paic-in capital 2,928,85¢ 2,923,371
Retained earning 339,071 203,075
Accumulated other comprehensive | (29,771 (34,167
Total shareholde’ equity 3,536,52¢ 3,390,29¢
Total liabilities and sharehold¢ equity $ 8,977,07¢ $ 8,863,51¢

See notes to condensed consolidated financialms&ats.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(In thousands, except per share amounts)

For the 13 weeks ended

April 30, May 1,
2010 2009

Net sales $ 3,111,314 2,779,937
Cost of goods sold 2,111,55¢ 1,924,57¢
Gross profit 999,756 855,358
Selling, general and administrative 709,033 630,489
Operating profit 290,723 224,869
Interest income (6) (94)
Interest expense 72,018 89,235
Other (income) expense 145 1,667
Income before income taxes 218,566 134,061
Income tax expense 82,570 51,055
Net income $ 135,996 83,006
Earnings per share:
Basic $ 0.40 0.26
Diluted $ 0.39 0.26
Weighted average shares outstanding:
Basic 340,819 317,870
Diluted 344,397 318,298

See notes to condensed consolidated financialrstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)
For the 13 weeks ended

April 30, May 1,
2010 2009

Cash flows from operating activitie
Net income $ 135996 $ 83,006
Adjustments to reconcile net income to net caskigsea by

operating activities

Depreciation and amortizatic 63,252 64,531
Deferred income taxe 10,029 15,461
Tax benefit of stock optior (4,806 -
Non-cash shar-based compensatic 4,979 2,938
Other noi-cash gains and loss 1,633 1,260
Change in operating assets and liabilit
Merchandise inventorie (85,176 (39,040
Prepaid expenses and other current a: (13,503 (3,012
Accounts payabl (36,954 10,578
Accrued expenses and ott (30,961 (50,368
Income taxe: 42,510 23,336
Other (26) 203
Net cash provided by operating activit 86,973 108,893
Cash flows from investing activitie
Purchases of property and equipm (90,998 (51,825
Proceeds from sale of property and equipn 258 152
Net cash used in investing activit| (90,740 (51,673
Cash flows from financing activitie
Issuance of common sto 285 620
Repayments of lor-term obligation: (463) (999)
Repurchases of equi (228) (252)
Tax benefit of stock optior 4,806 -
Net cash provided by (used in) financing activi 4,400 (631)
Net increase in cash and cash equival 633 56,589
Cash and cash equivalents, beginning of pe 222,076 377,995
Cash and cash equivalents, end of pe $ 222,709 $ 434,584

Supplemental schedule of I-cash investing and financing activitie
Purchases of property and equipment awaiting psiregg$or payment,
included in Accounts payab $ 25,669 $ 18,913

See notes to condensed consolidated financialms&ates.




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

1. Basis of presentation

The accompanying unaudited condensed consolidetaacial statements of Dollar
General Corporation and its subsidiaries (the “Canyp) have been prepared in accordance
with accounting principles generally accepted m thnited States of America (“U.S. GAAP”)
for interim financial information and are presenieéccordance with the requirements of Form
10-Q and Rule 10-01 of Regulation S-X. Such finahsiatements consequently do not include
all of the disclosures normally required by U.S.&AAor those normally made in the
Company’s Annual Report on Form 10-K. Accordindhg reader of this Quarterly Report on
Form 10-Q should refer to the Company’s Annual Repo Form 10K for the fiscal year ends
January 29, 2010 for additional information.

The Company’s fiscal year ends on the Friday clase3anuary 31. Unless the context
requires otherwise, references to years contaiaegirhpertain to the Company’s fiscal year.
The Company’s 2010 fiscal year will end on JanZ8y2011 and its 2009 fiscal year ended on
January 29, 2010.

The accompanying unaudited condensed consolidetadcial statements have been
prepared in accordance with the Company’s customeggunting practices. In management’s
opinion, all adjustments (which are of a normalreiog nature) necessary for a fair present:
of the consolidated financial position as of A@@, 2010 and results of operations for the 13-
week quarterly accounting periods ended April 30,Rand May 1, 2009 have been made.

The condensed consolidated balance sheet as arya2fdy 2010 has been derived from
the audited consolidated financial statementsaitdhte but does not include all of the
information and notes required by U.S. GAAP for pbete financial statements.

The preparation of financial statements and reldisclosures in conformity with U.S.
GAAP requires management to make estimates andhasisns that affect the reported amot
of assets and liabilities and disclosure of corgmtgassets and liabilities at the date of the
condensed consolidated financial statements anefiweted amounts of revenues and expenses
during the reporting periods. Actual results cadiffer from those estimates.

The Company uses the last-in, first-out (LIFO) noeltlof valuing inventory. An actual
valuation of inventory under the LIFO method is mad the end of each year based on the
inventory levels and costs at that time. Accordmgiterim LIFO calculations are based on
management’s estimates of expected year-end inyeleteels, sales for the year and the
expected rate of inflation/deflation for the yeHBine interim LIFO calculations are subject to
adjustment in the final yeand LIFO inventory valuation. The Company recortddeD charge
of zero and $0.8 million in the 13-week periodsemhdpril 30, 2010 and May 1, 2009,
respectively. In addition, ongoing estimates okeimory shrinkage and initial markups and
markdowns are included in the interim cost of gosald calculation. Because the Company’s




business is moderately seasonal, the results tieninm periods are not necessarily indicative
the results to be expected for the entire year.

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

In June 2009, the FASB issued new accounting gaelaglating to variable interest
entities. This standard amends previous standaudisemuires an enterprise to perform an
analysis to determine whether the enterprise’sabégiinterest or interests give it a controlling
financial interest in a variable interest entityesifies updated criteria for determining the
primary beneficiary, requires ongoing reassessnanigether an enterprise is the primary
beneficiary of a variable interest entity, elimesthe quantitative approach previously required
for determining the primary beneficiary of a vateamterest entity, amends certain guidance for
determining whether an entity is a variable inteesdity, requires enhanced disclosures abo
enterprise’s involvement in a variable interesttgnand includes other provisions. This
standard was effective as of January 30, 201(e¢lening of the Company’s 2010 fiscal year.
The impact of the adoption of this guidance onGloenpany’s condensed consolidated financial
statements was not material.

2. Comprehensive income
Comprehensive income consists of the following:

13 Weeks Ende

April 30, May 1,
(in thousands 2010 2009
Net income $ 135,99¢ $ 83,006
Unrealized net gain (loss) on hedged transactiogtsof income tax expense
(benefit) of $3,400 and $(922) respectively (seéeNg) 4,396 (996)
Comprehensive incon $ 140,392 $ 82,010
3. Earnings per share

Earnings per share is computed as follows (in tAnds, except per share data):

13 Weeks Ended April 30, 20: 13 Weeks Ended May 1, 201
Net Per Share Net Per Share
Income Shares Amount Income Shares Amount
Basic earnings per she $135,99¢ 340,819 $ 0.40 $ 83,006 317,870 $ 0.2¢
Effect of dilutive share-based
awards 3,578 428
Diluted earnings per sha $13599¢ 344397 $ 0.39 $ 83,006 318298 $ 0.2€

Basic earnings per share was computed by dividaigncome by the weighted average
number of shares of common stock outstanding duhageriod. Diluted earnings per share
determined based on the dilutive effect of stodkoms using the treasury stock method.

Options to purchase shares of common stock that wetstanding at the end of the
respective periods, but were not included in thematation of diluted earnings per share




because the effect of exercising such options wbeldntidilutive, were 0.3 million and 2
million in the 2010 and 2009 periods, respectively.

4, Income taxes

Under the accounting standards for income taxesasiset and liability method is used
for computing the future income tax consequencesehts that have been recognized in the
Company’s consolidated financial statements ornmedax returns.

Income tax reserves are determined using the melihgyl established by accounting
standards for income taxes which require compdniassess each income tax position taken
using a two step approach. A determination is firatle as to whether it is more likely than not
that the position will be sustained, based uportébknical merits, upon examination by the
taxing authorities. If the tax position is expecteaneet the more likely than not criteria, the
benefit recorded for the tax position equals tingdat amount that is greater than 50% likely to
be realized upon ultimate settlement of the respetax position.

The Internal Revenue Service (“IRS”) is examinihg Company’s federal income tax
returns for fiscal years 2005 and 2006. The 20@Hearlier years are not open for examination.
The 2007, 2008 and 2009 fiscal years, while natetuly under examination, are subject to
examination at the discretion of the IRS. The Canyphas various state income tax
examinations that are currently in progress. Ttemated liability related to these state income
tax examinations is included in the Company’s neséor uncertain tax positions. Generally,
the Company’s tax years ended in 2006 and forwemthin open for examination by the various
state taxing authorities.

As of April 30, 2010, the total reserves for unaerttax benefits, interest expense related
to income taxes and potential income tax penaltie® $46.0 million, $8.9 million and $1.2
million, respectively, for a total of $56.1 millio®@f this amount, $55.0 million is reflected in
noncurrent Other liabilities in the condensed ctidated balance sheet with the remaining $1.1
million reducing deferred tax assets related tcopetrating loss carry forwards. The reserve for
uncertain tax positions decreased during the penmttd April 30, 2010 by $21.6 million due
principally to the reduction of a liability asso@d with an accounting method utilized by the
Company for income tax return filing purposes. Qunpany believes it is reasonably possible
that the reserve for uncertain tax positions mageldeced by approximately $14.9 million in-
coming twelve months principally as a result of sle¢tlement of currently ongoing state income
tax examinations and the anticipated filing of mcoime tax accounting method change request
that is expected to resolve various uncertaing&gted to accounting methods employed by the
Company. The full amount of this reasonably possiblange is included in noncurrent Other
liabilities in the condensed consolidated balartsesas of April 30, 2010. Also, as of April 30,
2010, approximately $40.1 million of the reservedacertain tax positions would impact the
Company’s effective income tax rate if the Compauaye to recognize the tax benefit for these
positions.

The effective income tax rate for the 13-week peraded April 30, 2010 was 37.8%
compared to a rate of 38.1% for the 13-week pegimed May 1, 2009 which represents a net
decrease of 0.3%.




5. Assets and liabilities measured at fair value

Fair value is a market-based measurement, nottég-specific measurement.
Therefore, a fair value measurement should be mi@ted based on the assumptions that market
participants would use in pricing the asset oriliigh As a basis for considering market
participant assumptions in fair value measureméaitsyalue accounting standards establish a
fair value hierarchy that distinguishes betweenkeigparticipant assumptions based on market
data obtained from sources independent of the tiagagntity (observable inputs that are
classified within Levels 1 and 2 of the hierarchyl the reporting entity’s own assumptions
about market participant assumptions (unobservaplgs classified within Level 3 of the
hierarchy).

The Company has determined that the majority ofrthats used to value its derivative
financial instruments using the income approadhafthin Level 2 of the fair value hierarchy.
However, the credit valuation adjustments assatiaiéh its derivatives utilize Level 3 inputs ,
such as estimates of current credit spreads taaeathe likelihood of default by itself and its
counterparties. As of April 30, 2010, the Companayg hssessed the significance of the impact of
the credit valuation adjustments on the overali&abn of its derivative positions and has
determined that the credit valuation adjustmergsat significant to the overall valuation of its
derivatives. As a result, the Company has detemininat its derivative valuations in their
entirety, as discussed in detail in Note 6, arssifeed in Level 2 of the fair value hierarchy. The
Company’s long-term obligations classified in Le2edf the fair value hierarchy are valued at
cost. The Company does not have any fair value uneamnts using significant unobservable
inputs (Level 3) as of April 30, 2010.

Quoted Prices in

Active Markets Significant
for Identical Other Significant
Assets and Observable Unobservable Balance at
Liabilities Inputs Inputs April 30,
(In thousands (Level 1) (Level 2) (Level 3) 2010
Assets:
Trading securities (¢ $ 8570 $ - $ - $ 8,57(
Liabilities:
Long-term obligations (b 3,562,71€ 24,180 - 3,586,89
Derivative financial instruments ( - 49,578 - 49,57¢
Deferred compensation ( 15,770 - - 15,77(

(a) Reflected at fair value in the condensed consdaitiablance sheet as Prepaid expenses and othemtcassets of
$2,111 and Other assets, net of $6,459.

(b) Reflected at book value in the condensed conselilaalance sheet as Current portion of lterga obligations o
$3,547 and Long-term obligations of $3,399,887.

(c) Reflected in the condensed consolidated balancs sisenon-current Other liabilities.

(d) Reflected at fair value in the condensed consdaitiablance sheet as Accrued expenses and othentcurr
liabilities of $2,111 and nc-current Other liabilities of $13,65

6. Derivatives and hedging activities

The Company records all derivatives on the balaheet at fair value. The accounting
for changes in the fair value of derivatives deenwl the intended use of the derivative, whe




the Company has elected to designate a derivatigehedging relationship and apply he
accounting and whether the hedging relationshipshtisfied the criteria necessary to apply
hedge accounting. Derivatives designated and guajifas a hedge of the exposure to changes
in the fair value of an asset, liability, or firmrmamitment attributable to a particular risk, susl
interest rate risk, are considered fair value hedBerivatives designated and qualifying as a
hedge of the exposure to variability in expectadrei cash flows, or other types of forecasted
transactions, are considered cash flow hedgesv@ieres may also be designated as hedges of
the foreign currency exposure of a net investmetforeign operation. Hedge accounting
generally provides for the matching of the timirfggain or loss recognition on the hedging
instrument with the recognition of the changedhmfair value of the hedged asset or liability
that are attributable to the hedged risk in avalue hedge or the earnings effect of the hedged
forecasted transactions in a cash flow hedge. Tdmpany may enter into derivative contracts
that are intended to economically hedge a certaitign of its risk, even though hedge
accounting does not apply or the Company electsonapply the hedge accounting standards.

Risk management objective of using derivatives

The Company is exposed to certain risks arisingpfooth its business operations and
economic conditions. The Company principally masaigeexposures to a wide variety of
business and operational risks through managenfiéstaore business activities. The Company
manages economic risks, including interest rag@jdiity, and credit risk, primarily by managi
the amount, sources, and duration of its debt fupdind the use of derivative financial
instruments. Specifically, the Company enters degdvative financial instruments to manage
exposures that arise from business activitiesrdgatlt in the receipt or payment of future known
and uncertain cash amounts, the value of whiclde@t@rmined by interest rates. The Company’s
derivative financial instruments are used to mardifferences in the amount, timing, and
duration of the Company’s known or expected cashiptés and its known or expected cash
payments principally related to the Company’s barngs.

The Company is exposed to certain risks arisingnfumcertainties of future market
values caused by the fluctuation in the pricesoofimodities. From time to time the Company
may enter into derivative financial instrumentptotect against future price changes related to
these commodity prices.

Cash flow hedges of interest rate risk

The Company'’s objectives in using interest ratévdéives are to add stability to interest
expense and to manage its exposure to interestn@tements. To accomplish this objective,
Company primarily uses interest rate swaps asgbdtst interest rate risk management strategy.
Interest rate swaps designated as cash flow healgase the receipt of variable-rate amounts
from a counterparty in exchange for the Companyingpkxed-rate payments over the life of
the agreements without exchange of the underlyaignal amount.

The effective portion of changes in the fair vatdelerivatives designated and that
gualify as cash flow hedges is recorded in Accutedl@ther comprehensive income (loss) (
referred to as “OCI”) and is subsequently reclasgiinto earnings in the period that the hedged
forecasted transaction affects earnings. Durind.8yeek periods ended April 30, 2010 and




May 1, 2009, such derivatives were used to hedgedhiable cash flows associated v
existing variablerate debt. The ineffective portion of the changinvalue of the derivatives
recognized directly in earnings.

As of April 30, 2010, the Company had three interate swaps with a combined
notional value of $1.17 billion that were designbis cash flow hedges of interest rate risk.
Amounts reported in Accumulated other comprehensise related to derivatives will be
reclassified to interest expense as interest patgaea made on the Company’s variable-rate
debt. The Company terminated an interest rate sw@gtober 2008 due to the bankruptcy
declaration of the counterparty bank. The Compamjicues to report the net gain or loss
related to the discontinued cash flow hedge in @@d, such net gain or loss is expected to be
reclassified into earnings during the original caotual terms of the swap agreement as the
hedged interest payments are expected to occoresated. During the next 52-week period,
the Company estimates that an additional $37.1amillill be reclassified as an increase to
interest expense for all of its interest rate swaps

Non-designated hedges of commodity risk

Derivatives not designated as hedges are not sgge@iand are used to manage the
Company’s exposure to commaodity price risk but domeet strict hedge accounting
requirements. Changes in the fair value of denrestinot designated in hedging relationships
recorded directly in earnings. As of April 30, 201l%e Company had no such non-designated
hedges. As of May 1, 2009, the Company had oneldies| commodity swap hedging monthly
usage of diesel fuel through January 2010 withtal id .4 million gallons notional during the
remaining term that was not designated as a hedgejualifying hedging relationship.

The tables below present the fair value of the Camygjs derivative financial instrumer
as well as their classification on the condensewsclidated balance sheets as of April 30, 2010
and January 29, 2010 (in thousands):

Tabular Disclosure of Fair Values of Derivative Insruments

Asset Derivatives Liability Derivatives
Balance Sheet Balance Sheet
Classification Fair Value Classification Fair Value
Derivatives designated as hedgin
instruments
Interest rate swap
As of April 30, 201C Other liabilities  $ 49,57¢
As of January 29, 201 Other liabilities  $ 57,05¢




The tables below present the -tax effect of the Compa’s derivative financi:
instruments on the condensed consolidated stateohiemtome (including OCI, see Note 2)
the 13-week periods ended April 30, 2010 and Ma&0D?Q (in thousands):

Tabular Disclosure of the Effect of Derivative Instuments on the Condensed Consolidated Statement lofcome
For the 13-weeks ended April 30, 2010

Amount of Location of Gain or Amount of (Gain)
(Gain) or Loss  Loss Recognized in or Loss Recognized
Amount of Reclassified Income on in Income on
(Gain) or Loss from Derivative Derivative
Recognized in  Location of Gain or Accumulated (Ineffective Portion (Ineffective Portion
Derivatives in OCl on Loss Reclassified OCl into and Amount and Amount
Cash Flow Derivative from Accumulated Income Excluded from Excluded from
Hedging (Effective OCl into Income (Effective Effectiveness Effectiveness
Relationships Portion) (Effective Portion) Portion) Testing) Testing)
Other (income)
Interest Rate Sway $ 4,542 Interest expens $ 12,34C expense $ 145

Tabular Disclosure of the Effect of Derivative Instuments on the Condensed Consolidated Statement lofcome
For the 13-weeks ended May 1, 2009

Amount of Location of Gain or Amount of (Gain)
(Gain) or Loss  Loss Recognized in or Loss Recognized
Amount of Reclassified Income on in Income on
(Gain) or Loss from Derivative Derivative
Recognized in  Location of Gain or Accumulated (Ineffective Portion (Ineffective Portion
Derivatives in OCl on Loss Reclassified OCl into and Amount and Amount
Cash Flow Derivative from Accumulated Income Excluded from Excluded from
Hedging (Effective OCl into Income (Effective Effectiveness Effectiveness
Relationships Portion) (Effective Portion) Portion) Testing) Testing)
Other (income)
Interest Rate Sway $ 13,817 Interest expens $ 11,89¢ expense $ 158

Amount of (Gain)

or Loss
Location of Gain or Recognized in
Derivatives Not Designated as Hedging Loss Recognized in Income on
Instruments Income on Derivative Derivative
Other (income)
Commodity Hedge expense $ 1,50¢

Credit-risk-related contingent features

The Company has agreements with all of its intenast swap counterparties that contain
a provision providing that the Company could belaked in default on its derivative obligations
if repayment of the underlying indebtedness is lecated by the lender due to the Company's
default on such indebtedness.

As of April 30, 2010, the fair value of interesteawaps in a net liability position, whi
includes accrued interest but excludes any adjudtfoe nonperformance risk related to these
agreements, was $51.2 million. If the Company haad¢hed any of these provisions at April
2010, it could have been required to post fullateltal or settle its obligations under the
agreements at an estimated termination value aR3&illion. As of April 30, 2010, the
Company had not breached any of these provisiopssted any collateral related to these
agreements.
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7. Commitments and contingencies
Legal proceedings

On August 7, 2006, a lawsuit entiti@ynthia Richter, et al. v. Dolgencorp, Inc., et al.
was filed in the United States District Court foetNorthern District of Alabama (Case
No. 7:0¢-cv-01537-LSC) (“Richter”) in which the plaintifilages that she and other current and
former Dollar General store managers were imprgpeassified as exempt executive
employees under the Fair Labor Standards Act (“F))%Ad seeks to recover overtime pay,
liquidated damages, and attornefg®s and costs. On August 15, 2006, the Richtemtyfiled
a motion in which she asked the court to certihadonwide class of current and former store
managers. The Company opposed the plaintiff's mot@n March 23, 2007, the court
conditionally certified a nationwide class. On Deber 2, 2009, notice was mailed to over
28,000 current or former Dollar General store mansgand approximately 3,860 individuals
opted into the lawsuit.

The Company believes that its store managers arbdare been properly classified as
exempt employees under the FLSA and that thismeioot appropriate for collective action
treatment. The Company intends to vigorously detarglaction and expects to ask the court to
decertify the class at the conclusion of the discpperiod. However, at this time, it is not
possible to predict whether the court ultimatelyf mermit this action to proceed collectively,
and no assurances can be given that the Compalyensliccessful in the defense on the merits
or otherwise. If the Company is not successfutsrefforts to defend this action, the resolution
could have a material adverse effect on the Conipdimancial statements as a whole.

On May 18, 2006, the Company was served with addwestitledTammy Brickey,
Becky Norman, Rose Rochow, Sandra Cogswell anchdiéeappington v. Dolgencorp, Ir
and Dollar General Corporatioi(Western District of New York, Case No. 6:06-cv-88@DGL,
originally filed on February 9, 2006 and amendedviaty 12, 2006 (“Brickey”)). The Brickey
plaintiffs seek to proceed collectively under theSA and as a class under New York, Ohio,
Maryland and North Carolina wage and hour statatesehalf of, among others, assistant store
managers who claim to be owed wages (includingtomerwages) under those statutes. At this
time, it is not possible to predict whether thertauill permit this action to proceed collectively
or as a class. However, the Company believesligattion is not appropriate for either
collective or class treatment and that the Commamwgge and hour policies and practices
comply with both federal and state law. The Compalays to vigorously defend this action;
however, no assurances can be given that the Comylibe successful in the defense on the
merits or otherwise, and, if it is not successhu, resolution of this action could have a material
adverse effect on the Company’s financial statemasta whole.

On March 7, 2006, a complaint was filed in the EdiStates District Court for the
Northern District of AlabamaJanet Calvert v. Dolgencorp, IncCase No. 2:06-cv-00468EH
(“Calvert™), in which the plaintiff, a former stermanager, alleged that she was paid less than
male store managers because of her sex, in vinlafithe Equal Pay Act and Title VII of the
Civil Rights Act of 1964, as amended (“Title VII"yhe complaint subsequently was amende
include additional plaintiffs, who also allege tavie been paid less than males because of their
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sex, and to add allegations that the Com’s compensation practices disparately im|

females. Under the amended complaint, Plaintifékge proceed collectively under the Equal
Pay Act and as a class under Title VII, and reghask wages, injunctive and declaratory relief,
liquidated damages, punitive damages and attorriegsand costs.

On July 9, 2007, the plaintiffs filed a motion imieh they asked the court to approve
issuance of notice to a class of current and foffieraale store managers under the Equal Pay
Act. The Company opposed plaintiffs’ motion. On Mower 30, 2007, the court conditionally
certified a nationwide class of females under thadt Pay Act who worked for Dollar General
as store managers between November 30, 2004 arehitar 30, 2007. The notice was issued
on January 11, 2008, and persons to whom the nwasesent were required to opt into the suit
by March 11, 2008. Approximately 2,100 individubbksve opted into the lawsuit.

On April 19, 2010, the plaintiffs moved for clastification relating to their Title VII
claims. The Company filed its response to thefaation motion in June 2010, and will move
for decertification of the Equal Pay Act class.e b not anticipate a ruling on these motions
before the end of the summer.

At this time, it is not possible to predict whetliee court ultimately will permit the
Calvert action to proceed collectively under the&i&dPay Act or as a class under Title VII.
However, the Company believes that the case iapmtopriate for class or collective treatment
and that its policies and practices comply withEBuggial Pay Act and Title VII. The Company
intends to vigorously defend the action; howeveraassurances can be given that the Company
will be successful in the defense on the meritstberwise. If the Company is not successful in
defending the Calvert action, its resolution ccudde a material adverse effect on the
Company’s financial statements as a whole.

On July 30, 2008, the Company was served with gotaint filed in the District Court
for Dallas County, lowa Julie Cox, et al. v. Dolgencorp, Inc., et-alCase No. LACV-034423)
in which the plaintiff, a former store manageregtd that the Company discriminates against
pregnant employees on the basis of sex and resgainst employees in violation of the lowa
Civil Rights Act. Cox sought to represent a clas&ll current, former and future employees
from the State of lowa who are employed by Dollan€ral who suffered from, are currently
suffering from or in the future may suffer from’leded sex/pregnancy discrimination and
retaliation and seeks declaratory and injunctiiefras well as equitable, compensatory and
punitive damages and attorneys’ fees and costs.

On April 5, 2010, the Court denied the plaintiffiteotion for class certification.
Subsequently, the Company resolved the mattearf@mount that was immaterial to the
Company’s financial statements.

In October 2008, the Company terminated an inteeg¢stswap as a result of the
counterparty’s declaration of bankruptcy. Thisldetion of bankruptcy constituted a default
under the contract governing the swap, giving thenfany the right to terminate. The
Company subsequently settled the swap in Noven@8 fr approximately $7.6 million,
including interest accrued to the date of termoratiOn May 14, 2010, the Company received a
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demand from the counterparty for an additional parynof approximately $19 million claimir
that the valuation used to calculate the $7.6 onillvas commercially unreasonable. The
Company does not believe that this additional payrizeowed and believes the methodology it
used to calculate the settlement amount was conmfigneasonable and appropriate.
Accordingly, the Company intends to vigorouslyetdef any claim in this regard that may be
asserted by the counterparty; however, no asswsaarebe given that the Company will be
successful in the defense on the merits or otherwis

From time to time, the Company is a party to vasiother legal actions involving clair
incidental to the conduct of its business, inclgdattions by employees, consumers, suppliers,
government agencies, or others through privatemrsgticlass actions, administrative
proceedings, regulatory actions or other litigatiocluding without limitation under federal and
state employment laws and wage and hour laws. Chimepany believes, based upon
information currently available, that such othégétion and claims, both individually and in
aggregate, will be resolved without a material aseeffect on the Company’s financial
statements as a whole. However, litigation invol@eslement of uncertainty. Future
developments could cause these actions or claifawe a material adverse effect on the
Company’s results of operations, cash flows, aarfmal position. In addition, certain of these
lawsuits, if decided adversely to the Company ttexkby the Company, may result in liability
material to the Company’s financial position or rmegatively affect operating results if
changes to the Company’s business operation aneeeq

8. Share-based payments

The Company’s Second Amended and Restated Equjtye&@tion Rights Plan
provides for the granting of equity appreciatiaghts to nonexecutive managerial employees.
During the 13-week period ended April 30, 201,877 of such equity appreciation rights,
affecting 873 employees, vested in conjunction \eidecondary offering of the Company’s
common stock, resulting in selling, general and iatstrative expenses for share-based awards
of $13.3 million and for related payroll taxes df& million.

9. Segment reporting

The Company manages its business on the basieakportable segment. As of April
30, 2010, all of the Company’s operations weretedavithin the United States, with the
exception of a Hong Kong subsidiary and a liaistiic®@ in India, the collective assets and
revenues of which are not material. Net sales grdugy classes of similar products are
presented below.

13 Weeks Ende

April 30, May 1,
(In thousands 2010 2009
Classes of similar product

Consumable $ 2,231,501 $ 1,995,80¢
Seasona 430,05: 356,452
Home product: 224,86 216,883
Apparel 224,89¢ 210,793
Net sales $ 3,111,31 $ 2,779,937
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10. Related party transactions

Affiliates of Kohlberg Kravis Roberts & Co. (“*KKR"and Goldman, Sachs & Co.
indirectly own a substantial portion of the Compargommon stock. A Member and a Director
of KKR and a Managing Director of Goldman, Sach€é&. serve on the Company’s Board of
Directors.

Affiliates of KKR and Goldman, Sachs & Co. (amorthger entities) may be lenders
under the Company’s senior secured term loan fia¢iiierm Loan Facility”) with an original
July 2007 principal amount of $2.3 billion and @npipal balance as of April 30, 2010 of
approximately $1.96 billion. The Company paid apprately $14.8 million and $20.0 million
of interest on the Term Loan Facility during thevi@ek periods ended April 30, 2010 and May
1, 2009, respectively.

Goldman, Sachs & Co. is a counterparty to an amogiinterest rate swap with a $38
million notional amount as of April 30, 2010, emérinto in connection with the Term Loan
Facility. The Company paid Goldman, Sachs & Corapmately $4.7 million and $4.1 million
in the periods ended April 30, 2010 and May 1, 2088pectively, pursuant to this swap.

The Company entered into a sponsor advisory agneghated July 6, 2007, with KKR
and Goldman, Sachs & Co. pursuant to which thosgesnprovided management and advisory
services to the Company. Under the terms of thespoadvisory agreement, among other
things, the Company was obliged to pay to thosgientin annual management fee, initially
$5.0 million and subject to annual escalation. Teenpany completed its initial public offering
of common stock in November 2009 and concurreetigninated the advisory agreement. The
Company periodically reimburses KKR for incidergapenses incurred on behalf of the
Company. The Company reimbursed KKR for incideatgdenses of $0.1 million for the period
ended April 30, 2010 and incurred advisory fees@heér expenses for the period ended May 1,
2009 of $1.3 million. In addition, on July 6, 20@Fe Company entered into a separate
indemnification agreement with the parties to thensor advisory agreement, pursuant to w
the Company agreed to provide customary indemnidingo such parties and their affiliates.

Affiliates of KKR and Goldman, Sachs & Co. serveduaderwriters in connection with
the Company’s initial public offering of its commetock and in connection with the secondary
offering of the Company’s common stock held by @i@rexisting shareholders that was
completed in April 2010. The Company did not sklres of common stock, receive proceeds
from such shareholders’ sale of shares of comnmmrksir pay any underwriting fees in
connection with the secondary offering.

11. Subsequent events
On May 6, 2010, the Company repurchased in the omeket $50.0 million aggregate
principal amount of 10.625% senior notes due 2@¥bpice of 111.0% plus accrued and

unpaid interest. The pretax loss on this transacaifapproximately $6.5 million will be
reflected in the Company’s consolidated finandiatesnents for the second quarter of 2010.
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12. Guarantor subsidiaries

Certain of the Company’s subsidiaries (the “Guaresi) have fully and unconditionally
guaranteed on a joint and several basis the Congpahlygations under certain outstanding debt
obligations. Each of the Guarantors is a dire¢hdirect wholly-owned subsidiary of the
Company. The following consolidating schedules @nésondensed financial information on a
combined basis, in thousands.
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April 30, 2010

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel $ 93,598 $ 103,819 $ 25,292 $ - $ 222,709
Merchandise inventorie - 1,604,754 - - 1,604,754
Deferred income taxe 5,995 - 4,113 (10,108; -
Prepaid expenses and other
current assel 673,089 3,189,489 3,204 (3,754,667 111,115
Total current asse 772,682 4,898,062 32,60¢ (3,764,775 1,938,578
Net property and equipme 101,759 1,259,001 108 - 1,360,868
Goodwill 4,338,589 - - - 4,338,589
Intangible assets, n 1,200,112 76,061 - - 1,276,173
Deferred income taxe - - 38,791 (38,791 -
Other assets, n 4,555,530 8,334 297,161 (4,798,157 62,868
Total asset $ 10,968,672 $ 6,241,458 $ 368,66¢ $ (8,601,723 $ 8,977,076
LIABILITIES AND
SHAREHOLDERY EQUITY
Current liabilities:
Current portion of long-term
obligations $ 1,822 $ 1,725 3% - $ - $ 3,547
Accounts payabl 3,154,734 1,329,601 46,067 (3,741,128 789,274
Accrued expenses and ott 81,479 210,049 54,262 (13,539; 332,251
Income taxes payab 24,338 234 10,114 - 34,686
Deferred income taxes payal - 56,390 - (10,108 46,282
Total current liabilities 3,262,373 1,597,999 110,44: (3,764,775 1,206,040
Long-term obligation: 3,646,331 2,785,242 13,17¢ (3,044,864 3,399,887
Deferred income taxe 398,161 180,640 - (38,791 540,010
Other liabilities 108,657 26,547 142,78 - 277,989
Redeemable common sto 16,624 - - - 16,624
Shareholder’ equity:
Preferred stoc - - - - -
Common stocl 298,371 23,855 100 (23,955 298,371
Additional paic-in capital 2,928,855 431,253 19,90C (451,153 2,928,855
Retained earninc 339,071 1,195,922 82,263 (1,278,185 339,071
Accumulated other
comprehensive los (29,771 - - - (29,771
Total shareholde’ equity 3,536,526 1,651,030 102,26: (1,753,293 3,536,526
Total liabilities and shareholders’
equity $ 10,968,672 $ 6241458 % 368,66¢ $ (8,601,723 $ 8,977,076
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January 29, 2010

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel $ 97,620 $ 103,001 $ 21,45k $ - $ 222,076
Merchandise inventorie - 1,519,578 - - 1,519,578
Income taxes receivab 9,924 1,645 - (4,026) 7,543
Deferred income taxe 16,066 - 3,559 (19,625 -
Prepaid expenses and other
current assef 625,157 3,040,792 704 (3,570,401 96,252
Total current asse 748,767 4,665,016 25,71¢ (3,594,052 1,845,449
Net property and equipme 99,452 1,228,829 105 - 1,328,386
Goodwill 4,338,589 - - - 4,338,589
Intangible assets, n 1,201,223 83,060 - - 1,284,283
Deferred income taxe - - 36,40% (36,405) -
Other assets, n 4,288,270 8,920 297,757 (4,528,135 66,812
Total asset $ 10,676,301 $ 50985825 $ 359,98t $ (8,158,592 $ 8,863,519
LIABILITIES AND
SHAREHOLDERY EQUITY
Current liabilities:
Current portion of long-term
obligations $ 1,822 $ 1,849 3 - $ - $ 3,671
Accounts payabl 3,033,723 1,311,063 46,81¢ (3,560,651 830,953
Accrued expenses and ott 72,320 226,571 53,14¢ (9,750) 342,290
Income taxes payab 4,086 - 4,465 (4,026) 4,525
Deferred income taxes payal - 44,686 - (19,625) 25,061
Total current liabilities 3,111,951 1,584,169 104,432 (3,594,052 1,206,500
Long-term obligation: 3,645,820 2,689,492 13,17¢ (2,948,775 3,399,715
Deferred income taxe 394,045 188,532 - (36,405) 546,172
Other liabilities 115,701 40,065 146,58 - 302,348
Redeemable common sto 18,486 - - - 18,486
Shareholder’ equity:
Preferred stoc - - - - -
Common stocl 298,013 23,855 100 (23,955 298,013
Additional paic-in capital 2,923,377 431,253 19,90C (451,153 2,923,377
Retained earninc 203,075 1,028,459 75,793 (1,104,252 203,075
Accumulated other
comprehensive los (34,167 - - - (34,167,
Total shareholde’ equity 3,390,298 1,483,567 95,793 (1,579,360 3,390,298
Total liabilities and shareholders’
equity $ 10,676,301 $ 50985825 $ 359,98t $ (8,158,592 $ 8,863,519
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For the 13-weeks ended April 30, 2010

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL

STATEMENTS OF INCOME:
Net sales $ 87,464 $ 3,111,314 $ 19,648 $ (107,112 $ 3,111,314
Cost of goods sol - 2,111,558 - - 2,111,558
Gross profit 87,464 999,756 19,648 (107,112 999,756
Selling, general and administrative

expense: 79,619 721,863 14,663 (107,112 709,033
Operating profii 7,845 277,893 4,985 - 290,723
Interest incom (11,017, (2,710) (4,953) 18,674 (6)
Interest expens 79,457 11,230 5 (18,674, 72,018
Other (income) expens 145 - - - 145
Income (loss) before income tax (60,740 269,373 9,933 - 218,566
Income tax expense (benef (22,803 101,910 3,463 - 82,570
Equity in subsidiaries’ earnings, net

of taxes 173,933 - - (173,933 -
Net income $ 135,996 $ 167,463  $ 6,470 $ (173,933 $ 135,996

For the 13 weeks ended May 1, 20(
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL

STATEMENTS OF INCOME:
Net sales $ 62,846 $ 2,779,937 $ 21,473 $ (84,319 $ 2,779,937
Cost of goods sol - 1,924,579 - - 1,924,579
Gross profit 62,846 855,358 21,473 (84,319 855,358
Selling, general and administrative

expense: 57,134 643,416 14,258 (84,319 630,489
Operating profii 5712 211,942 7,215 - 224,869
Interest incom (12,542 (1,081) (4,226) 17,755 (94)
Interest expens 94,261 12,724 5 (17,755, 89,235
Other (income) expens 1,667 - - - 1,667
Income (loss) before income tax (77,674 200,299 11,436 - 134,061
Income tax expense (benef (29,690 76,830 3,915 - 51,055
Equity in subsidiaries’ earnings, net

of taxes 130,990 - - (130,990 -
Net income $ 83,006 $ 123,469 $ 7,521 $ (130,990 $ 83,006
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For the 13 weeks ended April 30, 2010

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activitie
Net income $ 135,996 $ 167,463 6,470 (173,933 $ 135,996
Adjustments to reconcile net income to net
cash provided by (used in) operating
activities:
Depreciation and amortizatic 8,518 54,724 10 - 63,252
Deferred income taxe 9,157 3,812 (2,940 - 10,029
Tax benefit of stock optior (4,806 - - - (4,806
Non-cash shar-based compensatic 4,979 - - - 4,979
Other nor-cash gains and loss 346 1,287 - - 1,633
Equity in subsidiarie’ earnings, ne (173,933 - - 173,933 -
Change in operating assets and liabili
Merchandise inventorie - (85,176 - - (85,176
Prepaid expenses and other current
assets (1,202 (12,382 81 - (13,503
Accounts payabl (16,314 (20,634 (6) - (36,954
Accrued expenses and ott 1,567 (29,844 (2,684, - (30,961
Income taxe: 34,982 1,879 5,649 - 42,510
Other 1 (28) 1 - (26)
Net cash provided by (used in) operat
activities (709) 81,101 6,581 - 86,973
Cash flows from investing activitie
Purchases of property and equipm (6,086 (84,899 (13) - (90,998
Proceeds from sale of property and
equipment - 258 - - 258
Net cash used in investing activiti (6,086 (84,641 (13) - (90,740
Cash flows from financing activitie
Issuance of common sto 285 - - - 285
Repayments of lor-term obligations - (463) - - (463)
Repurchases of equi (228) - - - (228)
Tax benefit of stock optior 4,806 4,806
Changes in intercompany note balances (2,090 4,821 (2,731 - -
Net cash provided by (used in) financ
activities 2,773 4,358 (2,731 - 4,400
Net increase (decrease) in cash and
equivalents (4,022 818 3,837 - 633
Cash and cash equivalents, beginning of
period 97,620 103,001 21,455 - 222,076
Cash and cash equivalents, end of pe $ 93,598 $ 103,819 25,292 - $ 222,709
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For the 13 weeks ended May 1, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES  ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activitie
Net income $ 83,006 $ 123,469 $ 7,521 $ (130,990 $ 83,006
Adjustments to reconcile net income to net
cash provided by (used in) operating
activities:
Depreciation and amortizatic 8,833 55,639 59 - 64,531
Deferred income taxe 9,587 4,939 935 - 15,461
Non-cash shar-based compensatic 2,938 - - - 2,938
Other nor-cash gains and loss 900 360 - - 1,260
Equity in subsidiarie’ earnings, ne (130,990 - - 130,990 -
Change in operating assets and liabili
Merchandise inventorie - (39,040 - - (39,040
Prepaid expenses and other current
assets 740 (4,118 366 - (3,012
Accounts payabl (5,886, 16,469 (5) - 10,578
Accrued expenses and ott (26,202 (21,070 (3,096 - (50,368
Income taxe: 19,012 1,215 3,109 - 23,336
Other (55) 258 - - 203
Net cash provided by (used in) operat
activities (38,117 138,121 8,889 - 108,893
Cash flows from investing activitie
Purchases of property and equipm (2,057 (49,746 (22) - (51,825
Proceeds from sale of property and
equipment - 152 - - 152
Net cash used in investing activiti (2,057 (49,594 (22) - (51,673
Cash flows from financing activitie
Issuance of common sto 620 - - - 620
Repayments of lor-term obligations - (999) - - (999)
Repurchases of equi (252) - - - (252)
Changes in intercompany note balances 80,469 (71,091 (9,378 - -
Net cash provided by (used in) financ
activities 80,837 (72,090 (9,378’ - (631)
Net increase (decrease) in cash and
equivalents 40,663 16,437 (511) - 56,589
Cash and cash equivalents, beginning of
period 292,637 64,404 20,954 - 377,995
Cash and cash equivalents, end of pe $ 333,300 $ 80,841 $ 20,443 $ - $ 434,584
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Dollar General Corporation:

We have reviewed the condensed consolidated batdmest of Dollar General
Corporation and subsidiaries (the Company) as oil 89, 2010, and the related condensed
consolidated statements of operations and casls flomthe three month periods ended April
2010 and May 1, 2009. These financial statememtshar responsibility of the Company’s
management.

We conducted our review in accordance with thedsteds of the Public Company
Accounting Oversight Board (United States). A rewig interim financial information consists
principally of applying analytical procedures andkimg inquiries of persons responsible for
financial and accounting matters. It is substalytialss in scope than an audit conducted in
accordance with the standards of the Public Compaepunting Oversight Board, the object
of which is the expression of an opinion regardimgfinancial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any naterodifications that should be me
to the condensed consolidated financial statemefesred to above for them to be in conforr
with U.S. generally accepted accounting principles.

We have previously audited, in accordance withsthedards of the Public Company
Accounting Oversight Board (United States), thesodidated balance sheet of Dollar General
Corporation as of January 29, 2010 and the relatedolidated statements of operations,
shareholders’ equity, and cash flows for the figesr then ended (not presented herein) and in
our report dated March 31, 2010, we expressed qualified opinion on those consolidated
financial statements. In our opinion, the inforroatset forth in the accompanying condensed
consolidated balance sheet as of April 30, 201faiiily stated, in all material respects, in
relation to the consolidated balance sheet frontiwhihas been derived.

/sl Ernst & Young LLP

June 8, 2010
Nashville, Tennesse
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS.

General

This discussion and analysis is based on, shoutddzewith, and is qualified in its
entirety by, the accompanying unaudited condensaddiidated financial statements and rel
notes, as well as our consolidated financial statémand the related Management’s Discussion
and Analysis of Financial Condition and Result©pkrations as contained in our Annual
Report on Form 10-K for the year ended January2@90. It also should be read in conjunction
with the disclosure under “Cautionary Disclosur@&eing Forward-Looking Statements” in
this report.

Executive Overview

We are the largest discount retailer in the Un8éates by number of stores, with 8,965
stores located in 35 states as of April 30, 201 arily in the southern, southwestern,
midwestern and eastern United States. We offeoadoselection of merchandise, including
consumable products such as food, paper and ctgpnaducts, health and beauty products and
pet supplies, and non-consumable products sucbag®sal merchandise, home decor and
domestics, and apparel. Our merchandise includgsduality national brands from leading
manufacturers, as well as comparable quality peitaand selections with prices at substantial
discounts to national brands. We offer our custaenieese national brand and private brand
products at everyday low prices (typically $10esd) in our convenient small-box (small store)
locations.

The customers we serve are value-conscious, ardri@&¢neral has always been
intensely focused on helping our customers makenibe of their spending dollars. We believe
our convenient store format and broad selectidmgii quality products at compelling values
have driven our substantial growth and financiakcegs over the years. Like other companies,
over the past two years we have been operating engironment with heightened economic
challenges and uncertainties. Consumers are faeinghigh rates of unemployment, fluctuat
food, gasoline and energy costs, rising medicak¢casid a continued weakness in housing and
credit markets, and the timetable for economicveppis uncertain. Nonetheless, as a result of
our long-term mission of serving the value-conssioustomer, coupled with a vigorous focus
on improving our operating and financial performanee remain optimistic with regard to
executing our operating priorities in 2010.

At the beginning of 2008, we defined the followilogir operating priorities on which we
remain keenly focused:

. drive productive sales growth,

. increase our gross margins,

. leverage process improvements and information tdoly to reduce costs, and
. strengthen and expand Dollar General's cultureirsg others.
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Ouir first priority is driving productive sales grtwby increasing shopper frequency
transaction amount and maximizing sales per sqoateWe have enhanced our category
management processes, allowing us to continue expgour product offerings while also
improving profitability, by adding more productiitems and eliminating unproductive items.
We are utilizing the space in our stores more pectdely by raising the height of our
merchandise fixtures and implementing more consisgace planning. In addition, we are
making significant progress in defining and imprayour store standards with a goal of
developing a consistent look and feel across atest We opportunistically extended our store
hours for our customers’ convenience and are taigébth new and existing customers with
our improved advertising circulars. Finally, weibeé we have significant potential to grow
sales through new store growth in both existing e markets. We plan to open
approximately 600 new stores in fiscal 2010, ineigdl55 stores opened in the first quarter.

Our second priority is to increase gross profiotlyh category management, distribution
efficiencies, shrink reduction, an improved pricmgdel, expansion of private brand offerings
and increased foreign sourcing. Our merchandigagithas been successful in efforts to
upgrade our merchandise selection to better semveustomers while managing our everyday
low price strategy. We constantly review our pricstrategy and work diligently to minimize
product cost increases and to remain competitive avé focused on sales of private brands,
which generally have higher gross profit rates thational brands, while we continue to offer a
wide variety of national brands to ensure an optima of product offerings. Our operations
group continues to be highly focused on all invenghrink reduction initiatives, while our
supply chain team continues its efforts to increzffieiencies, with the goal of leveraging
transportation and distribution expenses despdentancreases in fuel costs.

Our third priority is leveraging process improvenseand information technology to
reduce costs. We are committed as an organizatierttact costs that do not affect the
customer experience. Examples of cost reductidiaiivies include our focus on safety to red
workers’ compensation expense, the improvemenhefgy management in our stores through
the installation of energy management systemsraréased preventive maintenance, and the
reduction of waste management costs through rexydli cardboard. In addition, our real estate
team has had success in negotiating lease reneivads we anticipate will benefit us going
forward.

Our fourth priority is to strengthen and expandlBroGenerals culture of serving othel
For customers this means helping them “Save tiraee $honey. Every day!” by providing
clean, well-stocked stores with quality productkmat prices. For employees, this means
creating an environment that attracts and retagyseknployees throughout the organization. For
the public, this means giving back to our store wamities. For shareholders, this means
meeting their expectations of an efficiently andfgably run organization that operates with
compassion and integrity.

Focus on these priorities has resulted in imprgexformance in the first quarter of 2(
over the comparable 2009 period in many of ourfkegncial metrics, as follows. Basis points
amounts referred to below are equal to 0.01% as@eptage of sales.
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Total sales increased 11.9% to $3.11 billion. Salesmme-stores increased 6.7%
driven by increases in customer traffic and aveteggsaction amount. Average s¢
per square foot for all stores over the 52-weeklopeznded April 30, 2010 were
approximately $197, up from $185 for the comparaiier 52-week period.

Gross profit, as a percentage of sales, increas8d.1% compared to 30.8% in the
2009 period. This increase was primarily the restiltigher average markups,
partially offset by higher markdowns, and was dniby efforts to reduce our
merchandise purchase costs, including improvemersr global sourcing
capabilities, while maintaining our everyday lovicgs. Increased markups are also
impacted by strategic changes to our mix of merdis@) such as increased private
brand items.

Inventory turnover improved to 5.3 times on a r@lfour-quarter basis compared to
5.2 times for the corresponding prior year period.

Selling, general and administrative expenses, &A@s a percentage of sales, was
22.8% compared to 22.7% in the 2009 quarter. Geslaarebased compensation &
other related expenses resulting from a secondéesirg of our common stock in

the 2010 quarter totaled $15.0 million, or 48 basists. Excluding these expenses,
SG&A as a percentage of sales declined due priyn@ribur significant sales
increase.

Operating profit, as a percentage of sales, wa% @@mpared to 8.1% in the 2009
first quarter, an improvement of 125 basis poiwithout adjusting for the 48 basis
points effect of expenses resulting from the seaondffering noted above.

Interest expense decreased by $17.2 million tod@@lion in the 2010 first quarter
primarily due to a $733 million reduction of longrtn obligations since the first
guarter of 2009. Total long-term obligations ag\pfil 30, 2010 were $3.40 billion.

Net income was equal to $136.0 million, or $0.30¢ikuted share, compared to net
income of $83.0 million, or $0.26 per diluted shanethe 2009 quarter.

Cash generated from operating activities was $8ifllon. At April 30, 2010, we
had a cash balance of $222.7 million.

Also during the 2010 first quarter, we opened 1&% stores, remodeled or relocated
128 stores, and closed 18 stores, resulting inre sbunt of 8,965 on April 30, 2010.

Like other companies, we face uncertainties witiard to the future impact of healthc
reform legislation, including the Patient Protentaind Affordable Care Act and the HealthCare
and Education Reconciliation Act of 2010, signetd law in March 2010 which will likely
affect the cost associated with employer-sponspredical plans. Specifically, this legislation
requires that employers provide a minimum levetmferage for full-time employees or pay
penalties. Some of the plan coverage requiremeayshave an impact on our costs such as
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on exclusions for p-existing conditions, extension of dependent cowetagage 26, and ca

on employee premium sharing costs. Certain coegpagvisions do not go into effect until
2014, but there are a number of dependent covaragiegsurance market reforms that will take
effect immediately. Although we do not expect tlegislation will have a material effect on our
consolidated financial statements in fiscal 2016 are currently evaluating the impact it will
have on our costs in future years, and those costisl be material. Our analysis depends in part
upon future guidance yet to be developed by fedagahcies interpreting the legislation, and
estimates we develop could be significantly affédig any changes to or agency interpretation
of the legislation prior to its full implementation

The above discussion is a summary only. Readerdaéshefer to the detailed discussion
of our operating results below for the full anasysf our financial performance in the current
year period as compared with the prior year period.

Results of Operations

Accounting Periods We follow the concept of a 52-53 week fiscal ydwat ends on the
Friday nearest to January 31. The following texttams references to years 2010 and 2009,
which represent 52-week fiscal years ending or édadauary 28, 2011 and January 29, 2010,
respectively. Consequently, references to quartertpunting periods for 2010 and 2009
contained herein refer to 13-week accounting psriod

SeasonalityThe nature of our business is seasonal to a cexxaemt. Primarily because
of sales of holiday-related merchandise, salekarfaurth quarter have historically been higher
than sales achieved in each of the first threetgusof the fiscal year. Expenses and, to a gr
extent, operating income, vary by quarter. Resfles period shorter than a full year may not be
indicative of results expected for the entire y&arthermore, the seasonal nature of our bus
may affect comparisons between periods.
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The following table contains results of operatidiasa for the first 13 weeks of each
2010 and 2009, and the dollar and percentage wasaaamong those periods:

13 Weeks Ende 2010 vs. 200!
April 30, May 1, Amount %
(in millions) 2010 2009 change change
Net sales by categor
Consumable $ 22315 $ 19958 $ 2357 11.8 %
% of net sale 71.72% 71.79%
Seasona 430.1 356.5 73.6 20.6
% of net sale 13.82% 12.82%
Home product: 224.9 216.9 8.0 3.7
% of net sale 7.23% 7.80%
Apparel 224.9 210.8 14.1 6.7
% of net sale 7.23% 7.58%
Net sales 3,111.3 2,779.9 3314 11.9
Cost of goods sol 2.111.6 1,924.6 187.0 9.7
% of net sale 67.87% 69.23%
Gross profit 999.8 855.4 144.4 16.9
% of net sale 32.13% 30.77%
Selling, general and administrative exper 709.0 630.5 78.5 12.5
% of net sale 22.79% 22.68%
Operating profit 290.7 224.9 65.9 29.3
% of net sale 9.34% 8.09%
Interest incom (0.0) (0.1) 0.1 (93.6)
% of net sale (0.00)% (0.00)%
Interest expens 72.0 89.2 (17.2) (19.3)
% of net sale 2.31% 3.21%
Other (income) expen: 0.1 1.7 (1.5) (91.3)
% of net sale 0.00% 0.06%
Income before income tax 218.6 134.1 84.5 63.0
% of net sale 7.02% 4.82%
Income tax expens 82.6 51.1 31.5 61.7
% of net sale 2.65% 1.84%
Net income $ 1360 $ 830 $ 530 63.8 %
% of net sale 4.37% 2.99%
Diluted earnings per sha $ 039 $ 026 $ 0.13 50.0 %

13 WEEKS ENDED APRIL 30, 2010 AND MAY 1, 2009

Net Sales The net sales increase in the 2010 first quagféects a same-store sales
increase of 6.7% compared to the 2009 quarter. Saones include stores that have been open
for 13 months and remain open at the end of thertieyy period. For the 2010 quarter, there
were 8,362 same-stores which accounted for sal$2.8# billion. The remainder of the sales
increase was attributable to new stores, partadfiyet by sales from closed stores.

We believe that the increase in sales reflect@ntipact of various operating and
merchandising initiatives discussed in the Exeeu@werview, including the impact of
improved store standards and the expansion of eochmandise offerings, in addition to
improved utilization of store square footage, edghstore hours and improved marketing
efforts.
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Gross Profit.The gross profit rate as a percentage of sale8#&:4%6 in the 2010 firs
quarter compared to 30.8% in the 2009 first quaiitke increase in the 2010 gross profit rate
resulted primarily from higher purchase markupstiplly offset by increased markdowns dux
the acceleration of certain planogram resets. &sa@@ sales volumes and our improved global
sourcing capabilities have contributed to our &ptlb reduce product costs. In addition, our
increased mix of private brands has contributeéddceased markups. Transportation and
distribution costs increased in the 2010 quartéh higher fuel costs being the most significant
factor. Distribution costs were higher as a pe@gatof sales due to increased labor costs
primarily resulting from recent inventory managemneitiatives.

SG&A ExpenseSG&A was 22.8% as a percentage of sales in the &t @uarter
compared to 22.7% in the 2009 first quarter, aneiase of 11 basis points. SG&A in the 2010
guarter includes expenses totaling $15.0 millio&basis points, relating to a secondary
offering of our common stock during the quartecjuiling $0.7 million of legal and other
transaction expenses and $14.3 million relatinpéoacceleration of certain equity appreciation
rights. As a percentage of total sales, items pejtaffecting SG&A expense during the 2010
period include the following: costs in the 2009ipérfor productivity initiatives that did not
recur in the 2010 period and reductions in utditt®sts in general and waste management costs
in particular as a result of our recycling effodffset by overall increases in retail salaries
part to the acceleration of various merchandismitiptives resulting in higher store labor hours
as well as an increase in certain minimum wagesrate

Interest Incomelnterest income consists primarily of interest oveistments. The
decrease in interest income in the 2010 period emeapto the 2009 period was the result of
reduced investments in interest-bearing instruments

Interest ExpenseThe decrease in interest expense in the 2016¢p&om the 2009
period is due to lower outstanding borrowings, itesy from our repurchases of indebtedness in
2009.

Income Taxeslhe effective income tax rate for the 2010 peri@$\87.8% compared to
a rate of 38.1% for the 2009 period which represantet decrease of 0.3%.

Accounting Pronouncements

In June 2009 the FASB issued new accounting guelagiating to variable interest
entities. This standard amends previous standaudisemuires an enterprise to perform an
analysis to determine whether the enterprise’sabégiinterest or interests give it a controlling
financial interest in a variable interest entityesifies updated criteria for determining the
primary beneficiary, requires ongoing reassessnanigether an enterprise is the primary
beneficiary of a variable interest entity, elimesthe quantitative approach previously required
for determining the primary beneficiary of a vafeamterest entity, amends certain guidance for
determining whether an entity is a variable inteesdity, requires enhanced disclosures abo
enterprise’s involvement in a variable interesttgnand includes other provisions. This
standard was effective as of January 30, 201(yelgenning of our fiscal year. The adoption of
this guidance did not have a material impact oncomsolidated financial statements and is not
currently expected to be material in future periods
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Liquidity and Capital Resources
Credit Facilities

We have two senior secured credit facilities (tB8e€dit Facilities”) which provide
financing of up to $2.995 billion as of April 30020. The Credit Facilities consist of a $1.964
billion senior secured term loan facility (“Term &o Facility”) and a senior secured asset-based
revolving credit facility (“ABL Facility”). Total ommitments under the ABL Facility are equal
to $1.031 billion (of which up to $350.0 million @vailable for letters of credit), subject to
borrowing base availability. The ABL Facility incas borrowing capacity available for letters
of credit and for short-term borrowings referrecagoswingline loans.

The amount available under the ABL Facility (indhuglletters of credit) is subject to
certain borrowing base limitations. The ABL Fagilihcludes a “last out” tranche in respect of
which we may borrow up to a maximum amount of $QGtillion.

Borrowings under the Credit Facilities bear inteetsa rate equal to an applicable
margin plus, at our option, either (a) LIBOR or ébhase rate (which is usually equal to the
prime rate). The applicable margin for borrowing$i) under the term loan facility, 2.75% for
LIBOR borrowings and 1.75% for base-rate borrowiigsas of April 30, 2010, under the ABL
Facility (except in the last out tranche describbdve), 1.25% for LIBOR borrowings and
0.25% for base-rate borrowings; and for any lastbaurowings, 2.25% for LIBOR borrowings
and 1.25% for base-rate borrowings. The applicat@egins for borrowings under the ABL
Facility (except in the case of last out borrowinge subject to adjustment each quarter based
on average daily excess availability under the ABicility. We are also required to pay a
commitment fee to the lenders under the ABL Facibir any unutilized commitments at a rate
of 0.375% per annum. We also must pay customater let credit fees.

Under the Term Loan Facility we are required tgpseoutstanding term loans, subject
to certain exceptions, with up to 50% of our anrexaless cash flow (as defined in the credit
agreement) which will be reduced to 25% and 0%sfaghieve and maintain a total net leve
ratio of 6.0 to 1.0 and 5.0 to 1.0, respectivdhg het cash proceeds of certain non-ordinary
course asset sales or other dispositions of prgpemt the net cash proceeds of any incurrence
of debt other than proceeds from debt permitteceutite senior secured credit agreement.
Through April 30, 2010, no prepayments have beguired under the prepayment provisions
listed above. The Term Loan Facility can be prepahole or in part at any time.

We voluntarily prepaid $325.0 million of the Terman Facility in January 2010 and, as
a result, no further principal payments will beurgd prior to its maturity on July 6, 2014,
assuming no mandatory prepayment provisions aygdred before such date. There is no
amortization under the ABL Facility. The entirermipal amounts (if any) outstanding under
ABL Facility are due and payable in full at matyran July 6, 2013.

In addition, we are required to prepay the ABL kBgisubject to certain exceptions,
with the net cash proceeds of all non-ordinary sewsset sales or other dispositions of
revolving facility collateral (as defined in thenser secured credit agreement); and to the extent
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such extensions of credit exceed the then curremowing base. Through April 30, 2010,
prepayments have been required under any prepayrensions.

We may voluntarily repay outstanding loans underflerm Loan Facility or the ABL
Facility at any time without premium or penaltyhet than customary “breakage” costs with
respect to LIBOR loans.

All obligations under the Credit Facilities are anditionally guaranteed by substantiz
all of our existing and future domestic subsidigufexcluding certain immaterial subsidiaries
certain subsidiaries designated by us under ouorssacured credit agreements as “unrestricted
subsidiaries”), referred to, collectively, as UGarantors.

All obligations and related guarantees under threnTleoan Facility are secured by:

« a second-priority security interest in all existangd after-acquired inventory,
accounts receivable, and other assets arising $tarh inventory and accounts
receivable, of our company and each U.S. Guardtiter‘Revolving Facility
Collateral”), subject to certain exceptions;

« afirst-priority security interest in, and mortgagm, substantially all of our and each
U.S. Guarantor’s tangible and intangible assetseahan the Revolving Facility
Collateral); and

« afirst-priority pledge of 100% of the capital dtdweld by us, or any of our domestic
subsidiaries that are directly owned by us or dié®U.S. Guarantors and 65% of
the voting capital stock of each of our existingl dunture foreign subsidiaries that are
directly owned by us or one of the U.S. Guarantors.

All obligations and related guarantees under thé& &Bcility are secured by the
Revolving Facility Collateral, subject to certaixceptions.

The senior secured credit agreements contain a ewofiltovenants that, among other
things, restrict, subject to certain exceptions,ahility to: incur additional indebtedness; sell
assets; pay dividends and distributions or repweloair capital stock; make investments or
acquisitions; repay or repurchase subordinatecoted@ess (including the Senior Subordinated
Notes discussed below) and the Senior Notes disdussow; amend material agreeme
governing our subordinated indebtedness (incluthegSenior Subordinated Notes discussed
below) or our Senior Notes discussed below; or ghaur lines of business. The senior secured
credit agreements also contain certain customdirnynative covenants and events of default.

At April 30, 2010, we had no borrowings, $17.3 ioifl of commercial letters of credit,
and $76.6 million of standby letters of credit d¢atsling under our ABL Facility.

Senior Notes due 2015 and Senior Subordinated €dggies due 2017

As of April 30, 2010, we have $979.3 million aggaegyprincipal amount of 10.625%
senior notes due 2015 (the “Senior Notes”) outstan(teflected in our consolidated balance
sheet net of a $14.3 million discount), which matan July 15, 2015, pursuant to an indenture
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dated as of July 6, 2007 (t“senior indentur”), and $450.7 million aggregate principal ama

of 11.875%/12.625% senior subordinated toggle ndaes2017 (the “Senior Subordinated
Notes") outstanding, which mature on July 15, 2017, parg to an indenture dated as of July 6,
2007 (the “senior subordinated indenturdfe Senior Notes and the Senior Subordinated I
are collectively referred to herein as the “Noté@he senior indenture and the senior
subordinated indenture are collectively referretiéoein as the “indentures.”

Interest on the Notes is payable on January 19alydl5 of each year. Interest on the
Senior Notes is payable in cash. Cash interest@®énior Subordinated Notes accrues at a rate
of 11.875% per annum, and PIK interest (as defiveddw) accrues at a rate of 12.625% per
annum. For any interest period subsequent to thalimterest period through July 15, 2011,
may elect to pay interest on the Senior Subordihkliges (i) in cash, (ii) by increasing the
principal amount of the Senior Subordinated Noteissuing new Senior Subordinated Notes
(“PIK interest”) or (iii) by paying interest on Haif the principal amount of the Senior
Subordinated Notes in cash interest and half iniRl&rest. After July 15, 2011, all interest on
the Senior Subordinated Notes will be payable shc&hrough April 30, 2010, all interest on
the Senior Subordinated Notes has been paid in cash

We may redeem some or all of the Notes at any éitmedemption prices described or
set forth in the indentures. We also may seek, fiiome to time, to retire some or all of the Nc
through cash purchases on the open market, intplyvaegotiated transactions or otherwise.
Such repurchases, if any, will depend on prevaitiregket conditions, our liquidity
requirements, contractual restrictions and othetiofa. The amounts involved may be material.
On May 6, 2010, we repurchased in the open ma&@&0$million aggregate principal amoun
Senior Notes at a price of 111.0% plus accrueduapaid interest. The pretax loss on this
transaction of approximately $6.5 million will beflected in our consolidated financial
statements for the second quarter of 2010.

Upon the occurrence of a change of control, whéathefined in the indentures, each
holder of the Notes has the right to require ugpurchase some or all of such holder’'s Notes at
a purchase price in cash equal to 101% of the ijpahamount thereof, plus accrued and unpaid
interest, if any, to the repurchase date.

The indentures contain covenants limiting, amorngiothings, our ability and the ability
of our restricted subsidiaries to (subject to arrgxceptions): incur additional debt, issue
disqualified stock or issue certain preferred st@aly dividends on or make certain distributions
and other restricted payments; create certain bemmncumbrances; sell assets; enter into
transactions with affiliates; make payments tocasisolidate, merge, sell or otherwise dispose
of all or substantially all of our assets; or desitg our subsidiaries as unrestricted subsidiaries.

The indentures also provide for events of defatichy, if any of them occurs, would

permit or require the principal of and accruednesé on the Notes to become or to be declared
due and payable.
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Adjusted EBITD/

Under the agreements governing the Credit Fagldied the indentures, certain
limitations and restrictions could arise if we ad able to satisfy and remain in compliance
specified financial ratios. Management believesnttost significant of such ratios is the senior
secured incurrence test under the Credit Facilifibss test measures the ratio of the senior
secured debt to Adjusted EBITDA. This ratio woukskd to be no greater than 4.25to 1 to a
such limitations and restrictions. As of April W10, this ratio was 1.3 to 1. Senior secured
debt is defined as our total debt secured by l@rsmilar encumbrances less cash and cash
equivalents. EBITDA is defined as income (losshfroontinuing operations before cumulative
effect of change in accounting principle plus ietgrand other financing costs, net, provision for
income taxes, and depreciation and amortizatiojugied EBITDA is defined as EBITDA,
further adjusted to give effect to adjustments neglin calculating this covenant ratio under
Credit Facilities. EBITDA and Adjusted EBITDA aretpresentations made in accordance"
U.S. GAAP, are not measures of financial perforneamrccondition, liquidity or profitability,
and should not be considered as an alternative) togt income, operating income or any other
performance measures determined in accordancdw8hGAAP or (2) operating cash flows
determined in accordance with U.S. GAAP. AdditionaEBITDA and Adjusted EBITDA are
not intended to be measures of free cash flow famagemens discretionary use, as they do
consider certain cash requirements such as infjeagstents, tax payments and debt service
requirements and replacements of fixed assets.

Our presentation of EBITDA and Adjusted EBITDA Himsitations as an analytical tool,
and should not be considered in isolation or agatgute for analysis of our results as reported
under U.S. GAAP. Because not all companies usdiaialculations, these presentations of
EBITDA and Adjusted EBITDA may not be comparabletber similarly tittled measures of
other companies. We believe that the presentafi@B6éI DA and Adjusted EBITDA is
appropriate to provide additional information abthé calculation of this financial ratio in the
Credit Facilities. Adjusted EBITDA is a materialnaponent of this ratio. Specifically, non-
compliance with the senior secured indebtednegsaantained in our Credit Facilities could
prohibit us from making investments, incurring Bemaking certain restricted payments and
incurring additional secured indebtedness (othen the additional funding provided for under
the senior secured credit agreement and pursuapetfied exceptions).
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The calculation of Adjusted EBITDA under the Crdelitcilities is as follows

13-weeks ende 52-weeks ende
April 30, May 1, April 30, January 29,
(in millions) 2010 2009 2010 2010
Net income $ 136.0 $ 83.0 $ 3924 % 339.4
Add (subtract)
Interest incom (0.0 (0.2) (0.0) (0.1)
Interest expens 72.0 89.2 3284 345.6
Depreciation and amortizatic 60.1 61.2 240.6 241.7
Income taxe: 82.6 51.1 244.2 212.7
EBITDA 350.7 284.4 1,205.6 1,139.3
Adjustments
Loss on debt retiremen - - 55.3 55.3
(Gain) loss on hedging instrumel 0.1 0.7 (0.2) 0.5
Impact of markdowns related to inventory
clearance activities, net of purchase
accounting adjustmen - (3.5 (3.8) (7.3)
Advisory and consulting fees to affiliat 0.1 1.6 62.0 63.5
Non-cash expense for sh-based award 6.1 2.9 21.9 18.7
Indirect costs related to merger and stock
offering 0.8 4.4 7.0 10.6
Other nor-cash charges (including LIF( 1.8 0.5 7.9 6.6
Total Adjustment: 8.9 6.6 150.2 147.9
Adjusted EBITDA $ 3596 % 2910 $ 13558 $ 1,287.2

Current Financial Condition / Recent Developments

At April 30, 2010, we had total outstanding debt{uding the current portion of long-
term obligations) of approximately $3.40 billioneMad $937.1 million available for borrowing
under our ABL Facility at that date. Our liquidityeds are significant, primarily due to our debt
service and other obligations. However, we beli@wecash flow from operations and existing
cash balances, combined with availability underGhedit Facilities, will provide sufficient
liquidity to fund our current obligations, projedtevorking capital requirements and capital
spending for a period that includes the next twehmmths as well as the next several years.

Our inventory balance represented approximately 48&tur total assets exclusive of
goodwill and other intangible assets as of April 3010. Our proficiency in managing our
inventory balances can have a significant impaaumncash flows from operations during a
given fiscal year. Inventory purchases are oftenesghat seasonal in nature, such as the
purchase of warm-weather or Christmas-related naadise. Efficient management of our
inventory continues to be an important componemtusfefforts to increase gross margins.

As described in Note 7 to the condensed consoltidatancial statements, we are
involved in a number of legal actions and clainesns of which could potentially result in
material cash payments. Adverse developments sethotions could materially and adversely
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affect our liquidity. We also have certain incorag-related contingencies as more fu
described below under “Critical Accounting Policasl Estimates” and in Note 4 to the
condensed consolidated financial statements. Faegative developments could have a
material adverse effect on our liquidity.

Cash flows from operating activitie§ he most significant components of the change in
cash flows from operating activities in the 2010iqe as compared to the 2009 period were
related to working capital in general and merchsmdiventories and accounts payable in
particular. Although we continue to closely monitar inventory balances, they may fluctuate
from year to year based on new store openinggirttieg of purchases, and other factors.
Merchandise inventories increased by 6% overalhduhe first quarter of 2010 compared to a
3% overall increase during the first quarter of 20@ventory levels in our four inventory
categories in the 2010 period compared to the otispe2009 period were as follows: the
consumables category increased 7% in both peribdseasonal category increased by 7%
compared to a 1% increase; the home products agtegs virtually unchanged compared to a
decline of 4%; and apparel increased by 2% compara®2% decline. Nevertheless, on a
trailing four quarter basis, inventory turns in@ed in 2010 as compared to 2009. Accounts
payable decreased by $37.0 million in the 20100gecbmpared to an increase of $10.6 million
in the 2009 period, also reflecting the timing afghases and the related payments for
inventory. Cash flows from operating activitieglre 2010 period compared to the 2009 period
were positively impacted by our strong operatinggrenance due to greater sales and higher
gross margins, as described in more detail abogeruiiResults of Operations.”

Cash flows from investing activitieSignificant components of property and equipment
purchases in the 2010 period included the follovdapgroximate amounts: $38 million for
improvements and upgrades to existing stores; $R@®mfor new stores; $14 million for
remodels and relocations of existing stores; anchifibon for distribution and transportation
related purchases. The timing of new, remodeledrelogated store openings along with other
factors may affect the relationship between suanoms and the related property and
equipment purchases in any given period. Durin@2®) period, we opened 155 new stores
and remodeled or relocated 128 stores.

Significant components of property and equipmemtipases in the 2009 period incluc
the following approximate amounts: $35 million forprovements and upgrades to existing
stores; $9 million for new stores and $4 milliom femodels and relocations of existing stores.
During the 2009 period, we opened 104 new stordg@modeled or relocated 100 stores.

Capital expenditures for the 2010 fiscal year aoggeted to be approximately $325 to
$350 million. We anticipate funding our 2010 cabitjuirements with cash flows from
operations and if necessary, we also have signifigaailability under our ABL Facility.

Cash flows from financing activitiedVe had no borrowings or repayments under the
ABL Facility in the 2010 or 2009 periods.
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Critical Accounting Policies and Estimates

The preparation of financial statements in accardamith U.S. GAAP requires
management to make estimates and assumptiondféatraported amounts and related
disclosures. In addition to the estimates preseimédalv, there are other items within our
financial statements that require estimation, lbeitreot deemed critical as defined below. We
believe these estimates are reasonable and apgieptiowever, if actual experience differs
from the assumptions and other considerations tisedesulting changes could have a material
effect on the financial statements taken as a whole

Management believes the following policies andneates are critical because they
involve significant judgments, assumptions, andreges. Management has discussed the
development and selection of the critical accounéatimates with the Audit Committee of our
Board of Directors, and the Audit Committee haseweed the disclosures presented below
relating to those policies and estimates.

Merchandise InventoriesMerchandise inventories are stated at the loWweost or
market with cost determined using the retail lasfirst-out (“LIFO”) method. Under our retail
inventory method (“RIM”), the calculation of gropsofit and the resulting valuation of
inventories at cost are computed by applying autaled cost-to-retail inventory ratio to the
retail value of sales at a department level. THd Rlan averaging method that has been widely
used in the retail industry due to its practicalAyso, it is recognized that the use of the RIM
will result in valuing inventories at the lower @dst or market (“LCM”) if markdowns are
currently taken as a reduction of the retail valtismventories.

Inherent in the RIM calculation are certain sigrafit management judgments and
estimates including, among others, initial markuparkdowns, and shrinkage, which
significantly impact the gross profit calculation &ell as the ending inventory valuation at cost.
These significant estimates, coupled with the tiaat the RIM is an averaging process, can,
under certain circumstances, produce distortedfmpstes. Factors that can lead to distortion in
the calculation of the inventory balance include:

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

« applying the RIM to transactions over a periodimiet that include different rates of
gross profit, such as those relating to seasonathmaadise;

« inaccurate estimates of inventory shrinkage betvieemnlate of the last physical
inventory at a store and the financial statemet#;dand

e inaccurate estimates of LCM and/or LIFO reserves.
Factors that reduce potential distortion includeuke of historical experience in

estimating the shrink provision (see discussioowebhnd an annual LIFO analysis whereby all
SKUs are considered in the index formulation. Atuaktvaluation of inventory under the LIFO
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method is made at the end of each year based onvilagtory levels and costs at that time.
Accordingly, interim LIFO calculations are basedrmanagement’s estimates of expected year-
end inventory levels, sales for the year and theeeted rate of inflation/deflation for the year
and are thus subject to adjustment in the finai-gea LIFO inventory valuation. We also
perform interim inventory analysis for determinioigsolete inventory. Our policy is to write
down inventory to an LCM value based on various ag@ment assumptions including
estimated markdowns and sales required to liqusiate inventory in future periods. Inventory
is reviewed on a quarterly basis and adjusted poppate to reflect write-downs determined to
be necessary.

Factors such as slower inventory turnover due &mghs in competitors’ practices,
consumer preferences, consumer spending and unsédesaveather patterns, among other
factors, could cause excess inventory requiringtgrehan estimated markdowns to entice
consumer purchases, resulting in an unfavorabl@dign our consolidated financial stateme
Sales shortfalls due to the above factors couldeaeduced purchases from vendors and
associated vendor allowances that would also resalt unfavorable impact on our
consolidated financial statements.

We calculate our shrink provision based on acthgkjzal inventory results during the
fiscal period and an accrual for estimated shricduoring subsequent to a physical inventory
through the end of the fiscal reporting period.sTéccrual is calculated as a percentage of sales
at each retail store, at a department level, adétsrmined by dividing the book-to-physical
inventory adjustments recorded during the previagtve months by the related sales for the
same period for each store. To the extent thatesent physical inventories yield different
results than this estimated accrual, our effecthwénk rate for a given reporting period will
include the impact of adjusting the estimated tedol the actual results. Although we perform
physical inventories in virtually all of our stores an annual basis, the same stores do not
necessarily get counted in the same reporting gefimm year to year, which could impact
comparability in a given reporting period.

Our estimates and assumptions related to merchleamiisntories have generally been
accurate in recent years and we do not currentigipate material changes in these estimates
and assumptions.

Goodwill and Other Intangible AsseWe amortize intangible assets over their estim
useful lives unless such lives are deemed indefitfiimpairment indicators are noted,
amortizable intangible assets are tested for impant based on projected undiscounted cash
flows, and, if impaired, written down to fair valbased on either discounted projected cash
flows or appraised values. Future cash flow pragestare based on management’s projections.
Significant judgments required in this testing @s& may include projecting future cash flows,
determining appropriate discount rates and oth&rraptions. Projections are based on
management’s best estimates given recent finaperédrmance, market trends, strategic plans
and other available information and in recent yéange been materially accurate. Although not
currently anticipated, changes in these estimatdsaasumptions could materially affect the
determination of fair value or impairment. Futundicators of impairment could result in an
asset impairment charge.
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Under accounting standards for goodwill and oth&arigible assets, we are requires
test such assets with indefinite lives for impaintn@nnually, or more frequently if impairment
indicators occur. The goodwill impairment test isva-step process that requires manageme
make judgments in determining what assumptionséoimi the calculation. The first step of the
process consists of estimating the fair value ofreporting unit based on valuation techniques
(including a discounted cash flow model using rexeand profit forecasts) and comparing that
estimated fair value with the recorded carryingiealwhich includes goodwill. If the estimated
fair value is less than the carrying value, a sdaiap is performed to compute the amount of
the impairment by determining an “implied fair valwf goodwill. The determination of the
implied fair value of goodwill would require us é&tlocate the estimated fair value of our
reporting unit to its assets and liabilities. Amatlocated fair value represents the implied fair
value of goodwill, which would be compared to isresponding carrying value.

The impairment test for indefinite-lived intangitdssets consists of a comparison of the
fair value of the intangible asset with its carg/eimount. If the carrying amount of an
indefinite-lived intangible asset exceeds its f@ilue, an impairment loss is recognized in an
amount equal to that excess.

We are not currently projecting a decline in cdstv$ that could be expected to have an
adverse effect such as a violation of debt covenantuture goodwill impairment charges.

Property and EquipmentProperty and equipment are recorded at cost. Mlggour
assets into relatively homogeneous classes andajgnarovide for depreciation on a straight-
line basis over the estimated average useful fiEmoh asset class, except for leasehold
improvements, which are amortized over the lesktdrenapplicable lease term or the estimated
useful life of the asset. Certain store and warsbadixtures, when fully depreciated, are
removed from the cost and related accumulated digi@n and amortization accounts. The
valuation and classification of these assets aa@#signment of depreciable lives involves
significant judgments and the use of estimatesciwhave been materially accurate in recent
years.

Impairment of Long-lived Assedle review the carrying value of all long-lived dsse
for impairment at least annually, and whenever ts/enchanges in circumstances indicate that
the carrying value of an asset may not be recol@riabaccordance with accounting standards
for impairment or disposal of long-lived assets,redew for impairment stores open for
approximately two years or more for which recershctiows from operations are negative.
Impairment results when the carrying value of tbgets exceeds the estimated undiscounted
future cash flows over the life of the lease. Catmeate of undiscounted future cash flows over
the lease term is based upon historical operatibtise stores and estimates of future store
profitability which encompasses many factors thiatsabject to variability and are difficult to
predict. If a long-lived asset is found to be impdi the amount recognized for impairment is
equal to the difference between the carrying vahuthe asset’s estimated fair value. The fair
value is estimated based primarily upon projectedré cash flows (discounted at our credit
adjusted riskree rate) or other reasonable estimates of farketaalue in accordance with U
GAAP.
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Insurance Liabilities. We retain a significant portion of the risk farravorker’
compensation, employee health, property loss, apiddeand general liability. These represent
significant costs primarily due to our large em@eyase and number of stores. Provisions are
made to these liabilities on an undiscounted Hassed on actual claim data and estimates of
incurred but not reported claims developed usirigaat@al methodologies based on historical
claim trends, which have been and are anticipatedntinue to be materially accurate. If future
claim trends deviate from recent historical pateme may be required to record additional
expenses or expense reductions, which could beriadateour future financial results.

Contingent Liabilities — Income Taxdscome tax reserves are determined using the
methodology established by accounting standardsimglto uncertainty in income taxes. These
standards require companies to assess each inaarpedition taken using a two step proces
determination is first made as to whether it is enldeely than not that the position will be
sustained, based upon the technical merits, upamigation by the taxing authorities. If the tax
position is expected to meet the more likely thanariteria, the benefit recorded for the tax
position equals the largest amount that is grehtar 50% likely to be realized upon ultimate
settlement of the respective tax position. Uncertax positions require determinations and
estimated liabilities to be made based on provssmirthe tax law which may be subject to
change or varying interpretation. If our determimag and estimates prove to be inaccurate, the
resulting adjustments could be material to ourrifinancial results.

Contingent Liabilities - Legal MattersWe are subject to legal, regulatory and other
proceedings and claims. We establish liabilitieagsropriate for these claims and proceedings
based upon the probability and estimability of &ssand to fairly present, in conjunction with
the disclosures of these matters in our finan¢&ksents and SEC filings, management’s view
of our exposure. We review outstanding claims andgredings with external counsel to assess
probability and estimates of loss. We re-evalulagsé assessments on a quarterly basis or as
new and significant information becomes availablddétermine whether a liability should be
established or if any existing liability should &dgjusted. The actual cost of resolving a claim or
proceeding ultimately may be substantially différgran the amount of the recorded liability. In
addition, because it is not permissible under GBSAP to establish a litigation liability until t
loss is both probable and estimable, in some dases may be insufficient time to establish a
liability prior to the actual incurrence of the $o&ipon verdict and judgment at trial, for exan
or in the case of a quickly negotiated settlement).

Lease Accounting and Excess Facilitiddany of our stores are subject to build-to-suit
arrangements with landlords, which typically caargrimary lease term of 10-15 years with
multiple renewal options. We also have stores stiftgeshorter-term leases (usually with initial
or current terms of 3 to 5 years), and many ofélHeases have multiple renewal options. As of
January 29, 2010, approximately 38% of our stoegsgrovisions for contingent rentals based
upon a percentage of defined sales volume. We neo®gontingent rental expense when the
achievement of specified sales targets is congiden@bable. We recognize rent expense over
the term of the lease. We record minimum rentakegp on a straight-line basis over the base,
non-cancelable lease term commencing on the datevihtake physical possession of the
property from the landlord, which normally includegeriod prior to store opening to make
necessary leasehold improvements and install iduees. When a lease contains a
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predetermined fixed escalation of the minimum rem recognize the related rent expense
straight-line basis and record the difference betwide recognized rental expense and the
amounts payable under the lease as deferred remant allowances, to the extent received, are
recorded as deferred incentive rent and amortigedraduction to rent expense over the term of
the lease. We reflect as a liability any differebe¢ween the calculated expense and the am
actually paid. Improvements of leased propertiesaanortized over the shorter of the life of the
applicable lease term or the estimated usefublifine asset.

For store closures (excluding those associatedamithsiness combination) where a l¢
obligation still exists, we record the estimatetiifa liability associated with the rental
obligation on the date the store is closed in atamace with accounting standards for costs
associated with exit or disposal activities. Bage@n overall analysis of store performance and
expected trends, management periodically evaldléseed to close underperforming stores.
Liabilities are established at the point of closiarethe present value of any remaining operating
lease obligations, net of estimated sublease incanteat the communication date for sever:
and other exit costs. Key assumptions in calcudatne liability include the timeframe expected
to terminate lease agreements, estimates relatbd sublease potential of closed locations, and
estimation of other related exit costs. Historigathese estimates have not been materially
inaccurate; however, if actual timing and potertgaiination costs or realization of sublease
income differ from our estimates, the resultindpilities could vary from recorded amounts.
These liabilities are reviewed periodically andustifd when necessary.

Share-Based Payment®ur sharézased stock option awards are valued on an incil
grant basis using the Black-Scholes-Merton closeah foption pricing model. We believe that
this model fairly estimates the value of our shasmeed awards. The application of this valuation
model involves assumptions that are judgmentalhégialy sensitive in the valuation of stock
options, which affects compensation expense relatéiiese options. These assumptions inc
an estimate of the fair value of our common sttlo&,term that the options are expected to be
outstanding, an estimate of the volatility of otack price (which is based on a peer group of
publicly traded companies), applicable interestsatnd the dividend yield of our stock. Our
volatility estimates are based on a peer grouptawoerr initial public offering in November 20
and therefore our stock has been publicly traded felatively limited period of time. Other
factors involving judgments that affect the expegwf share-based payments include estimated
forfeiture rates of share-based awards. Histogictillese estimates have not been materially
inaccurate; however, if our estimates differ mat@rifrom actual experience, we may be
required to record additional expense or reductadrexpense, which could be material to our
future financial results.

Fair Value Measurement8/e measure fair value of assets and liabilitiesdoordance
with applicable accounting standards, which reqthieg fair values be determined based on the
assumptions that market participants would useioing the asset or liability. These standards
establish a fair value hierarchy that distinguishetsveen market participant assumptions based
on market data obtained from sources independaheakporting entity (observable inputs that
are classified within Levels 1 and 2 of the hieng)cand the reporting entity’s own assumptions
about market participant assumptions (unobservaplgs classified within Level 3 of the
hierarchy). Therefore, Level 3 inputs are typicdlsed on an entity’own assumptions, as th
is little, if any, related market activity, and grequire the use of significant judgment and
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estimates. Currently, we have no assets or ligslihat are valued based solely on Lev
inputs.

Our fair value measurements are primarily assotiadén our derivative financial
instruments, intangible assets, property and egepnand to a lesser degree our investments.
The values of our derivative financial instrumesuts determined using widely accepted
valuation techniques, including discounted casWw #imalysis on the expected cash flows of «
derivative. This analysis reflects the contracteains of the derivatives, including the period to
maturity, and uses observable markased inputs, including interest rate curves. Hirevalues
of interest rate swaps are determined using th&ehatandard methodology of netting the
discounted future fixed cash payments (or receants)the discounted expected variable cash
receipts (or payments). The variable cash recégptgayments) are based on an expectation of
future interest rates (forward curves) derived frabservable market interest rate curves. In
recent years, these methodologies have producestiaigt accurate valuations.

Derivative Financial Instrument&Ve account for our derivative instruments in
accordance with accounting standards for derivatisguments (including certain derivative
instruments embedded in other contracts) and hgdgitivities, as amended and interpreted,
which establish accounting and reporting requirdséar such instruments and activities. Th
standards require that every derivative instrurbentecorded in the balance sheet as either an
asset or liability measured at its fair value, #mat changes in the derivative’s fair value be
recognized currently in earnings unless specifageeaccounting criteria are met. See “Fair
Value Measurements” above for a discussion of déxig valuations. Special accounting for
gualifying hedges allows a derivative’s gains amskes to either offset related results on the
hedged item in the statement of operations or beraalated in other comprehensive income,
and requires that a company formally document gihede, and assess the effectiveness of
transactions that receive hedge accounting. Weleseative instruments to manage our
exposure to changing interest rates, primarily witkrest rate swaps.

In addition to making valuation estimates, we dlsar the risk that certain derivative
instruments that have been designated as hedgesigrdtly meet the strict hedge accounting
requirements may not qualify in the future as “lygtffective,” as defined, as well as the risk
that hedged transactions in cash flow hedgingiogiships may no longer be considered
probable to occur. Further, new interpretations guidance related to these instruments may be
issued in the future, and we cannot predict theiptessimpact that such guidance may have on
our use of derivative instruments going forward.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK.

There have been no material changes to the disel®selating to this item from those
set forth in our Annual Report on Form 10-K for fieeal year ended January 29, 2010.

ITEM 4T. CONTROLS AND PROCEDURES.

(@) Disclosure Controls and Procedurednder the supervision and with the
participation of our management, including our pipal executive officer and principal financ
officer, we conducted an evaluation of our disctestontrols and procedures, as such term is
defined under Rule 13a-15(e) or 15d-15(e) promeldainder the Securities Exchange Act of
1934, as amended (the “Exchange Act”). Based anetvéluation, our principal executive
officer and our principal financial officer concled that our disclosure controls and procedures
were effective as of the end of the period covénethis report.

(b) Changes in Internal Control Over Financial Repogin There have been no
changes in our internal control over financial itjpg (as defined in Exchange Act Rule 13a-15
(f)) during the quarter ended April 30, 2010 thavé materially affected, or are reasonably
likely to materially affect, our internal controver financial reporting.

PART [I—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

The information contained in Note 7 to the unawtitendensed consolidated financial
statements under the heading “Legal proceedingstageed in Part |, Item 1 of this Form 10-Q
is incorporated herein by this reference.

ITEM 1A. RISK FACTORS.

There have been no material changes to the disel®selating to this item from those
set forth in our Annual Report on Form 10-K for fieeal year ended January 29, 2010.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF
PROCEEDS.

The following table contains information regardmgrchases of our common stock m
during the quarter ended April 30, 2010 by or ohdleof Dollar General or any “affiliated
purchaser,” as defined by Rule 10b-18(a)(3) ofSkeurities Exchange Act of 1934:

Total Number Maximum Number

of Shares Purchased as of Shares that May

Total Number Average Part of Publicly Yet Be Purchased

of Shares Price Paid Announced Plans or Under the Plans or

Period Purchased (a) per Share Programs Programs

01/30/1(-02/28/10 310,86¢ $ 22.5¢ - -
03/01/1(-03/31/10 24,911 $ 2292 - -
04/01/1(-04/30/10 90,627 $ 26.6€ - -
Total 426,40 $ 23.4t - -

(a) Represents 10,858 shares repurchased fronogeds pursuant to the terms of management stocitwld
agreements and 415,545 shares accepted in lieasbfto pay employee exercise price and/or taxes in
connection with stock options exercis

ITEM 6. EXHIBITS.

See the Exhibit Index immediately following thergagure page hereto, which Exhibit
Index is incorporated by reference as if fully fegth herein.

41




CAUTIONARY DISCLOSURE REGARDING FORWARD -LOOKING STATEMENTS

We include “forward-looking statements” within theeaning of the federal securities
laws throughout this report, particularly under ‘ddgement’s Discussion and Analysis of
Financial Condition and Results of Operations” &ibte 7. Commitments and Contingencies.”
You can identify these statements because theyaranited to historical fact or they use
words such as “may,” “will,” “should,” “expect,” ‘Elieve,” “anticipate,” “project,” “plan,”
“estimate,” “objective,” “intend,” or “could,” andimilar expressions that concern our strategy,
plans, intentions or beliefs about future occuresnar results. For example, statements relating
to estimated and projected expenditures, cash fleegsilts of operations, financial condition
liquidity; plans and objectives for future operato growth or initiatives; and the expected
outcome or effect of pending or threatened litigatr audits are forward-looking statements.

Forward-looking statements are subject to risksianmbrtainties that may change at any
time, so our actual results may differ materiatlyni those that we expected. We derive many of
these statements from our operating budgets aeddsts, which are based on many detailed
assumptions that we believe are reasonable. Howgvwewrery difficult to predict the effect of
known factors, and we cannot anticipate all factbas could affect our actual results.

Important factors that could cause actual resaltiiffer materially from the expectatio
expressed in our forward-looking statements incluwdthout limitation

« failure to successfully execute our growth strateggiuding delays in store growth,
difficulties executing sales and operating proférgin initiatives and inventory
shrinkage reduction;

« the failure of our new store base to achieve salesoperating levels consistent with
our expectations;

« risks and challenges in connection with sourcingamendise from domestic and
foreign vendors, as well as trade restrictions;

« our level of success in gaining and maintainingadroarket acceptance of our
private brands and in achieving our other initiesiv

« unfavorable publicity or consumer perception of products;
« our debt levels and restrictions in our debt agerEs)

« economic conditions, including their effect on fimancial and capital markets, our
suppliers and business partners, employment les@tsumer demand, disposable
income, credit availability and spending patternfation; and the cost of goods;

« increases in commodity prices (including, withaotitation, cotton, oil, paper and
resin);
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levels of inventory shrinkage;
seasonality of our business;

increases in costs of fuel or other energy, trartapon or utilities costs and in the
costs of labor, employment and health care;

the impact of changes in or noncompliance with gowveental laws and regulations
(including, but not limited to, product safety, likaare and unionization) and
developments in or outcomes of legal proceedimygstigations or audits;

disruptions in our supply chain including, withdimitation, a decrease in
transportation capacity for overseas shipments;

damage or interruption to our information systems;

changes in the competitive environment in our imguand the markets where we
operate;

natural disasters, unusually adverse weather gondjtpandemic outbreaks,
boycotts, war and geo-political events;

the incurrence of material uninsured losses, exgegssurance costs, or accident
COSts;

our failure to protect our brand name;

our loss of key personnel or our inability to haditional qualified personnel;
interest rate and currency exchange fluctuations;

our failure to maintain effective internal controls

changes to income tax expense due to changesntegoretation of tax laws, or as a
result of federal or state income tax examinations;

changes to or new accounting guidance, such agebda lease accounting guida
or a requirement to convert to international finahweporting standards;

factors disclosed under “Risk Factors” in Partém 1A of our Form 10-K for the
fiscal year ended January 29, 2010;

factors disclosed elsewhere in this document (dholy, without limitation, in
conjunction with the forward-looking statementsiiselves and under the heading
“Critical Accounting Policies and Estimates”) artther factors.
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All written and oral forwar-looking statements are expressly qualified in teetirety
by these and other cautionary statements that e fram time to time in our other SEC filin
and public communications. You should evaluate &daooking statements in the context of
these risks and uncertainties. These factors magamtain all of the material factors that are
important to you. We cannot assure you that wernadlize the results or developments we
anticipate or, even if substantially realized, tinaty will result in the consequences or affect us
or our operations in the way we expect.

The forward-looking statements included in thisare@re made only as of the date
hereof. We undertake no obligation to publicly updar revise any forward-looking statement
as a result of new information, future events tieowise, except as otherwise required by law.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has
duly caused this report to be signed on its bdhathe undersigned thereunto duly authorized,
both on behalf of the Registrant and in his capaastprincipal financial and accounting officer
of the Registrant.

DOLLAR GENERAL CORPORATION

Date:June 8, 201! By: /s/ David M. Tehle

David M. Tehle
Executive Vice President and Chief Financial Offi
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4.1

4.2

4.3

4.4

4.5

4.6

4.7

EXHIBIT INDEX

Fourth Supplemental Indenture to the Senidemture, dated as of March 25, 2010,
between the Guaranteeing Subsidiaries referenegdithand U.S. Bank National
Association, as trustee (incorporated by refereodexhibit 4.18 to Dollar General
Corporation’s Registration Statement on Form Se@lfwith the SEC on March 31, 2010
(file number 33-165799))

Fourth Supplemental Indenture to the Senior Subatdd Indenture, dated as of Ma
25, 2010, between the Guaranteeing Subsidiariesarted therein and U.S. Bank
National Association, as trustee (incorporateddigrence to Exhibit 4.25 to Doll
General Corporation’s Registration Statement omF8¢3 filed with the SEC on March
31, 2010 (file number 3:-165799))

Supplement No. 4, dated as of March 25, 2010,eéd3bharantee to the Credit Agreem:e
between the New Guarantors referenced therein @ p North America, Inc., as
Collateral Agent (incorporated by reference to Bx.33 to Dollar General
Corporation’s Registration Statement on Form Segifwith the SEC on March 31, 2010
(file number 33-165799))

Supplement No. 4, dated as of March 25, 2@lthe Security Agreement, between the
New Grantors referenced therein and Citicorp Néwtherica, Inc., as Collateral Age
(incorporated by reference to Exhibit 4.38 to DoEeneral Corporation’s Registration
Statement on Form-3 filed with the SEC on March 31, 2010 (file numB8&£-165799))

Supplement No. 4, dated as of March 25, 2010,ad’ledge Agreement, between
Additional Pledgors referenced therein and Citiddgeth America, Inc., as Collateral
Agent and Citicorp North America, Inc., as Collalekgent (incorporated by reference to
Exhibit 4.43 to Dollar General Corporation’s Remasibn Statement on Form S-3 filed
with the SEC on March 31, 2010 (file number -165799))

Supplement No. 3, dated as of March 30, 2010,dd3harantee to the ABL Cre
Agreement, between the New Guarantors referenegdithand Wells Fargo Retail
Finance, LLC, as ABL Collateral Agent (incorporatgdreference to Exhibit 4.49 to
Dollar General Corporation’s Registration Statenenform S-3 filed with the SEC on
March 31, 2010 (file number 3-165799))

Supplement No. 4, dated as of March 30, 2010,e0AMBL Security Agreement, betwe
the New Grantors referenced therein and Wells FRegfail Finance, LLC, as ABL
Collateral Agent (incorporated by reference to Bx.54 to Dollar General
Corporation’s Registration Statement on Form Segifwith the SEC on March 31, 2010
(file number 33-165799))
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10.1

10.2

10.3

10.4

15

31

32

Amended and Restated Employment Agreemeetttefé April 23, 2010, by and between
Dollar General Corporation and Richard Dreilingcrporated by reference to Exhibit
99.1 to Dollar General Corporation’s Current Reort~orm 8-K dated April 23, 2010,
filed with the SEC on April 27, 2010 (file numbed1-11421))

Stock Option Agreement dated April 23, 2010, by bativeen Dollar Gener

Corporation and Richard Dreiling (incorporated bference to Exhibit 99.2 to Dollar
General Corporation’s Current Report on Form 8-keda\pril 23, 2010, filed with the
SEC on April 27, 2010 (file number (-11421))

Dollar General Corporation 2010 Teamshare Bonugram for Named Executiv
Officers

Second Amendment to Management Stockh’'s Agreements, effective June 3, 2(
Letter re unaudited interim financial informati
Certifications of CEO and CFO under Exchange AdeRi3e14(a)

Certifications of CEO and CFO under 18 U.S.C. 1
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DG teamshare

The Teamshare Plan is designed to encourage hifripance and reward employee contributions taGbmpany’s success.

YOUR 2010 TEAMSHARE PLAN

Provided the Company'’s fiscal 2010 adjusted EBIT&W ROIC results are above threshold, you will lmghge to receive a
Teamshare bonus. The adjusted EBITDA and ROIG@wif Teamshare are weighted 90% and 10%, ragphct

Unless required by contract, no officer is eligitdaeceive a bonus if that officer receives ansatisfactory” overall performance
rating, and payment of any bonus is in the Comp@rs&ommittee’s discretion if the officer receivesneeds improvementverall
performance rating.

Please refer to the 29 page for program guidelines and individual eligibilty requirements.

Company Financial Measures

Payout Adjusted _ Your Bonus
Levels* EBITDA Adjusted | Opportunity
(in millions) ROIC

Threshold $ %

%

%

%

Target $
200% of Target| $
$

Above 200% of
Target
*Payout for financial performance between “pay@awels” and up to 200% will be prorated accordingbove 200%, individual payouts will increase opra rata

basis by up to 11.38% of target for every 1% inseeia adjusted EBITDA and adjusted ROIC, alloc&e% to adjusted EBITDA and 10% to adjusted ROIG@ N
individual bonus may exceed $5 million.

| B B B

EBITDA and ROIC

EBITDA is E arningsB eforel nterest,T axes,D epreciation, ané mortization and is a financial indicator used taleate a
Company’s performance. It is a reflection of a @amy’s underlying cash earnings without the effectsrevious expenditures
(depreciation), financing decisions (interest) and-cash accounting adjustments (amortization)taxes.

Our Compensation Committee may adjust the EBITDIaudation for certain factors.

ROIC is R eturnO n | nvestedC apital and is a financial indicator used to deteertiow well the Company generates earnings from
its investments. The Compensation Committee msy adljust the ROIC calculation for certain factors.

Plan information is proprietary and confidentigdEmployees are reminded that they may not discltese iRformation relating to th
Company’s financial goals or performance.




TEAMSHARE GUIDELINES

ELIGIBILITY
To receive an incentive payment, an employee mesteachof the following criteria:

1. Be an active regular, full-time or part-time St@epport Center or DC employee during fiscal 2010.

2. Be employed with Dollar General through the enthefbonus period and on the date of bonus payout.*
*Unless otherwise required by state law.
Estates will be eligible for bonus payment if thepéoyee's death occurs on or after the end ofiivalfyear.

3. Must have received a year-end performance ratiriGodd” or better. Employees rated “Needs Improeathare eligible
at the discretion of the Compensation Committempleyees rated “Unsatisfactory” are ineligible.

BONUS PRORATION
Bonuses are prorated based on the number of mantbmployee is actively employed in an eligibleifpms during the fiscal year.
An employee must be hired/rehired and be actieatployed on or before the 15th of the month toiveceredit for the month.

Example:

Jane Doe was hired on June 20

The 15th of the month has passed; Jane will n&ivecredit for June

Jane will receive credit for July— January & walceive a prorated bonus for 7 months

Employees on leave are eligible for a pro-ratechpeayt based on the number of months (to be calecliate manner determined by
the company) worked in an eligible position durthg fiscal year provided employment has not beamiteted before the end of the
bonus period and the date of bonus payment, untesswise required by law.

POSTION AND SALARY CHANGES

Employees who work in positions with different berlavels during the fiscal year and/or experienchange in salary after April 1,
are eligible for a prorated bonus based on the $opportunity for the time in each position, salang planNote: Eligibility
requirements must be met in the applicable plarteive a bonus from that plan.

Example:
lAnalyst from February 2—June 12 = 4/12 based ofyahbonus opportunity and analyst salary
Sr. Analyst from June 13—January 30 = 8/12 basest.omnalyst bonus opportunity and sr. analystgala

REHIRED EMPLOYEES

Employees who leave the Company and are rekiueithg the same fiscal year will be bonus eligilotem the date of rehirenless
rehired within 30 days from the date of terminati@ervice will be bridged for persons who are afag the Company less than
days. Persons who are rehired after 30 days fafgi bonus amount earned during the fiscal year t termination.

BONUS PAYOUT
To allow time for accounting and administrative dilamg, bonuses will be paid as soon as adminis&tipossible, but no later than
April 15.

The IRS considers incentive payments as suppleieatges. In accordance with IRS guidelines, DdBaneral will withhold federal
income taxes at the supplemental rate (currentBbéished at 25%). In addition, this payment wél $ubject to applicable social
security, Medicare, state and local taxes. Volynteeductions (e.g. health insurance, 401Kk, etit.net be deducted from this amount.
here required by law, specific garnishments (elgld support) may be deducted, as appropriade this amount. Certain state la
require incentive payments be held for up to 30sd&ier the check date pending review of applicahlil support garnishments. Aftq
he Company receives naotification for the statédchiipport agencies regarding whether part offathe impacted employee’s incenti
payment should be paid toward child support, then@any will pay any remaining incentive funds witle thext regular payroll.

[ I

Dollar General reserves the right to adjust, amenguspend the Teamshare program at any time,
including, but not limited to, unforeseen events.



SECOND AMENDMENT TO MANAGEMENT STOCKHOLDER 'S AGREEMENTS
(THIS “ AMENDMENT ")

Effective June 3, 2010

WHEREAS, Dollar General Corporation a Tennesseep@ation (the *
Company”), and Buck Holdings, L.P., a Delaware limited tp@rship (* Parent’), have
previously entered into a number of Management Kdtolder's Agreements (all su
agreements, as amended through the date herelactoaly, the “Management Stockholde
Agreements’) with certain individuals who are key employees lué Company or one of
subsidiaries (the * Management Stockholdgrand

WHEREAS, in connection with the secondary offerftige “ Secondary Offerin
") of shares of Common Stock made pursuant to th@anys Registration Statement on Fc
S-3 (Registration No. 33B865800), including a prospectus supplement datedl Ap, 2010 t
the prospectus contained therein dated March 310,26ach Management Stockholder
either contractually entitled to exercise or wadumtarily extended the right to exerc
Piggyback Registration Rights pursuant to Sectioof%he Agreement (the April 201C
Piggyback Right$); and

WHEREAS, the Company and Parent deem it desiralileirathe bests intere
of the Company and its shareholders to allow th@ddament Stockholders to continue to |
the right to exercise Piggyback Registration Rightth respect to the number of share:
Common Stock subject to the April 2010 Piggybaclgh®& that were not sold by st
Management Stockholder in connection with the Sdapn Offering upon the occurrence
future sales of Common Stock by any of the Invesiar accordance with the terms of
Registration Rights Agreement; and

WHEREAS, the Company and Parent deem it desiraideirathe best intere:
of the Company and its shareholders to furthemalBenior Management Stockholders an
Piggyback Registration Rights are voluntarily exes to such person, any Manager
Stockholder who is not a Senior Management Stoddrplin connection with any futt
Piggyback Registration Rights to the extent notr@sed in connection with the offering
which such Piggyback Registration Rights arisecdatinue to have Piggyback Registra
Rights in each further future sale of Common Stglany of the Investors in accordance \
the terms of the Registration Rights Agreement wepect to the shares of Common Stocl
sold in connection with any prior offering; and

WHEREAS, Section 16 of the Management Stockholdgmseements provids
that the Management Stockholders Agreements maynsnded by the Company, subject tc
conditions specified therein, at any time upon geto the Management Stockholders the
and

WHEREAS, the Company and Parent desire to amend Mla@agemel
Stockholders Agreements for the benefit of the M@maent Stockholders as provided herein.

NOW, THEREFORE, in consideration of the mutual agnents specified in tt
Amendment, the parties hereto hereby agree asvillo

1. Amendment to Management Stockholders Agreesnenta) The firs
sentence of Section 9(a) of the Management Stodkh®IAgreements is hereby amende
inserting the words “, to any Management Stockholdeo holds Banked Sharesfimediatel
after the phrase The Parties agree to be bound, with respect to oBelianagemel
Stockholders” in the first sentence thereof.







(b) The last sentence of Section 9(a) of the Mamamnt Stockholders Agreement
hereby amended and restated in its entirety to asddllows:

All Stock purchased or held by the applicable Mamagnt Stockholder
Entities pursuant to this Agreement shall be deerteedbe “ Registrable
Securities” as defined in the Registration Rightge®ment except for Stock that
is subject to the Waiver dated December 9, 2009 exuept for Stock that is
subject to any other existing or future completeveraof the transfer restrictions
set forth in Section 2(a) and Section 3 hereof (t&iver Stock’).

(b) The first sentence of Section 9(b) of the Managdr8émckholders Agreements
hereby amended by inserting the words “or who o®asked Sharesimmediately following
the words “has decided to extend the PiggybackdRegion Rights”.

(c) Section 9(c) of the Management Stockholders Agredsns hereby amended ¢
restated in its entirety to read as follows:

The maximum number of shares of Stock which will tegistered
pursuant to a Request will be the lowest of the amsdetermined in accordance
with (i), (i) or (iii) below:

() the sum of the Banked Shares plus the amoutermiéed by
multiplying the number derived in accordance wift) pelow by the
number derived in accordance with (2) below:

(1) the difference between (A) the number of sharks
Stock then held by the Management Stockholder iEsgfit
including all shares of Stock which the Managentgtaickholder
Entities are then entitled to acquire under unegedcOptions to
the extent then exercisable minus (B) the Banket€dhminus (C)
the Waiver Stock, and

(2) a fraction, the numerator of which is the aggte
number of shares of Stock being sold by holderfkegistrable
Securities and the denominator of which is theedéhce between
the aggregate number of shares of Stock owned dé¥dkders of
Registrable Securities minus the Waiver Stock; or

(i) the maximum number of shares of Stock whidte t
Company can register in connection with such Requesthe
Proposed Registration without adverse effect onatiering in the
view of the managing underwriters (reduced pro mamore fully
described in subsection (d) of this Section 9); or

(i) the maximum number of shares which the Senior
Management Stockholder (pro rata based upon theegag number
of shares of Stock the Senior Management Stockhalale all Other




Management Stockholders who are Senior Managenteonki®lders
have requested to be registered) is permitted ¢gostex under the
Piggyback Registration Rights.

For purposes of this Agreement, the “ Banked Shasksll mean, with respect
the Management Stockholder Entities, a number afeshequal to the difference betw
(x) the aggregate number of shares of Stock whienManagement Stockholder Enti
could have sold in connection with the exerciséhefr Piggyback Registration Rights
all registrations giving rise to Piggyback Registna Rights of the Manageme
Stockholder Entities, whether contractual or voduity extended to the Managem
Stockholder Entities pursuant to this Section ®@the extent provided herein occurt
on or after January 1, 2010 (collectively, the ioPRegistrations) if such Manageme
Stockholder Entities had exercised their Piggyb&gistration Rights in full i
connection with the Prior Registration minus (yg tiggregate number of shares of S
sold by the Management Stockholder Entities insalth Prior Registrations. For
avoidance of doubt, in connection with any PropdRedistration with respect to whi
Piggyback Registration Rights are not extended yaunts to the terms hereof tc
Management Stockholder who is not a Senior Managent&tockholder, suc
Management Stockholder may only make a Requesbrmmexction with such Propos
Registration with respect to the Banked Sharesafiy) and if such Managem:
Stockholder makes a Request, the Banked Sharels fingburposes of that Propos
Registration, replace the amount of Stock describetause (i) above.

2. Governing Law. The laws of the State of Tennessee applicableotdract
executed and to be performed entirely in such staégdl govern the interpretation, validity
performance of the terms of this Amendment.

3. Counterparts This Amendment may be executed in counterpams] b
different parties on separate counterparts, eagfhath shall be deemed an original, but all ¢
counterparts shall together constitute one anddhge instrument.

4. No Other Amendments Except to the extent expressly amended by
Amendment, all terms of the Management Stockholdgneements shall remain in full fo
and effect without amendment, change or modificatio




IN WITNESS WHEREOF, each of the following have extecd this Amendment
of the date first set forth above.

DOLLAR GENERAL CORPORATION

By: /sl Susan S. Lanige

Name: Susan S. Laniga
Title: EVP & General Counst

BUCK HOLDINGS, L.P.

By: /s/ Raj Agrawa

Name: Raj Agrawal
Title:  Manager and Vice Preside



June 8, 2010
The Board of Directors and Shareholders
Dollar General Corporation

We are aware of the incorporation by referencéénRegistration Statements (Nos. 333-151047,18%49
333-151655, 333-151661 and 333-163200 on Form &8383-165799 and 333-165800 on Form S-3) of Dollar
General Corporation of our report dated June 802fHating to the unaudited condensed consolidatedm
financial statements of Dollar General Corporatiwait are included in its Form XQ-for the quarter ended April =
2010.

Very truly yours,
/sl Ernst & Young LLP
Nashville, Tennessee



CERTIFICATIONS
I, Richard W. Dreiling, certify that:
1. | have reviewed this quarterly report on Form 10f@ollar General Corporation;

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

3. Based on my knowledge, the financial statements$odimer financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andhcas
flows of the registrant as of, and for, the peripdssented in this report;

4.  The registrant’s other certifying officer(s) andre responsible for establishing and maintaining
disclosure controls and procedures (as definedah&nhge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

() Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiamgare that material information relating
to the registrant, including its consolidated sdiasies, is made known to us by others within
those entities, particularly during the period ihigh this report is being prepared;

(b) Designed such internal control over financial reipgy;, or caused such internal control over
financial reporting to be designed under our suigém, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

(d) Disclosed in this report any change in the regigtsdanternal control over financial reporting
that occurred during the registrant’s most recisef quarter (the registrant’s fourth fiscal
guarter in the case of an annual report) that retemally affected, or is reasonably likely to
materially affect, the registrant’s internal cothtger financial reporting; and

5.  The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluation
of internal control over financial reporting, tcethegistrans auditors and the audit committee of
registrant’s board of directors (or persons perfogthe equivalent functions):

(&) All significant deficiencies and material weaknesiethe design or operation of internal
control over financial reporting which are reasdypdiiely to adversely affect the registrant’s
ability to record, process, summarize and repa#rftial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who ha
significant role in the registrant’s internal casitover financial reporting.

Date: June 8, 2010 /sl Richard W. Dreiling

Richard W. Dreilinc
Chief Executive Office




I, David M. Tehle, certify that:
1. | have reviewed this quarterly report on Form 10f@ollar General Corporation;

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

3. Based on my knowledge, the financial statements$odimer financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andhcas
flows of the registrant as of, and for, the peripdssented in this report;

4.  The registrant’s other certifying officer(s) andrke responsible for establishing and maintaining
disclosure controls and procedures (as definecam&nge Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiamgare that material information relating
to the registrant, including its consolidated sdiasies, is made known to us by others within
those entities, particularly during the period ihigh this report is being prepared,;

(b) Designed such internal control over financial réipgy;, or caused such internal control over
financial reporting to be designed under our suigém, to provide reasonable assurance
regarding the reliability of financial reportingathe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

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

(d) Disclosed in this report any change in the regigtsdanternal control over financial reporting
that occurred during the registrant’s most reciseef quarter (the registrant’s fourth fiscal
guarter in the case of an annual report) that retemally affected, or is reasonably likely to
materially affect, the registrant’s internal cothtger financial reporting; and

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

(&) All significant deficiencies and material weaknesgethe design or operation of internal
control over financial reporting which are reasdypdiiely to adversely affect the registrant’s
ability to record, process, summarize and repa#rftial information; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who ha
significant role in the registrant’s internal casitover financial reporting.

Date: June 8, 2010 /s/ David M. Tehle

David M. Tehle
Chief Financial Office




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

Each of the undersigned hereby certifies that sokhiowledge the Quarterly Report
Form 10Q for the fiscal quarter ended April 30, 2010 ofllBoGeneral Corporation (t
“Company”)filed with the Securities and Exchange Commissiornhe date hereof ful
complies with the requirements of section 13(al®(d) of the Securities Exchange
of 1934 and that the information contained in stebort fairly presents, in all matei
respects, the financial condition and results arapons of the Company.

/sl Richard W. Dreiling

Name: Richard W. Dreilinc
Title: Chief Executive Office
Date: June 8, 201i

/s/ David M. Tehle

Name: David M. Tehle
Title: Chief Financial Office
Date: June 8, 201i



