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DOLLAR
GENERAL

100 Mission Ridge
Goodlettsville, Tennessee 37072

, 200
Dear Fellow Shareholder:

You are cordially invited to attend a sp¢aoneeting of Dollar General Corporation sharehdde be held on[ ], 2007, starting at
[ ]am.,localtime,at|[ ].

At the special meeting, you will be askeaonsider and vote upon a proposal to approverganagreement under which Dollar Gen
would be acquired by Buck Holdings, L.P., an entityitrolled by investment funds affiliated with Kbearg Kravis Roberts & Co. L.P., a
private equity firm. We entered into this mergeresgnent on March 11, 2007. If the merger agreefsagproved by our shareholders and
the merger is completed, as a shareholder yolbwiéintitled to receive $22.00 in cash, withoutregéand less any applicable withholding
tax, for each share of Dollar General common stieked by you at completion of the merger, as moltg Bescribed in the enclosed proxy
statement.

Dollar General's board of directors has unanimouslyadopted and declared advisable the merger agreemesind the transactions
contemplated by the merger agreement, determined &t the transactions contemplated by the merger ageament are advisable and in
the best interests of Dollar General and its sharadiders and resolved to recommend that Dollar Geneta shareholders vote in favor
of the approval of the merger agreement.

Accordingly, our board of directors unanimously re@mmends that you vote " FOR" the approval of the merger agreement and
" FOR " the adjournment or postponement of the special meting, if necessary or appropriate, to solicit addional proxies.

Your vote is very important, regardless of the numier of shares of common stock you owiWe cannot complete the merger unless
the merger agreement is approved by the affirmatbte of the holders of outstanding shares of oanroon stock representing at least a
majority of all the votes entitled to vote at thgesial meetingTherefore, the failure of any shareholder to vote o the proposal to approve
the merger agreement will have the same effect asvate by that shareholder against the approval ofite merger agreement.

The attached proxy statement provides yith eetailed information about the special meetthg, merger agreement and the merger. A
copy of the merger agreement is attached as Annextidis document. We encourage you to read thisigent and the merger agreement
carefully and in their entirety. You may also ohtaiore information about Dollar General from docutsaeve have filed with the Securities
and Exchange Commission.

Whether or not you plan to attend the sgdaueeting, please complete, date, sign and reaisrpromptly as possible, the enclosed proxy
card in the accompanying reply envelope, or sumir proxy by telephone or the Internet. If you &ddnternet access, we encourage you to
record your vote via the Internet. If you attend #ipecial meeting and vote in person, your votbdipt will revoke any proxy previously
submitted.

Thank you in advance for your cooperatiod eontinued support.

Sincerely,

David A. Perdue
Chairman and Chief Executive Offic

Neither the Securities and Exchange Commission n@ny state securities regulatory agency has approveat disapproved the
merger, passed upon the merits or fairness of the@nger or passed upon the adequacy or accuracy ofdhdisclosure in this document.
Any representation to the contrary is a criminal ofense.

The proxy statement is dated [ ], 2G0W is first being mailed to shareholders on owépo ], 2007.




Dollar General Corporation
100 Mission Ridge
Goodlettsville, Tennessee 37072

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

ToBe Held On[ ], 2007
To the Shareholders of Dollar General Corporation:

A special meeting of shareholders of Dol@neral Corporation, a Tennessee corporationpeitheld on [ ], 2007, starting at
[ ]am.,local time, at[ ], for the follomy purposes:

1. To consider and vote on a propasalprove the Agreement and Plan of Merger (thedareagreement”), dated as of
March 11, 2007, by and among Buck Holdings, L.FDetaware limited partnership ("Parent”), Buck Aisition Corp., a Tennessee
corporation and a wholly owned subsidiary of Paf&dierger Sub"), and Dollar General Corporationcdpy of the merger agreeme
is attached as Annex A to the accompanying proatestient. Pursuant to the terms of the merger agneetderger Sub will merge
with and into Dollar General (the "merger") and nplbe merger becoming effective each outstandiagesbf Dollar General's
common stock, par value $0.50 per share (exclustidges owned, directly or indirectly, by ParenMarger Sub or held by any direct
or indirect wholly owned subsidiary of Dollar Geakmut including shares held by Dollar Generatirst under certain pension and
deferred compensation arrangements), will be caesiento the right to receive $22.00 in cash, withiaterest and less any applica
withholding tax, as described in the accompanyirixy statement.

2. To consider and vote on any proptsadjourn or postpone the special meeting tdea ate or time, if necessary or
appropriate, to solicit additional proxies in fawdrthe proposal to approve the merger agreeméhére are insufficient votes at the
time of such adjournment or postponement to apptioenerger agreement.

3. To consider and vote on such otlusiriess as may properly come before the specidimge® any adjournments or
postponements thereof.

Our board of directors has specified [ 2007, as the record date for the purpose of hinténg the shareholders who are entitled to
receive notice of, and to vote at, the special mgeOnly shareholders of record at the close ai®rss on the record date are entitled to
notice of and to vote at the special meeting arahgitadjournment or postponement thereof.

Our board of directors has unanimously adopted andieclared advisable the merger agreement and the tngactions
contemplated by the merger agreement, determined &t the transactions contemplated by the merger ageament are advisable and in
the best interests of Dollar General and its sharadiders and resolved to recommend that Dollar Geneta shareholders vote in favor
of the approval of the merger agreement and the tnasactions contemplated by the merger agreement, iludling the merger.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE " FOR " APPROVAL OF THE
MERGER AGREEMENT AND " FOR " THE ADJOURNMENT OR POSTPONEMENT OF THE SPECIAL ME ETING, IF
NECESSARY OR APPROPRIATE, TO SOLICIT ADDITIONAL PRO XIES.

Your vote is important. The approval of therger agreement requires the affirmative votimefholders of outstanding shares of our
common stock representing at least a majority Idhal votes entitled to vote at the special meefitigerefore, your failure to vote in person at
the special meeting or to submit a signed proxd eall have the same effect as a vote by you "AG&IN the approval of the merger
agreement. Properly executed proxy cards with stuotions indicated on the proxy card will be wbtd=OR " the approval of the merger
agreement andFOR " the adjournment or postponement of the specia&timg, if necessary or appropriate, to solicit #iddal proxies. Eve
if you plan to attend the special meeting in persemrequest that you complete, sign, date andrretu




the enclosed proxy or submit your proxy by teleghonthe Internet prior to the special meetingrtsuge that your shares will be represented
at the special meeting if you are unable to atténtu have Internet access, we encourage yoadord your vote via the Internet. If you fail
to return your proxy card or fail to submit youppy by phone or the Internet and you fail to attémlspecial meeting, your shares will na
counted for purposes of determining whether a qudeupresent at the meeting, but will not affeet thutcome of the vote regarding the
adjournment proposal, if necessary. If you holdnghares through a bank, broker or other custogianmust obtain a legal proxy from such
custodian in order to vote in person at the spewegting. If you attend the special meeting, yoy neaoke your proxy and vote in person if
you wish, even if you have previously returned yproxy card. Your prompt attention is greatly ajopaeed.

Shareholders of Dollar General will not dalissenters' rights under Tennessee law unlessoaumnon stock is delisted from the New
York Stock Exchange prior to consummation of thegae

Please note that space limitations makedessary to limit attendance at the special mgétishareholders as of the record date (or
authorized representatives). If you attend, pleade that you may be asked to present valid phitzotification. If your shares are held by a
bank or broker, please bring to the special megtg statement evidencing your beneficial owngrsliicommon stock. The list of
shareholders entitled to vote at the special mgetili be available for inspection at our princigadecutive offices at 100 Mission Ridge,
Goodlettsville, Tennessee 37072, beginning twortass days after notice of the special meetingvisrgand continuing through the meeting.

By Order of the Board of Director

Christine L. Connolly

Corporate Secretary and Chief Compliance Offi

Goodlettsville, Tennessee
[ ], 2007
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SUMMARY TERM SHEET

The following summary highlights selected informatin this proxy statement and may not contairttedlinformation that may be
important to you. Accordingly, we encourage youetad carefully this entire proxy statement, its exes and the documents referred to or
incorporated by reference in this proxy statemgiaich item in this summary includes a page referelirgzting you to a more complete
description of that topic. See "Where You Can Mitadte Information” beginning on page 64. We someiimeake reference to Dollar Gene
Corporation and its subsidiaries in this proxy staent by using the terms "Dollar General," the "@amy," "we," "our" or "us."

The Merger (Page 15)

The Agreement and Plan of Merger, dateaf &darch 11, 2007, which we refer to as the meaggeement, by and among Dollar
General, Buck Holdings, L.P. (which we refer tdPasent) and Buck Acquisition Corp. (which we rdfeas Merger Sub), provides that
Merger Sub, an entity controlled through Pareninrgstment funds affiliated with Kohlberg Kravis Iiots & Co. L.P., a private equity firm
(which we refer to as KKR), will merge with andariDollar General. As a result of the merger, Doiameral will become a private
company, controlled by investment funds affiliateith KKR. Dollar General will be the surviving carmation in the merger (which we refer
to as surviving corporation) and, following the g, will continue to do business as "Dollar Geh@arporation.” As a private company,
registration of Dollar General's common stock drereporting obligations with respect to the comrmstmtk under the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), ballterminated upon application to the SecuritiesExchange Commission (the "SEC").
In addition, upon completion of the proposed mergkares of Dollar General's common stock will aragler be listed on any stock exchange
or quotation system, including the New York Stocickange ("NYSE").

Effects of the Merger (Page 42)

If the merger is completed, each outstamdimare of Dollar General common stock will be anted into the right to receive $22.00 in
cash, without interest and less any applicablehwoiiting tax. We refer to this amount in this prestgtement as the merger consideration.
shareholder, you will be entitled to receive thegee consideration for each share of our commockstawned by you. Following the merger,
you will no longer own any shares of the survivamgporation and Dollar General will cease to beibliply traded company. If the merg
agreement is not approved, Dollar General will rienaa independent public company and our commarkstall continue to be listed and
traded on the NYSE.

Completion of the Merger (Page 41)

We are working toward completing the memgquickly as possible, and we currently antigghat it will be completed in the third
quarter of 2007. However, we cannot predict theetiming of the completion of the merger and wleetthe merger will be completed. In
order to complete the merger, we must obtain slwdlehapproval and the other closing conditionsauride merger agreement must be
satisfied or waived. In addition, Parent is notigdied to complete the merger until the expiratba 20business day "Marketing Period" t
it may use to complete its financing for the merger

The Parties to the Merger (Page 11)

Dollar General Corporation. Dollar General is a leading value discountitetaf quality general merchandise at everyday poiges.
Through conveniently located stores, Dollar Genefiars a focused assortment of basic consumabielrardise including health and beauty
aids, packaged food




and refrigerated products, home cleaning supgliessewares, stationery, seasonal goods, basiérgathd domestics. Dollar General®
stores serve primarily low-, middle- and fixed-ino® families.

Dollar General was founded in 1939 as Jurner and Son, Wholesale and opened its firsadstore in 1955, when it was first
incorporated as a Kentucky corporation under tmeend.L. Turner & Son, Inc. The Company changedatse to Dollar General Corporation
in 1968 and reincorporated as a Tennessee compoiatil 998. As of March 2, 2007, Dollar Generalraped 8,260 stores in 35 states,
primarily in the southern, southwestern, midwestard eastern United States.

Buck Holdings, L.P. Buck Holdings, L.P. is a Delaware limited parship, managed by its general partner, Buck HgilibLC, a
Delaware limited liability company, which is contenl by investment funds affiliated with KKR. EaohBuck Holdings, L.P. and Buck
Holdings, LLC was formed solely for the purposeofjuiring Dollar General and has not carried onautivities to date, except for activities
incidental to its formation and activities undegakn connection with the transactions contemplatethe merger agreement.

Buck Acquisition Corp. Buck Acquisition Corp. is a Tennessee corporasind a wholly owned subsidiary of Parent, whiasw
formed solely for the purpose of facilitating Palemcquisition of Dollar General. Merger Sub hasaarried on any activities to date, except
for activities incidental to its formation and atties undertaken in connection with the transaxgioontemplated by the merger agreement.
Upon consummation of the proposed merger, Mergbn@ih merge with and into Dollar General and wa#lase to exist, with Dollar General
continuing as the surviving corporation.

The Special Meeting (Page 12)
Date, Time and Place. The special meeting will be held on [ ], Z06tarting at[ ]a.m., local time, at[ ].

Purpose. You will be asked to consider and vote uportlig)approval of the merger agreement, (2) theuadipent or postponement
of the special meeting to a later date, if necgssaappropriate, to solicit additional proxiesf@avor of the proposal to approve the merger
agreement if there are insufficient votes at theetbf the meeting to approve the merger agreenmeh{3) such other business as may
properly come before the special meeting or anguadments or postponements thereof.

Record Date and Quorum. You are entitled to vote at the special meefiygu owned shares of our common stock at theechuf
businesson [ 1, 2007, the record date for geeigl meeting. You will have one vote for eachretad our common stock that you owned on
the record date. As of the record date, there Wershares of our common stock issued and aut&tg and entitled to vote. A majority of
our common stock issued, outstanding and entideste at the special meeting constitutes a qudaurthe purpose of considering the
proposals.

Vote Required. The approval of the merger agreement requiresffirmative vote of the holders of outstandihgres of our common
stock representing at least a majority of all tbtes entitled to vote at the special meeting. Aparof any proposal to adjourn or postpone
special meeting, if necessary or appropriate,tfergurpose of soliciting additional proxies reqsitiee affirmative vote of the holders of a
majority of the shares of our common stock pregeperson or represented by proxy at the speciatimgand entitled to vote on the matter.

Common Stock Ownership of Directors and Exéve Officers. As of the record date, the directors and exeeulfficers of Dollar
General beneficially owned in the aggregate appnaiely [ 1% of the shares of our common stodiitled to vote at the special meeting.
of our directors and executive officers have infechDollar General that they currently intend toevall of their shares of common stock "
FOR " the approval of the merger agreement aRDR " the postponement proposal.
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Voting and Proxies. Any shareholder of record entitled to votehat $pecial meeting may submit a proxy by telephoiaethe Interne
by returning the enclosed proxy card by mail, ovbting in person at the special meeting. If yaiema to submit your proxy by telephone or
the Internet you must do so no later than 11:59 gastern Daylight Savings Time on [ ], 2007 #&ryou intend to submit your proxy by
mail it must be received by the Company prior ® ¢tbmmencement of the special meeting. If youreshaf our common stock are held in
"street name" by your broker, you should instrumirybroker on how to vote such shares of commorkatsing the instructions provided by
your broker. If you do not provide your broker witistructions, your shares of our common stock moll be voted, which will have the sal
effect as a vote "AGAINST" the approval of the mesrggreement. The persons named in the accompaprorg will also have discretiona
authority to vote on any adjournments or postpomgmef the special meeting. Even if you plan teradtthe special meeting, after carefully
reading and considering the information contaimethis proxy statement, if you hold your sharesa@fmon stock in your own name as the
shareholder of record, please vote your sharesimpleting, signing, dating and returning the enstbproxy card or by using the telephone
number printed on your proxy card or by using thternet voting instructions printed on your proayd:

If you return your signed proxy card, botribt mark the boxes showing how you wish to vebey shares will be votedFOR " the
proposal to approve the merger agreement &@R " the adjournment proposal, if applicable.

Revocability of Proxy. Any shareholder of record who executes andmsta proxy card (or submits a proxy via telephontne
Internet) may revoke the proxy at any time befobige voted at the special meeting by attendingsghexial meeting and voting in person. Your
attendance at the special meeting will not, byfitsevoke your proxy. To revoke your proxy, you shvote in person at the special meeting.
If you hold your shares in your name as a sharehaifirecord, you may also revoke the proxy byfywty the Investor Relations
Department, Attn.: Emma Jo Kauffman, at 100 MisdRidge, Goodlettsville, Tennessee 37072. Furtherptoxy may be revoked by
submitting a later-dated proxy card, or, if youeabby telephone or the Internet, by voting a sedoné by telephone or Internet. In the event
you have instructed a broker, bank or other nomioe®te your shares of our common stock, you havellow the directions received fro
your broker, bank or other nominee and change timsseuctions in order to revoke your pro:

Sale of Shares. The record date of the special meeting is eattian the date of the special meeting and theettiat the merger is
expected to be completed. If you transfer youreshaf common stock after the record date but béf@epecial meeting, you will retain the
right to vote at the special meeting, but you Wile transferred the right to receive the mergesiceration. In order to receive the merger
consideration, you must beneficially own your seasEcommon stock through completion of the merger.

Dissenters' Rights. Our shareholders do not have dissenters' rigldgnnection with the merger under the TenneBseiness
Corporation Act unless our common stock is deligtech the NYSE prior to the consummation of the geer

Solicitation of Proxies; Costs. Dollar General will pay all expenses of thifiGtation, including the cost of preparing and fimgj this
document. The proxies are being solicited by andedralf of our board of directors. In addition tictation by use of the mails, proxies n
be solicited by our directors, officers and empksy@a person or by telephone, telegram, electnawiit, facsimile transmission or other me
of communication. Those persons will not be addaity compensated for solicitation activities, meay be reimbursed for out-of-pocket
expenses in connection with any solicitation. Wedahay reimburse custodians, nominees and fidesidor their expenses in sending pro
and proxy material to beneficial owners. In additive have retained D.F. King & Co., Inc. to assighe solicitation of proxies for the
special meeting for a fee of approximately $10,@0s a




nominal fee per shareholder contact, reimbursemfer@asonable out-of-pocket expenses and inderatiic against certain losses, costs and
expenses.

Treatment of Options and Other Awards (Page 34)

Stock Options. Immediately prior to the effective time of theerger, except as separately agreed by a holdePamoht, all options to
acquire our common stock issued and outstandingrumat equity incentive plans or otherwise will bee fully vested and be converted into
the right to receive a cash payment equal to timeben of shares of our common stock underlying ft@as multiplied by the amount (if ar
by which $22.00 exceeds the exercise price, withdatest and less any applicable withholding taxes

Restricted Shares. Immediately prior to the effective time of thnerger, except as separately agreed by a holdeParsht, each share
of restricted stock issued and outstanding undeequity incentive plans or otherwise and any aedrstock dividends will vest in full and be
converted into the right to receive $22.00 in cds$s any required withholding taxes.

Restricted Stock Units. Immediately prior to the effective time of theerger, each restricted stock unit issued andandsig under
our equity incentive plans will vest in full and benverted into the right to receive $22.00 in ¢cdsbs any required withholding taxes.

Deferred Equity Units. Immediately prior to the effective time of tirerger, all amounts held in participant accountsdemominated
in our common stock under our CDP/SERP Plan aneéibef Compensation Plan for Non-Employee Directoiléyvest in full and be
converted into cash equal to $22.00 multipliedH®ynumber of shares deemed held in such particgeatunts, payable or distributable in
accordance with the terms of the agreement, plamrangement relating to such participant accdass, any required withholding taxes.

Recommendation of Our Board of Directors (Page 18)

Our board of directors unanimously adomted declared advisable the merger agreement arichtisactions contemplated by the
merger agreement, determined that the transaatmmemplated by the merger agreement are adviaablén the best interests of Dollar
General and its shareholders and resolved to reemmitinat Dollar General's shareholders vote inrfafthe approval of the merger
agreement and the transactions contemplated bydhger agreement, including the merger. The bobditectors unanimously recommends
that our shareholders votd=OR " the approval of the merger agreement aR®R " the adjournment or postponement of the special
meeting, if necessary or appropriate, to solicttitlhal proxies.

Opinion of Dollar General's Financial Advisor (Pagel9)

The board of directors received a writtpman, dated March 11, 2007, from its financiabiadr, Lazard Freres & Co. LLC, which we
refer to as Lazard, to the effect that, as of e @f its opinion and subject to the matters diedrin its opinion, the $22.00 per share in cash
consideration to be paid to the holders of Dollan€ral's common stock, other than Parent andfilisfs, in the merger was fair to such
holders from a financial point of view. The opinisnattached as Annex B to this proxy statement.

Lazard's written opinion does not addrassrelative merits of the merger as compared terdibsiness strategies or transactions that
might be available with respect to Dollar Generahe underlying business decision by Dollar Gernterangage in the merger, and is not
intended to and does not constitute a recommendatiany holder of Dollar General common stockaalsdw such holder should vote with
respect to the merger or any matter relating tbek&e encourage you to
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read the opinion and the section "The Merger—OpimibFinancial Advisor" beginning on page 19 callgfand in its entirety.
Interests of the Company's Directors and Executiv®fficers in the Merger (Page 32)

In considering the recommendation of thartf directors, you should be aware that ourctlins and executive officers may be
considered to have interests in the merger thatifferent from, or in addition to, your interests a shareholder. Such interests include
(i) severance payments and benefits payable tauixefficers upon termination of employment undegualifying actual or constructive
termination of employment pursuant to agreemergsipusly entered into between the executive offigerd Dollar General, (ii) the
accelerated vesting and cashing out of certaintygqeompensation and equity awards and the acdetbvesting and/or payment of deferred
compensation arrangements for certain directorsoffiwkrs and (iii) rights to continued indemniftaan and insurance coverage after the
merger for acts or omissions occurring prior torterger. In addition, a number of our executivéceffs may, prior to the closing of the
merger, enter into new arrangements with Paretiieosurviving corporation regarding employment withthe right to purchase or
participate in the equity of, the surviving corptioa.

Financing (Page 27)

Parent estimates that the total amountiodi$ necessary to complete the merger is anticigatbe approximately $7.65 billion, a port
of which is payable to Dollar General's sharehadderd holders of other equibased interests, with the remainder used to repdyefinance
existing indebtedness, and to pay customary feg®apenses in connection with the merger, the &imgnarrangements and related
transactions.

Equity Financing. Parent has received an equity commitment |&tben KKR 2006 Fund L.P., a private equity fundilégfed with
KKR, pursuant to which, and subject to the condgigcontained therein, KKR 2006 Fund L.P., has cdtethto make a capital contribution
equal to $2.775 billion to Parent in connectionhwifie completion of the merger. Such equity commithobligation may be assigned to
affiliates of KKR 2006 Fund L.P. or other co-inves, whereby KKR 2006 Fund L.P. remains obligategddrform such obligation to the
extent not performed by its assignees. As of the dathis proxy statement, KKR 2006 Fund L.P. &ssigned, and intends to further assig
portion of its commitment to other private equitydahird party investors, as further described uridibe Merger— Financing of the Merger
— Equity Financing" beginning on page 31.

Debt Financing. Parent has received a debt commitment letben f6oldman Sachs Credit Partners L.P., CiticorptNAmerica, Inc.
and/or its affiliates, including Citigroup Globaldvkets Inc., Lehman Brothers Inc., Lehman CommER&per Inc., Lehman Brothers
Commercial Bank, Wachovia Bank, National Associatid/achovia Investment Holdings, LLC and Wachovapital Markets, LLC to
provide (a) up to $3.5 billion comprised of a sersecured term loan facility and a senior secussgitabased revolving credit facility, (b) up
to $1.45 billion of senior unsecured notes or asamsecured bridge facility up to such amount @ndip to $650 million of senior
subordinated notes or a senior subordinated bfalgjkty up to such amount.

Regulatory Approvals (Page 40)

Under the Hart-Scott-Rodino Antitrust Impements Act of 1976, as amended, and the rulesegpudations promulgated thereunder (the
"HSR Act"), the merger may not be completed untifification and report forms have been filed witle 1J.S. Federal Trade Commission (
"FTC") and the Antitrust Division of the U.S. Depaent of Justice (the "Antitrust Division") and thpplicable waiting period has expired or
been terminated. On March 23, 2007, Dollar Geremdl KKR 2006 Fund L.P. each filed its notificatimmd report form under the HSR Act
with the FTC and




the Antitrust Division. The FTC granted early tenation of the applicable waiting period on AprilZ007.
Material U.S. Federal Income Tax Consequences (Pag8é)

The exchange of shares of our common dtwc&ash pursuant to the merger agreement genavillige a taxable transaction for U.S.
federal income tax purposes. Shareholders who egghtheir shares of our common stock in the mesgiegenerally recognize gain or loss
in an amount equal to the difference, if any, befwthe cash received in the merger and their atjusix basis in their shares of our common
stock. You should consult your tax advisor for enpete analysis of the effect of the merger on yederal, state and local and/or foreign
taxes.

Conditions to the Merger (Page 55)

Conditions to Each Party's Obligations. Each party's obligation to complete the mergsubject to the satisfaction or waiver of the
following mutual conditions:

. approval of the merger agreement by Dollar Gerseshlareholders;

. no governmental entity of competent jurisdictiovihg enacted, issued or entered any order or itipmor legal prohibition
which remains in effect that enjoins or otherwisehibits completion of the merger or the other sastions contemplated by
the merger agreement; and

. the expiration or earlier termination of any apabte waiting period under the HSR Act.

Conditions to Dollar General's Obligations. Our obligation to complete the merger is subjeche satisfaction or waiver of further
conditions, including:

. Parent and Merger Sub's representations and wisanust be true and correct, as of March 11, 280d as of the closing
date of the merger; and

. Parent and Merger Sub must have performed, inanal respects, their covenants and agreemettg imerger agreement.

Conditions to Parent's and Merger Sub's @ations. The obligation of Parent and Merger Sub to detepthe merger is subject to
the satisfaction or waiver of further conditions;luding:

. our representations and warranties must be trueamdct without regard to the materiality threslso$pecified in the merger
agreement, as of March 11, 2007, and as of thingakate of the merger, except to the extent theréaof such representatic
and warranties to be true and correct would nostitute a material adverse effect on the Compang; a

. we must have performed, in all material respeais covenants and agreements in the merger agreement
No Solicitations of Transactions (Page 50)

The merger agreement restricts our alitifyamong other things, solicit or engage in disimrss or negotiations with a third party
regarding specified transactions involving us ar subsidiaries and our board of directors' abtlitghange or withdraw its recommendation
in favor of the merger agreement. Notwithstandimese restrictions, under circumstances specifidkdemnmerger agreement, in order to
comply with its fiduciary duties under applicabéem, our board of directors may respond to certasolicited competing proposals or
terminate the merger agreement and enter into eagnt with respect to a superior competing pralpmswithdraw its recommendation in
favor of the approval of the merger agreement."$he Merger Agreement—No Solicitation of Transagtibbeginning on page 50.
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Termination of the Merger Agreement (Page 56)

We and Parent may terminate the mergeeaggat by mutual written consent at any time befioeecompletion of the merger (including
after our shareholders have approved the mergeeagmt). In addition, either Parent or Dollar Gaheray terminate the merger agreement
at any time before the completion of the merger:

. if the merger has not been completed by Octobe2307;

. if any court of competent jurisdiction has issueewuatered a final non-appealable order prohibitheycompletion of the
merger; or

. if the merger agreement has been submitted tol@arekolders for approval and the required votenlbh®een obtained.

Dollar General may also terminate the meaggeement if:

. Parent has breached or failed to perform any akjisesentations, warranties, covenants or otheleatents in the merger
agreement and such breach or failure would resuhe failure of a closing condition and cannotheed by October 31, 2007,
so long as we have given Parent 30 days' writt¢icenand are not in material breach of our reprediams, warranties,
covenants or other agreements in the merger agréggeme

. prior to the receipt of the shareholder vote, aaard of directors has received a superior propossified Parent of the
termination in accordance with the merger agreeppeatided Parent a three business day periodvisa¢he terms of the
merger agreement, determined after such periodhigiroposal continues to be a superior propasal paid the termination
fee as further described under "The Merger Agre¢mélo Solicitation of Transactions," "The Merger A&gment—
Termination" and "The Merger Agreement—Fees andeBgps" beginning on page 50, 56 and 58, respegtvel

. the merger has not been completed on the secoimebasfter the final day of the Marketing Perisdlascribed in "The
Merger Agreement—Effective Time; Marketing Periodéginning on page 41 and all of the mutual closioigditions and all
of the conditions to the obligations of Parent Metger Sub have been satisfied and at the timeaf sermination such
conditions continue to be satisfied.

Parent may also terminate the merger ageatin

. we have breached or failed to perform any of opragentations, warranties, covenants or other aggets in the merger
agreement and such breach or failure would resuhe failure of a closing condition and cannotheed by October 31, 2007,
so long as Parent has given us 30 days' writtdnenahd is not in material breach of its repredéria, warranties, covenants
or other agreements in the merger agreement;

. our board of directors withdraws, modifies or dfied in a manner adverse to Parent or Merger $sbe¢ommendation of the
merger agreement; fails to include in this proxtestnent its recommendation to our shareholderstlbgtapprove the merger
agreement; approves, endorses or recommends, liclpyinoposes to approve, endorse or recommengdatiarnative
proposal; or fails to recommend against acceptahagender or exchange offer for any outstandirages of our capital stock
that constitutes an alternative proposal; or

. we have notified Parent in writing of our intentitnterminate the merger agreement in order tor émte a transaction that is a
Superior Proposal as described under "The Mergeeexgent—No Solicitation of Transactions" beginnimgpage 50.
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Termination Fees (Page 58)
If the merger agreement is terminated uedeiain specified circumstances:

. we would be obligated to pay a termination fee22%million as directed by Parent; or

. Parent and Merger Sub would be obligated to pa&yrainhation fee of $225 million to us. KKR 2006 Funé®. has agreed to
guarantee the obligation of Parent and Merger Suday this termination fee, as further describedienriFinancing of the
Merger—Guarantee; Remedies" beginning on page 31.

Market Price of Common Stock (Page 61)

The closing sale price of our common stogkhe NYSE on March 9, 2007, the last trading jgiagr to the announcement of the merger,
was $16.78. The $22.00 per share to be paid fdr gla@re of our common stock in the merger represeptemium of approximately 31% to
the closing price on March 9, 2007, and a premifiapproximately 29% to the average closing shai@gdor the 30 trading days prior to the
announcement of the merger.

Additional Information

For additional questions about the merger, assistar in submitting proxies or voting shares of our ammon stock, or additional
copies of the proxy statement or the enclosed proxoard, please contact:

Dollar General

Attn: Investor Relations
100 Mission Ridge
Goodlettsville, Tennessee
(615) 855-5525

or our proxy solicitor,

D.F. King & Co., Inc.

48 Wall Street

New York, NY 10005

Toll-Free: (888) 644-6071

Banks and Brokers call collect; (212) 269-5550




CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING INF  ORMATION

This proxy statement, and the documentghtich we refer you in this proxy statement, incldidevard-looking statements based on
estimates and assumptions. There are forward-IgaitiEements throughout this proxy statement, dicty without limitation, under the
headings "Summary Term Sheet," "Questions and Arssalgout the Special Meeting and the Merger," "Wlaeger," "Opinion of Financial
Advisor," "Projected Financial Information," "Regtry Approvals,” and "Litigation Related to the ider," and in statements containing
words such as "believes," "estimates," "anticipat&Epntinues,” "contemplates," "expects," "maywill," "could," "should" or "would" or
other similar words or phrases. These statemetishvare based on information currently availabled, are not guarantees of future
performance and may involve risks and uncertaintiascould cause our actual growth, results ofatpns, performance and business
prospects, and opportunities to materially diffeni those expressed in, or implied by, these sttésn These forward-looking statements
speak only as of the date on which the statemeeits made and we expressly disclaim any obligatiaelease publicly any updates or
revisions to any forward-looking statement includtethis proxy statement or elsewhere. In additmother factors and matters contained or
incorporated in this document, these statementsuliject to risks, uncertainties, and other facioduding, among others:

. the occurrence of any event, change or other cistamees that could give rise to the terminatiothefmerger agreement;

. the outcome of any legal proceedings that have beamy be instituted against Dollar General afe st relating to the
merger agreement including the terms of any seétigmof such legal proceedings that may be sutgestiurt approval;

. the inability to complete the merger due to th&ufaito obtain shareholder approval or the faitoreatisfy other conditions to
consummation of the merger;

. the failure by Parent or Merger Sub to obtain teeassary debt financing contemplated by the comemtietter received in
connection with the merger;

. the failure of the merger to close for any othexsm;

. risks that the proposed transaction disrupts cupkams and operations and the potential diffieglin employee retention as a
result of the merger;

. the effect of the announcement of the merger orbaginess relationships, operating results anchbasigenerally;
. the amount of the costs, fees, expenses and chalgéed to the merger;
. adverse developments in general business, ecorardipolitical conditions or any outbreak or eséatabdf hostilities on a

national, regional or international basis;

. natural disasters, unusually adverse weather gondjtpandemic outbreaks, boycotts and geo-pdliticants;
. intense competition that could limit our growth opipinities and reduce our profitability;

. our failure to comply with regulations and any chesin regulations;

. seasonal fluctuation in the retail business;

. local and regional conditions in the areas whereretail operations are located;

. our inability to access capital markets on a fabledasis; and

. the loss of any of our senior management.




In addition, for a more detailed discussibhese risks and uncertainties and other facpdease refer to our annual report on Form 10-
K for the fiscal year ended February 2, 2007, fikth the SEC on March 29, 2007. Many of the fastiiat will determine our future results
are beyond our ability to control or predict. Ight of the significant uncertainties inherent ie tbrward-looking statements contained herein,
readers should not place undue reliance on fonlaoking statements, which reflect management's siemly as of the date hereof. We
cannot guarantee any future results, levels ofiagtiperformance or achievements. The statemeatsenn this proxy statement represent our
views as of the date of this proxy statement, astiauld not be assumed that the statements maelia hemain accurate as of any future ¢
Moreover, we assume no obligation to update forwao#ting statements or update the reasons thahletsults could differ materially from
those anticipated in forward-looking statementsegx as required by law.
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THE PARTIES TO THE MERGER
Dollar General

Dollar General is a leading value discaetiler of quality general merchandise at everyldayprices. Through conveniently located
stores, Dollar General offers a focused assortmiebasic consumable merchandise including healthberauty aids, packaged food and
refrigerated products, home cleaning supplies, éwases, stationery, seasonal goods, basic clogiridglomestics. Dollar General® stores
serve primarily low-, middle- and fixed-income fdies.

Dollar General was founded in 1939 as Jurner and Son, Wholesale and opened its firsadstiore in 1955, when it was first
incorporated as a Kentucky corporation under theend.L. Turner & Son, Inc. The Company changedatse to Dollar General Corporation
in 1968 and reincorporated as a Tennessee comoiatil998. As of March 2, 2007, Dollar Generalraped 8,260 stores in 35 states,
primarily in the southern, southwestern, midwestard eastern United States.

Dollar General's principal address is 1064dibn Ridge, Goodlettsville, Tennessee 37072.t€lphone number is (615) 855-4000. For
more information about Dollar General, please sit website at www.dollargeneral.com. Our webaddress is provided as an inactive
textual reference only. The information providedoom website is not part of this proxy statement] & not incorporated herein by reference.
See also "Where You Can Find More Information" bagig on page 64. Dollar General's common stogkiisicly traded on the NYSE
under the symbol "DG."

Buck Holdings, L.P.

Buck Holdings, L.P., which we refer to awéht, is a Delaware limited partnership, manageistgeneral partner, Buck Holdings, LL
a Delaware limited liability company, which is cosited by investment funds affiliated with KKR. Haof Parent and Buck Holdings, LLC
was formed solely for the purpose of acquiring Boeneral and has not carried on any activitiekate, except for activities incidental to its
formation and activities undertaken in connectiaththe transactions contemplated by the mergexeagent. Parent's principal address is
2800 Sand Hill Road, Suite 200, Menlo Park, Catifar94025. The telephone number is (650) 233-6560.

Buck Acquisition Corp.

Buck Acquisition Corp., which we refer te lderger Sub, is a Tennessee corporation and dywhed subsidiary of Parent, which
was formed solely for the purpose of facilitatingrént's acquisition of Dollar General. Merger Sab hot carried on any activities to date,
except for activities incidental to its formationdaactivities undertaken in connection with thesactions contemplated by the merger
agreement. Upon consummation of the proposed mevigrger Sub will merge with and into Dollar Gerlexad will cease to exist with
Dollar General continuing as the surviving corpimmat Merger Sub's principal address is 2800 SafidRdiad, Suite 200, Menlo Park,
California 94025. The telephone number is (650)-8380.
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THE SPECIAL MEETING
Date, Time, Place and Purpose of the Special Meegjn

This proxy statement is being furnishedto shareholders as part of the solicitation okj@® by our board of directors for use at the
special meeting to be held on[ ], 2007, stgrah[ ]a.m., local time, at[ ], or at apgstponement or adjournment thereof. The purpose
of the special meeting is for our shareholdersottser and vote upon approval of the merger ageee(and to approve the adjournment or
postponement of the special meeting, if necessaappropriate, to solicit additional proxies). Gimareholders must approve the merger
agreement in order for the merger to occur. Ifghareholders fail to approve the merger agreerttamtnerger will not occur. A copy of the
merger agreement is attached to this proxy stateaseAnnex A. You are urged to read the mergereageait in its entirety. This proxy
statement and the enclosed form of proxy arelfiegtg mailed to our shareholders on or about [ ], 2007.

Record Date and Quorum

We have fixed the close of business oi},[2007, as the record date for the special mgeéind only holders of record of our common
stock on the record date are entitled to vote@sfiecial meeting. On the record date, there wereshares of our common stock outstanding
and entitled to vote. Each share of our commorkstotitles its holder to one vote on all mattersgarly coming before the special meeting.

A majority of the shares of our common ktmsued, outstanding and entitled to vote at feeisl meeting constitutes a quorum for the
purpose of considering the proposals. Shares of@wmmon stock represented at the special meetingdiwoted, including shares of our
common stock for which proxies have been receiveddy which shareholders have abstained, willrbated as present at the special me
for purposes of determining the presence or abseinaeuorum for the transaction of all businesghke event that a quorum is not present at
the special meeting, it is expected that the mgetiii be adjourned or postponed to solicit additibproxies.

Vote Required for Approval

You may vote FOR or AGAINST, or you may ABSIN from voting on, the proposal to approve therges agreement. Abstentions v
not be counted as votes cast or shares votingeoprtposal to approve the merger agreement, buteviht for the purpose of determining
whether a quorum is present.

Completion of the merger requires the apalrof the merger agreement by the affirmative \ajtthe holders of outstanding shares of
our common stock representing at least a majofinfldhe votes entitled to vote at the special timge Therefore, if you abstain, it will
have the same effect as a vote "AGAINST" the approad of the merger agreement.

Under the rules of the NYSE, brokers whtalshares in street name for customers have ttogiyt to vote on "routine" proposals wt
they have not received instructions from benefioiahers. However, brokers are precluded from egigitheir voting discretion with resp
to approving non-routine matters such as the agbiafthe merger agreement and, as a result, abpenific instructions from the beneficial
owner of such shares, brokers are not empoweredt¢cthose shares, referred to generally as "bnoérsvotes. Therefore, while "broker
non-votes" will be counted for the purpose of detemining a quorum, because completion of the mergeraquires the approval of the
merger agreement by the affirmative vote of the halers of outstanding shares of our common stock repsenting at least a majority of
the holders entitled to vote at the special meetingny "broker non-votes" will have the same effectais a vote "AGAINST" the
approval of the merger agreement.
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As of [ ], 2007, the record date for #peecial meeting, our directors and executive effitheld and are entitled to vote, in the
aggregate, [ ] shares of our common stock, ssmting [  ]% of our outstanding common stocK.dklour directors and executive officers
have informed Dollar General that they currenthgird to vote all of their shares of common sto8lOR " the approval of the merger
agreement andFOR " the postponement proposal.

Proxies and Revocation

If you submit a proxy by telephone or th&einet or by returning a signed and dated proxg bg mail, your shares will be voted at the
special meeting as you indicate. If you sign yauwxy card without indicating your vote, your shaval be voted "FOR " the approval of tr
merger agreement and=OR " the adjournment or postponement of the speciatimg, if necessary or appropriate, to solicit &ddal
proxies, and in accordance with the recommendatibosir board of directors on any other matterpprty brought before the special
meeting for a vote.

If your shares of common stock are helstiret name, you will receive instructions from ybtoker, bank or other nominee that you
must follow in order to have your shares votedoifi do not instruct your broker, bank or nominegdte your shares, it has the same effect
as a vote against approval of the merger agreement.

Proxies received at any time before theigpeneeting, and not revoked or superseded béfeireg voted, will be voted at the special
meeting. You have the right to change or revoke ywoxy at any time before the vote taken at thexish meeting:

. if you hold your shares in your name as a sharehalfirecord, by notifying our Investor Relationegartment, Attn.;: Emma
Jo Kauffman, at 100 Mission Ridge, Goodlettsvillennessee 37072;

. by attending the special meeting and voting in@efyour attendance at the meeting will not, bglfftsevoke your proxy; you
must vote in person at the meeting);

. by submitting a later-dated proxy card;

. if you voted by telephone or the Internet, by vgtagain by telephone or Internet; or

. if you have instructed a broker, bank or other m@gito vote your shares, by following the directioeceived from your

broker, bank or other nominee to change thoseuictstns.
Adjournments and Postponements

Although it is not currently expected, 8pecial meeting may be adjourned or postponechfoptirpose of soliciting additional proxies.
Any adjournment may be made without notice (if dldgournment is to a date that is not greater tbanhonths after the original date fixed
for the special meeting), other than by an annomect made at the special meeting of the time, aladieplace of the adjourned meeting.
Whether or not a quorum exists, holders of a migjafi the shares of our common stock present isgreor represented by proxy at the
special meeting and entitled to vote thereat mguad the special meeting. Any signed proxies neg@iby Dollar General in which no voti
instructions are provided on such matter will beedd'FOR" an adjournment or postponement of theiapmeeting, if necessary or
appropriate, to solicit additional proxies. Any @aajnment or postponement of the special meetinghipurpose of soliciting additional
proxies will allow Dollar General's shareholdersodtave already sent in their proxies to revoke théamy time prior to their use at the
special meeting as adjourned or postponed.
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No Dissenters' Rights

Shareholders are not entitled to statutlisgenters' rights in connection with the mergeteurthe Tennessee Business Corporation Act
unless our common stock is delisted from the NY8&r o consummation of the merger.

Solicitation of Proxies

This proxy solicitation is being made araddgfor by Dollar General on behalf of its boarddakctors. In addition, we have retained D.F.
King & Co., Inc. to assist in the solicitation afoxies for the special meeting for a fee of apprately $10,000, plus a nominal fee per
shareholder contact, reimbursement of reasonalefquocket expenses and indemnification againgaaelosses, costs and expenses. Our
directors, officers and employees may also sghi@kies by personal interview, mail, e-mail, teleph, facsimile or other means of
communication. These persons will not be paid #attil remuneration for their efforts. We will alequest brokers and other fiduciaries to
forward proxy solicitation material to the benedicowners of shares of our common stock that th&dys and fiduciaries hold of record.
Upon request, we will reimburse them for their rable out-of-pocket expenses.

Questions and Additional Information

If you have more questions about the meogérow to submit your proxy, or if you need adulital copies of this proxy statement or the
enclosed proxy card or voting instructions, plezaéDollar General Investor Relations at (615) &5 or D.F. King & Co., Inc., our proxy
solicitor, at (212) 269-5550 (Banks and Brokers$ callect) or (888) 644-6071 (Toll-Free).

Availability of Documents

Documents incorporated by reference (exotyéexhibits to those documents unless the exhslsipecifically incorporated by reference
into those documents) will be provided without gegrto each person to whom this proxy statemestelisered, upon written or oral request
of such person and by first class mail. In additiaur list of shareholders entitled to vote atspecial meeting will be available for inspection
at our principal executive offices beginning twesimess days after notice of the special meetiigivien and continuing through the meeting.
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THE MERGER

This discussion of the merger is qualified in itsirety by reference to the merger agreement, whacttached to this proxy statemen
Annex A. You should read the entire merger agreensnfully as it is the legal document that gowetine merget

Background of the Merger

Dollar General regularly reviews and coesidstrategic developments and alternatives. Boetid, our board of directors from time to
time meets, together with management, to discusggament presentations concerning strategic malitetise past these discussions have
included management presentations concerning gessiimsactions, investments and other businesatinés intended to create or enhance
shareholder value.

During the second half of 2006, Dollar Geafie Chairman and CEO, Mr. David A. Perdue, wagaced on several occasions by pri
equity firms and investment bankers regarding gé@kimterest in a transaction involving Dollar Geal. In September of 2006, Dollar
General engaged Lehman Brothers Inc. (which we tefas Lehman) to act as financial advisor wittpeet to Dollar General's review of
strategic and financial alternatives.

On October 5, 2006, Mr. Perdue, Mr. Daviddd/ Dollar General's Presiding Director, and ferrdollar General CEO Cal Turner, Jr.,
met with representatives of KKR in response to KK&pression of an interest in acquiring Dollar &ah At this meeting, KKR requested
permission to conduct due diligence with a vieypdtentially making an offer to acquire the Company.

The following day, Mr. Perdue and Mr. Wildstified Mr. Dennis Bottorff, Chairperson of theMinating & Corporate Governance
Committee of the Company's board of directors (Whie refer to as the Governance Committee) ofrttiai meeting with KKR.
Mr. Bottorff and Mr. Wilds determined that the fiobard of directors should be made aware of théacdofrom KKR and consider what steps
it should take in response to the contact.

The board of directors and the Governanma@ittee each met in early- and mid-October 200dizouss the contact with KKR and the
appropriate process for responding. As a resuh@de meetings, it was determined that it woulBdyeeficial to establish an advisory
committee to assist the board of directors withekjeression of interest from KKR and other potdiytisignificant strategic matters that mi
arise and to handle any contacts with outside gmrélating to these matters. The board of direatstablished a Strategic Planning
Committee consisting of Mr. Bottorff, Mr. Richardhd@rnburgh, Mr. David Beré (who later resigned frisrat Committee when he was
appointed the Company's President and Chief Operé&ifficer on November 28, 2006, effective Decemhe2006), and Ms. Barbara
Bowles.

The Strategic Planning Committee first m@tNovember 1, 2006. Mr. Edward Herlihy of the fnn Wachtell, Lipton, Rosen & Katz
(which we refer to as Wachtell Lipton) was retaitgdthe Strategic Planning Committee and the bo#directors as independent, outside
legal counsel and advised the Strategic Planningr@ittee on the directors' legal and fiduciary dsifieconnection with considering possible
strategic transactions. Also at the meeting, MrdBe reviewed the Company's financial performamzeautiook and discussed managem
progress on the development of potential stratiegiatives and changes to the Company's operatiadel (see discussion below regarding
"Project Alpha"). In addition to Lehman, which hiaglen advising the board of directors on its ongewvajuation of the Company's business
plans and strategic alternatives, the Strategiorithe Committee determined to retain an indepeniseistment banking firm to advise the
Strategic Planning Committee and the board of thrsdn connection with its considering possiblngactions. In that connection, the
Strategic Planning Committee and the board of thrsaetained Lazard.
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In late November 2006, after consultatiathw.azard and Lehman regarding the Company's ogiisiness operations, the board of
directors announced its intention to take cert®@psto modify its business plan. These initiatwese referred to as Project Alpha and
include, among other things, closing certain sta@ducing future new store openings over the tveatyears, upgrading the existing store
base through remodels and relocations, and elimmatith a few exceptions, the Company's long ditagninventory packaway practice by
the end of fiscal 2007.

The Strategic Planning Committee and therdbof directors each met again in late Novemb@62ihd discussed business and legal
issues in connection with exploring strategic alédives, including likely financial and strategarfies that might be interested in a potential
transaction involving the Company and that woultbdiave the capacity to undertake a transactitineifioreseeable future. As a result of
these discussions, the board of directors detedrim@roceed with obtaining more formal expressiofisterest from potential acquirors. In
early December 2006, the Company entered into denfiality agreements with private equity firmslirding KKR, relating to a possible
transaction.

Also in early December 2006, the membethefStrategic Planning Committee and Lazard m#t mepresentatives of KKR and
separately with another private equity firm. Eatthe private equity firms provided preliminary andn-binding indications of interest,
including price ranges, predicated on conductirtgitéel confirmatory due diligence.

The board of directors met in early Jan2@§7. Representatives of Lazard discussed whatniration the potential bidders had been
given to date and discussed market consideratioths@auation methodologies. The board of directlissussed with its advisors whether to
continue the process as well as other potentiatsrésted parties and considered the potentiainalyes and disadvantages of bringing other
parties into the process. Representatives of Whdhpton discussed with the board of directorslégal duties. The board of directors
determined to permit the private equity firms tmdoct further due diligence with a view to obtamiirm offers from these firms.

Subsequently, each of the two private gdiins brought an additional private equity firmta the process as a potential equity partner
in a transaction involving Dollar General, bringitoga total of four the number of private equityrfs participating in the due diligence
process.

During the next several weeks, the fouvate equity firms and their representatives anémtal financing sources conducted detailed
due diligence investigations.

In late February 2007, Lazard providedringions to each of the private equity firms fobmitting "best and final" offers for the
acquisition of the Company and the deadline fond@io. The instructions were accompanied by a drafger agreement and instructions to
include any comments to the draft agreement togetfie any final bids.

During the following weeks, the due diligerinvestigation of the Company continued.

On March 9, 2007, KKR submitted a propdsacquire all of Dollar General's outstanding sesaf common stock for $22.00 per share
in cash, which was above the top of the prelimimange that KKR had previously indicated to the @any in December 2006. KKR's
proposal was accompanied with a revised draft®ihtlerger agreement, proposed forms of sponsor meareequity commitment letter and
debt commitment letter. KKR indicated that its pyeal was best and final, requested a period otisika negotiations with the Company,
and stated that its proposal would be withdrawtsi€ontents were disclosed to another bidder andfther bidder were granted exclusivity.
Dollar General's financial advisors were informiedttthe private equity firm that had previously tégentified as partnering with KKR in tl
process, had decided not to participate. No bidneesived from the other private equity firms. Lazhad been informed that, following due
diligence, the other firms were unwilling or unabdesubmit an offer that would reach the prelimynamnge previously indicated.
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The Strategic Planning Committee met tedeyadally later that morning to discuss the KKR pregl with its advisors. The Strategic
Planning Committee discussed with Wachtell Liptegdl issues including KKR's changes to the drafgereagreement and the ancillary
documents. At the end of these discussions, tlaegiic Planning Committee determined that it waeltbmmend that the full board of
directors meet the following day to consider thieiof

That afternoon, at the direction of theaftgic Planning Committee, Dollar General anddisnsel prepared a response to KKR's ma
of the merger agreement. KKR's requested changasglied, among other things, provision for a "mari@gtperiod after shareholder appro
of the merger agreement but prior to closing, lovak period of time for KKR to arrange the reqditegh yield financing contemplated by
financing commitments to fund the merger considenainclusion of an expense reimbursement prowi$iw the benefit of KKR in the event
the merger agreement were terminated under caritaiimstances, language limiting the amount and tffrelief Dollar General could
obtain from Parent in the event the merger wagaotpleted, changes to and additional representasiod warranties of Dollar General,
changes to the covenants of the parties, langweagearing Dollar General to commence a debt tenifer with respect to certain outstanding
Dollar General notes and changes to the terminatiohtermination fee provisions. Subsequently, &dBeneral sent a revised draft of the
merger agreement to counsel for KKR, respondingatmus issues raised by KKR's markup, which, amather things, limited some
representations and warranties to be made by D@kaeral, reduced some limitations on Dollar Gdiseadility to operate its business
between signing and closing, expanded KKR's ohibgatwith respect to obtaining requisite regulatapprovals for the merger and
eliminated the expense reimbursement provisiongsep by KKR. Later, counsel for each party metptedmically to discuss the remaining
open points on the merger agreement.

The parties continued to negotiate the seofrthe definitive merger agreement, and the @adiso discussed changes to the other
associated documents, including the draft debtegjuity commitment letters, limited guarantee areddisclosure schedules related to the
merger agreement.

The board of directors met the next daywi advisors. Representatives of Lazard discusdthdthe board of directors the financial
aspects of the proposed transaction including tbpgsed financing arrangements and Lazard rendernd board of directors its oral
opinion, subsequently confirmed in writing, datedridh 11, 2007, that, as of March 11, 2007 and basexhd subject to the matters
described in its opinion, the $22.00 per share oastyer consideration to be received by holdeshafes of Dollar General common stock
(other than Parent and its affiliates) pursuarnh&oproposed merger agreement was fair, from adiahpoint of view, to such holders.
Representatives of Lehman also provided the bdadiectors with Lehman's views and advice on tharicial aspects of the proposed
transaction. Representatives of Wachtell, Liptonawed with the board of directors its legal obtigas relative to considering the proposal
and summarized the proposed merger agreement lateldragreements and updated the board of direatotise status of the documentation
with respect to the potential transaction. Thers @lao a discussion of next steps and the estiniatethble should the board of directors
decide to approve the proposed agreement, incluingnunications plans. The board of directors disoussed the status of the
implementation of Dollar General's previously anmoed Project Alpha initiatives, as well as otheatsigic alternatives available to Dollar
General, and the benefits and risks associatedeaith as compared, and as an alternative, to tieditseand risks associated with the
proposed merger agreement.

Following further discussion, the boardlo€ctors, by unanimous vote of all of its memtaepted resolutions (i) adopting and
declaring advisable the proposed merger agreemenha transactions contemplated by the proposedenagreement, (ii) determining that
the transactions contemplated by the proposed magyeement were advisable and in the best inteoéfdollar General and its sharehold
and (iii) recommending that Dollar General's shaleéérs vote in favor
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of the approval of the proposed merger agreemeahttentransactions contemplated by the merger aggeg including the merger.

Following the board of directors meetirttg parties and their representatives continuedatkerfinal changes to the definitive
documentation, including the disclosure scheduhesaacillary documents. On Sunday, March 11, 2@0¥ parties entered into the merger

agreement.

Reasons for the Merger; Recommendation of Our Boaraf Directors

The board of directors, acting with theiadvand assistance of its outside legal and firsuaclvisors, unanimously (i) adopted and
declared advisable the merger agreement and thgatrtdons contemplated by the merger agreemeéntetérmined that the transactions
contemplated by the merger agreement were advisalblén the best interests of Dollar General amghtareholders and (iii) resolved to
recommend that Dollar General's shareholders wofavior of the approval of the merger agreementthadransactions contemplated by the
merger agreement, including the merger.

In the course of reaching its determingttbe board of directors considered a number dbfacThe material factors considered by the
board of directors were:

the value of the cash consideration to be paiddalaDGeneral shareholders upon consummation ofrtibeger;

the current and historical market prices of our s@n stock and the fact that the price of $22.00spare represented a
premium of approximately 31% over the market clgginice of $16.78 on March 9, 2007, the last trgdiay prior to the
announcement of the transaction, and a premiurpmfoaximately 29% over the average closing shameepturing the previous
30 trading days;

the board of directors' understanding of Dollar &atis business, historical and current finanoéfgrmance, competitive and
operating environment, operations, managementgttreand future prospects;

the board of directors' understanding of the chamg®ollar General's operating model being impleted and management's
views regarding how these changes may impact betlstiort- and lon¢germ financial performance of Dollar General ashae
risks associated with these changes;

the board of directors' understanding of curresmids in the markets and the retail sector in wbiohar General operates;

financial analyses, information and perspectivewigled to the board of directors by managementhadompany's financial
advisors;

the opinion of Lazard that, as of the date of thmion and based upon and subject to the matteezithed in its opinion, the
consideration to be paid in the merger was faimfia financial point of view, to the holders of BolGeneral common stock,
other than Parent and its affiliates;

the process leading to the announcement of theanaggeement and the board of directors' belied, @sult of that process,
that the proposed merger consideration representedland fair price for the shares of common ktotDollar General and
that accepting the proposal would be in the bastésts of Dollar General's shareholders;

the proposed financial and other terms of the nreagd the merger agreement, and the terms andtaoredof the merger
agreement;
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. the fact that the consideration to be paid to Ddlaneral shareholders is all cash, which will jdevDollar General'
shareholders certainty of value and the abilitypntmetize their investment in Dollar General in tigar future and will
eliminate future risks inherent in holding our s&r

. the fact that completion of the merger requiresaipgeroval by the shareholders of Dollar General,

. the board of directors' understanding of the remriaand experience of KKR, the current state ef¢hpital markets and the
likelihood that Parent could successfully obtai@ éguity and debt financing required to fully fuhe payment of the merger
consideration, and its understanding of the progolebt and equity financing term sheets and ottrangements for the
merger;

. the fact that receipt of the merger consideratidhbe taxable to U.S. shareholders of Dollar Gahésr U.S. federal income
tax purposes;

. the fact that, if the merger is completed, our shalders will receive cash for their shares anamtingly will not participate i
any potential future earnings or growth of our bhess and will not benefit from any potential apgtien in our value;

. the fact that Dollar General is required to pagraination fee of $225 million if the board of diters terminates the merger
agreement to accept a superior proposal or theenagyeement is terminated under certain otheuristances; and

. the risks and costs to us if the merger does seglincluding the diversion of management and eyed attention and
potential effects on our relationships with supsliezendors and other business partners.

In addition, the board of directors was ewaf and considered the interests that certaguoflirectors and executive officers may have
with respect to the merger that differ from, or mraddition to, their interests as shareholde®afar General, as described in Taterests o
Dollar General's Directors and Executive Officershe Merger."

The foregoing discussion summarizes thesriatfactors considered by the board of direcioiiss consideration of the merger. After
considering these factors, as well as others, tlaedoof directors concluded that the positive fextelating to the merger agreement and the
merger significantly outweighed the potential nagafactors and the merger agreement and the mergrer advisable and in the best intet
of Dollar General and its shareholders. In viewhaf wide variety of factors considered by the badrdirectors, and the complexity of these
matters, the board of directors did not find itqtigable to quantify or otherwise assign relativaghts to the foregoing factors. In addition,
individual members of the board of directors mayehassigned different weights to various factotse Board of directors unanimously
recommended the merger agreement and the mergst bpen the totality of the information presentedd considered by it.

Our board of directors recommends that you vote "FAR" the approval of the merger agreement and "FOR" the adjournment or
postponement of the special meeting, if necessaryappropriate, to solicit additional proxies.

Opinion of Financial Advisor

Under an engagement letter, dated as ofivia®, 2007, Dollar General retained Lazard togrerffinancial advisory services and to
render an opinion to the board of directors of Brotbeneral as to the fairness, from a financiahtpof view, to holders of Dollar General's
common stock, other than Parent and its affiliadé$he consideration to be paid to such holdethénmerger. Lazard has delivered to Dollar
General's board of directors a written opinionedadiarch 11, 2007,
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that, as of that date, the $22.00 per share in cassideration to be paid to the holders of DdBaneral's common stock, other than Parent
and its affiliates, in the merger was fair to shclders, from a financial point of view.

The full text of the Lazard opinion is att@d as Annex B to this proxy statement and isrpm@ted into this proxy statement by
reference. The description of the Lazard opinidrfah in this proxy statement is qualified in @stirety by reference to the full text of the
Lazard opinion set forth as Annex B. You are urggeckad the Lazard opinion in its entirety for actgtion of the procedures followed,
assumptions made, matters considered and qualbifisaand limitations on the review undertaken bydrd in connection with the opinion.
Lazard's written opinion is directed to Dollar Geals board of directors and only addresses thiadas to the holders of Dollar General's
common stock of the consideration to be paid td$watders in the merger from a financial point &fw as of the date of the opinion.
Lazard's written opinion does not address theivelamerits of the merger as compared to other legsistrategies or transactions that might
be available with respect to Dollar General oruhderlying business decision by Dollar Generalrgage in the merger, and is not intended
to and does not constitute a recommendation tchatder of Dollar General common stock as to howhdumlder should vote with respect to
the merger or any matter relating thereto. Lazangiision is necessarily based on economic, mongtaayket and other conditions as in ef
on, and the information made available to Lazardfathe date of the Lazard opinion. Lazard assuntetksponsibility for updating or
revising its opinion based on circumstances or sveccurring after the date of the opinion. Théofwing is only a summary of the Lazard
opinion. You are urged to read the entire opiniaretully.

In the course of performing its review amlyses in rendering its opinion, Lazard:

. reviewed the financial terms and conditions ofrerger agreement;

. analyzed certain publicly available historical Imgsis and financial information relating to Dollegr@ral;
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. reviewed various financial forecasts and other gat&ided to Lazard by the management of Dollar &airelating to it

business;

. held discussions with members of the senior managenf Dollar General with respect to the busireess prospects of Dollar
General;

. reviewed public information with respect to certather companies in lines of business Lazard betldéo be generally

comparable to the business of Dollar General;

. reviewed the financial terms of certain businesslzioations involving companies in lines of busineagard believed to be
generally comparable to those of Dollar Generaliarather industries generally;

. reviewed the historical stock prices and tradinlywees of Dollar General common stock; and

. conducted such other financial studies, analysdsrarestigations as Lazard deemed appropriate.

Lazard relied upon the accuracy and corapkts of the foregoing information, and did nouassany responsibility for any
independent verification of such information or amgependent valuation or appraisal of any of teets or liabilities of Dollar General or
concerning the solvency or fair value of Dollar ®exd, and was not furnished with any such valuatioappraisal. With respect to financial
forecasts, Lazard assumed that they had been ad@gq@repared on bases reflecting the best cuyrentilable estimates and judgments of
management of Dollar General as to the future firdmperformance of Dollar General. Lazard assumedesponsibility for and expressed
view as to such forecasts or the assumptions oohathey were based.

In rendering its opinion, Lazard assumexd the merger would be consummated on the terntsided in the merger agreement, without
any waiver or modification of any material termsconditions of the agreement by Dollar General.drdZurther assumed that obtaining the
necessary regulatory approvals and contractuakcdsior the merger would not have an adversetaffe©ollar General or the merger. In
addition, Lazard assumed that the representatiothsvarranties contained in the merger agreemenakhagreements related thereto were
true and complete. Lazard did not express any opias to any tax or other consequences that neghttrfrom the merger, nor did its opin
address any legal, tax, regulatory or accountiniers as to which Lazard understood that Dollan&al obtained such advice as it deemed
necessary from qualified professionals. Lazardndidexpress any opinion as to the price at whietreshof Dollar General common stock
might trade subsequent to the announcement of érgan

The following is a summary of the matefiahncial and comparative analyses which Lazardrdsbappropriate for this type of
transaction and that were performed by Lazard imeotion with rendering its opinion. The summary.afard's analyses described below is
not a complete description of the analyses undeglizazard's opinion. The preparation of a fairrgsiaion is a complex analytical process
involving various determinations as to the mostrappate and relevant methods of financial analgsesthe application of those methods to
the particular circumstances, and, therefore, iseadily susceptible to summary description. kivarg at its opinion, Lazard considered the
results of all the analyses and did not attribumg @articular weight to any factor or analysis ddased by it; rather, Lazard made its
determination as to fairness on the basis of ifeagnce and professional judgment after considdhe results of all of the analyses. For
purposes of Lazard's review, Lazard utilized, amatingr things, certain projections of the futureficial performance of Dollar General as
described below, as prepared by the managementlt#r>eneral.

In its analyses, Lazard considered indysénformance, general business, economic, markkfimancial conditions and other matters,
many of which are beyond the control of Dollar GaheNo company, transaction or business used aallchs analyses as a comparison is
identical to Dollar General or the proposed mergad an evaluation of the results of those analigsest entirely
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mathematical. Rather, the analyses involve compiasiderations and judgments concerning financidl@erating characteristics and other
factors that could affect the acquisition, publading or other values of the companies or traimastinalyzed. The estimates contained in
Lazard's analyses and the ranges of valuation#tirgstrom any particular analysis are not necagsardicative of actual values or predicti

of future results or values, which may be signifitamore or less favorable than those suggestdatddépnalyses. In addition, analyses
relating to the value of businesses or securitiesat purport to be appraisals or to reflect tHegsrat which businesses or securities actually
may be sold. Accordingly, the estimates used id,the results derived from, Lazard's analysesrdrerently subject to substantial
uncertainty.

The financial analyses summarized belovuthe information presented in tabular format. Idesrto fully understand Lazard's financial
analyses, the tables must be read together witte#tt@f each summary. The tables alone do nottitotesa complete description of the
financial analyses. Considering the data in théetabelow without considering the full narrativesdeption of the financial analyses,
including the methodologies and assumptions uniigrithe analyses, could create a misleading omipdete view of Lazard's financial
analyses.

The financial analyses that Lazard utilisegroviding its opinion were based upon two altgive sets of management projections for
fiscal years 2007 to 2009 that were based on tferdnt scenarios of the possible future finanp&iformance of Dollar General. Informat
in the following summary referred to as the "Algbase" for Dollar General represents financial priagas for fiscal years 2007 to 2009
developed by Dollar General's management in cororeetith certain of the strategic changes annoutgeBollar General in
November 2006, and information in the following suary referred to as the "Alternative Case" for Boleneral means financ
projections developed by Dollar General's managé¢moerthe fiscal years 2007 to 2009 based on thghAlCase but which assumed slightly
more favorable variables, including assuming higttenparable sales growth, higher gross margin @mér retail and administrative
expenses as a percentage of sales.

Discounted Cash Flow Analysis

Lazard performed a discounted cash flowyaigof Dollar General's shares of common stockingl the projections for fiscal years 2(
to 2009 under the Alpha Case and the Alternativee@aiovided by management of Dollar General angpatations of those projections for
fiscal years 2010 and 2011, Lazard performed alysisaof the present value, as of January 31, 26Dthe free cash flows that Dollar
General could generate from 2007 and beyond. Tlraglated projections for the fiscal years 2010 2011 for the Alpha Case and the
Alternative Case, respectively, which were prepdmgtlazard, were reviewed by Dollar General's menagnt and deemed reasonable by
them. The extrapolated projections were preparkdysfor the purpose of performing Lazard's disdmdncash flow analyses for both the
Alpha Case and the Alternative Case and were rasedhwith potential buyers. Assumptions utilizedtfee extrapolations for the fiscal years
2010 and 2011 projections included a 9.0% salestyréor the Alpha Case, a 9.5% sales growth forAliernative Case and EBITDA marg
constant at the 2009 level. In calculating the teaivalue of Dollar General, Lazard assumed peipegrowth rates ranging from 2.00% to
2.50% for the projected free cash flows for perisdissequent to 2011. The perpetuity growth rates applied to the projected free cash
flow for 2011, as adjusted to reflect no additiostaire openings in perpetuity, resulting in a los&les growth rate and lower capital
expenditures. The projected free cash flows weza thiscounted to present value using a range obdig rates from 10.00% to 10.50%,
which was based on Dollar General's estimated weibaverage cost of capital.

Based on the foregoing, Lazard calculatedrgplied price per share range for Dollar Genecahmon stock of $18.00 to $19.50 for the
Alpha Case and an implied price per share rangBdtiar General common stock of $19.50 to $21.25le Alternative Case, as compared
to the merger consideration of $22.00 per shafeafir General common stock.
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lllustrative Present Value of Future Stock Price Atysis

Lazard performed an illustrative analydishe present value of the future price of Dollar@ral common stock, which is designed to
provide an indication of the present value of a pany's potential future stock price as a functiba company's estimated future earnings
its assumed price to future earnings per shareP&, multiple. For this analysis, Lazard used ihanfcial forecasts under the Alpha Case and
the Alternative Case. Lazard first calculated ireglper share prices for Dollar General common sftocthe beginning of fiscal year 2009 by
applying price to forward earnings per share, 08 BRultiples ranging from 15.0x to 16.0x to estiesadf Dollar General's EPS for fiscal y
2009 under the Alpha Case and the Alternative Qassard also added the value of the dividends tpdie through such date, based on the
Alpha Case and the Alternative Case. Lazard thknleged the present values of the implied pereshaure stock prices for Dollar General
common stock in fiscal year 2009, plus projectiohthe dividends to be received through such diisepunted to March 2007, using a
discount rate of 12.25% based on estimates rel&imipllar General's cost of equity capital.

Based on the foregoing, Lazard calculatedvelied price per share range for Dollar Geneashmon stock under the Alpha Case of
$18.00 to $19.25 per share and an implied pricesipare range for Dollar General common stock utfdeAlternative Case of $19.50 to
$20.75 per share, as compared to the merger coasaieof $22.00 per share of Dollar General comrsimck.

Comparable Public Companies Analysis

Lazard reviewed and analyzed selected pabimpanies in the dollar store, discounters anbiscland drugstore subcategories of the
retail industry that it viewed as reasonably corap#e to Dollar General based on Lazard's knowleddlee retail industry. In performing
these analyses, Lazard reviewed and analyzedrcéiriancial information, valuation multiples and niket trading data relating to the selected
comparable companies and compared such informgatithe corresponding information for Dollar General

Lazard compared Dollar General to the 18liply traded companies in the three retail sulgaties identified in the preceding
paragraph. Using publicly available Wall Streeessh estimates and other public information, Léizaviewed, among other things, price
per share as a multiple of fiscal year 2008 EPS), mdferred to as P/E, and enterprise values cfdleeted comparable companies as a
multiple of the comparable company's earnings leeifftterest, taxes, depreciation and amortizatioEERITDA, for the 2008 fiscal year. A
company's enterprise value is equal to its shattiamg-term debt plus the market value of its comraquity and the value of any preferred
stock (at liquidation value), minus its cash anshcaquivalents.

The dollar store retail companies were:

. Big Lots, Inc.;

. Dollar Tree Stores, Inc.;

. Family Dollar Stores, Inc.; and
. Fred's, Inc.

The discounters and clubs retail storeswer

. BJ's Wholesale Club, Inc.;

. Costco Wholesale Corporation;
. Target Corporation; and
. Wal-Mart Stores, Inc.
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The drugstores were:

. CVS Corporation; and

. Walgreen Co.

Lazard calculated the following trading tiples for each subcategory of the above compamatganies:

Enterprise Value/ 2008E P/E

2008E EBITDA(?) (@
Dollar Stores (mediar 7.2x% 15.5»
Discounters and Clubs (medie 7.8x 16.2x
Drugstores (mear 8.7x 16.5»

(@  All multiples are calendarized for a fiscal yeaf8@nding on January 31, 2009.

Based on the foregoing, and specificallyttanselected dollar stores retail companies, Ichapplied enterprise value/EBITDA multiples
of 7.0x to 7.5x to Dollar General's projected fisgsar 2008 EBITDA and P/E multiples of 15x to Ii®xDollar General's projected fiscal year
2008 EPS and determined an implied price per dlaage for Dollar General common stock under thehAlgase of $17.00 to $18.00 per
share and an implied price per share range foraD@keneral common stock under the Alternative ©@$4.9.00 to $20.00 per share, as
compared to the merger consideration of $22.0&pare of Dollar General common stock.

Precedent Transactions Analysis

Lazard reviewed and analyzed selected tgenedent merger and acquisition transactionsling companies in the food and drug,
department store and specialty retailer subcategafi the retail industry it viewed as comparabléhe merger. In performing these analyses,
Lazard analyzed certain financial information arahsaction multiples relating to companies in thlected transactions and compared such
information to the corresponding information forlao General.

Specifically, Lazard reviewed 17 merger anduisition transactions since November 2004 winglcompanies in the retail
subcategories identified in the preceding parageaghfor which sufficient public information wasailable. To the extent publicly available,
Lazard reviewed, among other things, the transaaiderprise values implied by the precedent tiititsss as a multiple of the target's
EBITDA.

The precedent transactions involving fond drug stores were (listed by acquiror followedlg acquired company and the date these
transactions were publicly announced):

. Whole Foods Market Inc. / Wild Oats Markets Inc.-bReary 21, 2007,

. The Great Atlantic & Pacific Tea Co. / Pathmarkr8solnc.—February 27, 2007;

. Rite Aid Corporation / Jean Coutu Group (Brooks-&ch—August 24, 2006;

. Supervalu Inc., CVS Corporation, Cerberus Capitahement, L.P. / Albertson's, Inc.—January 236280d

. Bain Capital LLC / Dollarama Inc.—November 24, 2004

The precedent transactions involving deparit stores were (listed by acquiror followed by #itquired company and the date these
transactions were publicly announced):

. Maple Leaf Heritage Investments Acquisition Corpludson's Bay Co.—October 28, 2005;

. Bon-Ton Stores Inc. / Saks Inc. (Northern)—Octdkier2005;
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. Sun Capital Partners Inc. / ShopKo Stores—October 18, 200¢
. Texas Pacific Group, Warburg Pincus LLC / The Neirvéarcus Group, Inc.—May 2, 2005;
. Federated Department Stores Inc. / The May Depaltt@@res Company—February 28, 2005; and

. Kmart Holding Corp. / Sears Roebuck & Co.—Novemb#r2004.

The precedent transactions involving spgcratailers were (listed by acquiror followed the acquired company and the date these
transactions were publicly announced):

. Texas Pacific Group, Leonard Green & Partners, LHEETCO Animal Supplies, Inc.—July 14, 2006;

. Bain Capital Partners LLC, The Blackstone Groupi¢hdels Stores Inc.—June 30, 2006;

. Bain Capital Partners LLC / Burlington Coat Factéviarehouse Corp.—January 18, 2006;

. Leonard Green & Partners, L.P. / The Sports Authphic.—January 23, 2006;

. Apollo Management V, L.P., Silver Point Capital Bunvestments, LLC / Linens 'n Things, Inc.—Novem®g2005; and

. Kohlberg, Kravis Roberts & Co. L.P., Bain Capitalrthers LLC, Vornado Realty Trust/ Toys "R" Us;.lv-March 17, 2005.

Lazard calculated the following multiples Bach subcategory of the selected transacti@tsinsts analysis:

Enterprise Value as a
Multiple of EBITDA

(Median)
Food & Drug Store 10.5»
Department Store 6.8x
Specialty Retailer 8.4x
All Transactions 8.6x

Based on the foregoing, Lazard determimeBRBITDA multiple reference range of 8.5x to 10dhd applied such range to the fiscal y
2006 pro forma EBITDA for Dollar General to calcigan implied price per share range for Dollar Gaheommon stock of $17.00 to
$21.00, as compared to the merger considerati®200 per share of Dollar General common stock.

Miscellaneous

Lazard's opinion and financial analysesen@t the only factors considered by Dollar Gertadard of directors in its evaluation of the
merger and should not be viewed as determinativheo¥iews of Dollar General's board of directar®ollar General's management.

The Lazard engagement letter with Dollan&al provides that, for its services, Lazard iitlkedl to receive from Dollar General a fee of
$5 million due on the date Lazard rendered itsss opinion to our board of directors and $10ionillpon consummation of the merger.
Dollar General has also agreed to reimburse Lafpauits reasonable out-of-pocket expenses, inclydlie reasonable expenses of legal
counsel, and to indemnify Lazard and related padgainst liabilities, including liabilities undére federal securities laws, arising out of its
engagement. Lazard has provided, and may currenttythe future provide, investment banking segsito KKR or its affiliates or to one or
more of their respective portfolio companies, fdrieh Lazard has received or may receive custormemy.fLazard has also provided financial
advisory services to Dollar General in connectidtihwertain
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of the strategic changes announced by Dollar GéreNovember 2006. The fee in the amount of $lliarlassociated with such advisory
services will be credited against the portion &f therger fee payable to Lazard upon consummatitimeaierger. In addition, in the ordinary
course of their respective businesses, affiliafdsa@ard and LFCM Holdings LLC (an entity indirecthtwned in large part by managing
directors of Lazard) may actively trade securité€®ollar General for their own accounts and far #tcounts of their customers and,
accordingly, may at any time hold a long or shodifon in such securities.

Lazard is an internationally recognizedeistiment banking firm and is continually engagethevaluation of businesses and their
securities in connection with mergers and acqois#j negotiated underwritings, secondary distrimgiof listed and unlisted securities,
private placements, leveraged buyouts, and valsfior real estate, corporate and other purposemrtd was selected to act as investment
banker to Dollar General because of its expertigkits reputation in investment banking and mergacs acquisitions and its independence
with respect to the merger and the transactionteagplated by the merger agreement.

Projected Financial Information

We have included certain financial projees in this proxy statement to provide our sharmsl access to certain nonpublic information
considered by Parent and/or our financial advifmrpurposes of considering and evaluating the ererthe inclusion of this information
should not be regarded as an indication that Paeriger Sub, our board of directors, KKR or Lazandany other recipient of this
information considered, or now considers, it taalreliable prediction of future results.

The projections below set forth two diffiereets of future cash flows for Dollar GeneraleTAlpha Case" represents financial
projections for the fiscal years 2007 to 2009 depetl by Dollar General's management in connectitinaertain strategic changes
announced by Dollar General in November 2006, hed'Alternative Case" represents financial pro@uifor the fiscal years 2007 to 2009
developed by Dollar General's management baseleoAlpha Case but which assumed slightly more favervariables, including assuming
higher comparable sales growth, higher gross mangihlower retail and administrative expenses gareentage of sales. The extrapolated
projections set forth below for the fiscal yeard@@nd 2011 were prepared by Lazard and reviewgdleemed reasonable by Dollar
General's management and were prepared only fgrutpose of completing Lazard's discounted cash épalyses for both the Alpha Case
and the Alternative Case. They were not shared patkntial buyers.

The projections reflect numerous estimates assumptions with respect to industry perforreageneral business, economic, regulai
market and financial conditions, as well as matspecific to Dollar General's business, many ofchtare beyond Dollar General's control.
As a result, there can be no assurance that thecped results will be realized or that actual lsswill not be significantly higher or lower
than projected. The projections cover multiple gemrd such information by its nature becomes Egshie with each successive year. The
financial projections were prepared solely for intd use or for the use of Parent, our board @fatiars and our board of directors' advisors in
connection with the potential transaction and nith & view toward public disclosure or toward coyipl with United States generally
accepted accounting principles, the published diniele of the SEC regarding projections or the glings established by the American
Institute of Certified Public Accountants for pregi@on and presentation of prospective financitdrimation. Neither the Company's
independent registered public accounting firm,amy other independent accountants, have compikaaini@ed, or performed any procedures
with respect to the prospective financial inforraatcontained herein, nor have they expressed anjoopor any other form of assurance on
such information or its achievability. Furthermattee financial projections do not take into accoamy circumstances or events occurring
after the date they were prepared.
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Readers of this proxy statement are caetiorot to place undue reliance on the projectiehsosth below. No one has made or makes
any representation to any shareholder regardingnfbemation included in these projections. Thduis@n of projections in this proxy
statement should not be regarded as an indicadtatrstich projections will be an accurate predictibfuture events, and they should not be
relied on as such. Dollar General undertakes nigatbn to update, or otherwise revise the matgniajections to reflect circumstances
existing after the date when made or to reflectot@irrence of future events, even in the evertahg or all of the assumptions are shown to
be in error.

($ amounts in millions)

Alpha Case 2007E 2008E 2009E 2010E®@ 2011E@

Revenue $ 9,560.( $ 10,092.: $ 11,064.: $ 12,060.( $ 13,145.:
Growth 4.2% 5.6% 9.6% 9.0% 9.0%
Gross Profi $ 2,611 $ 2,850.0 $ 3,216.¢ N/A N/A
Margin 27.3% 28.2% 29.1% N/A N/A
EBIT $ 340.¢ $ 549¢ $ 699.¢ 760.4 827.F
Margin 3.6% 5.4% 6.3% 6.3% 6.3%
Net Income $ 196.7 $ 331.C $ 423.2 N/A N/A
Margin 2.1% 3.3% 3.8% N/A N/A
EPS $ 062 $ 1.12  $ 1.4¢ N/A N/A
Same Store Salt 1.7% 3.3% 4.5% N/A N/A
Stores Operated (End of Yei 8,35¢ 8,66¢ 9,27¢ N/A N/A
Alternative Case 2007E 2008E 2009E 2010E®@ 2011E@

Revenue $ 9,635.( $ 10,216.! $ 11,242.( % 12,310.( $ 13,479.:
Growth 5.0% 6.0% 10.0% 9.5% 9.5%
Gross Profi $ 2,632.: $ 2,932.( $ 3,302.¢ N/A N/A
Margin 27.3% 28.7% 29.4% N/A N/A
EBIT $ 344.¢ $ 612.¢ $ 756.¢ 827.¢ 906.1
Margin 3.6% 6.0% 6.7% 6.7% 6.7%
Net Income $ 199.1 $ 370.C $ 459.( N/A N/A
Margin 2.1% 3.6% 4.1% N/A N/A
EPS $ 0.6t $ 127 $ 1.61 N/A N/A
Same Store Salt 2.5% 3.8% 5.0% N/A N/A
Stores Operated (End of Ye: $ 8,35¢ % 8,66/ $ 9,27¢ N/A N/A

(@ Extrapolated projections prepared by Lazard usiotjdd General's projections for fiscal years 2002009. These projections were
reviewed and deemed reasonable by Dollar Genenategement. These projections were not provid&tent or its advisers.

Financing of the Merger

Parent estimates that the total amountiiodi$ necessary to complete the merger is anticifiatbe approximately $7.65 billion payable
to Dollar General's shareholders and holders afraghyuity-
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based interests, with the remainder used to repdyefinance existing indebtedness, and to paymesty fees and expenses in connection
with the merger, the financing arrangements aratedltransactions.

Pursuant to the merger agreement, Parebligated to use its reasonable best efforts tainlthe financing described below on the
terms and conditions described in the related imapncommitment papers or terms that would not esblg impact the ability of Parent or
Merger Sub to timely consummate the transactionseroplated by the merger agreement. In the evahPrent becomes aware of any e
or circumstance that makes procurement of anygodf the debt financing unlikely to occur on teemis and conditions contemplated in the
debt commitment letter, Parent must use its reddermest efforts to arrange to obtain alternatimarfcing for such portion from alternative
sources on terms and conditions that are no lessdhle to Parent and Merger Sub and no more aglterthe ability of Parent to
consummate the merger (in each case, as deterinitieel reasonable judgment of Parent) than as oypiéded by the debt commitment let
as promptly as practicable following the occurreatsuch event but no later than one day prioh&édosing date.

The following arrangements are intendegrtivide the necessary financing for the merger:
Debt Financing

Parent has received a debt commitment|ettgded as of March 11, 2007, as amended, fromdr@ah Sachs Credit Partners L.P.
("GSCP"), Citicorp North America, Inc. and/or ififiliates, including Citigroup Global Markets In€'Citigroup™), Lehman Brothers Inc.
("LBI"), Lehman Commercial Paper Inc., Lehman BesthCommercial Bank, Wachovia Bank, National Assthan, Wachovia Investment
Holdings, LLC and Wachovia Capital Markets, LLC (&dhovia Securities") (collectively, the "Debt Ficamy Sources"), to provide the
following, subject to the conditions set forth retdebt commitment letter:

. to the Merger Sub (the "Borrower"), up to $3.5ibill comprised of a $2.5 billion senior secured tévan facility and a
$1.0 billion senior secured asset-based revolvirditfacility (of which up to $300 million will bavailable on the date of the
initial borrowing) for the purpose of financing theerger, repaying or refinancing certain existingeibtedness of Dollar
General and its subsidiaries, paying fees and esqeeimcurred in connection with the merger angfowiding ongoing
working capital and for other general corporateppses of the surviving corporation and its subsiela

. to Borrower, at its option, either up to (x) $1liBion in aggregate principal amount of senior etisred notes (the "Senior
Unsecured Notes") or (y) if the Senior UnsecureteN@are not issued prior to the closing of the mer§l.45 billion in senior
unsecured increasing rate loans under the sensmcuned bridge facility for the purpose of finamcthe merger, repaying or
refinancing certain existing indebtedness of DdBaneral and its subsidiaries and paying fees aperses incurred in
connection with the merger; and

. to Borrower, at its option, either up to (x) $650lion in aggregate principal amount of senior sidisated notes (the "Senior
Subordinated Notes") or (y) if the Senior SubortidaNotes are not issued prior to the closing efrtterger, $650 million in
senior subordinated increasing rate loans undeseghmr subordinated bridge facility for the pumpadé financing the merger,
repaying or refinancing certain existing indebtexinef Dollar General and its subsidiaries and gafjées and expenses
incurred in connection with the merger.

The debt commitments expire on Novembe280y. The documentation governing the debt firagghas not been finalized and,
accordingly, their actual terms may differ from skadescribed in
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this proxy statement. Parent has agreed to useat®nable best efforts to arrange the debt fingnmn the terms and conditions described in
the debt commitment letter or on terms that wowtlatversely impact the ability of Parent or Mer§eab to timely consummate the merger
(as determined in the reasonable judgment of Parent

Although the debt financing described iis fhroxy statement is not subject to a due diligemic"market out,” such financing may not be
considered assured. As of the date of this praatestent, no alternative financing arrangementsdtemeative financing plans have been m
in the event the debt financing described heremotsavailable as anticipated.

Conditions Precedent to the Debt Commitments

The availability of the facilities conterapdd by the debt financing commitments is subpatipng other things, to consummation of the
merger in accordance with the merger agreementidwitgiving effect to any amendments or waiverseteethat are material and adverse to
the lenders under such facilities without the cohsé the lead arrangers thereunder), paymentapfired fees and expenses, the funding of
the equity financing, the repayment or refinanafigertain of our existing debt and the absenaesedhin types of other debt, delivery of
certain historical and pro forma financial informoat the execution of certain guarantees and thaticm of security interests and the
negotiation, execution and delivery of definitivecdmentation.

Senior Secured Term and As-Based Revolving Credit Facilities (the "Senior Féities")

General. The borrower under the Senior Facilities wédlthe surviving corporation upon consummation efrtierger. The Senior
Facilities will be comprised of (1) a $2.5 billiserm loan facility with a term of seven years a2fign asset-based revolving credit facility
with a term of six years equal to $1.0 billion; yided that if the Borrower determines prior to therger that the available amount under the
revolving credit facility will be less than $1.0lkn then the lenders will increase the term Idatility by the difference between $1.0 billion
and the available amount under the revolver, aaddkolving credit facility will be reduced on alldo-for-dollar basis.

GSCP, Citigroup, LBI and Wachovia Secusitiave been appointed as joint lead arrangersoamcopokrunners for the Senior
Facilities. It is expected that an entity to beedined will act as administrative agent for thaiSeFacilities, with CIT Corp. expected to act
as administrative agent for the asset-based renghtiedit facility.

Interest Rate and Fees. Loans under the Senior Facilities are expetidzkar interest, at the Borrower's option, att@ egual to the
adjusted London interbank offer rate or an altertatse rate, in each case plus a spread. Aft@&dtrewer's delivery of financial statements
with respect to at least one full fiscal quartediag after the effective date of the merger, irgerates under the Senior Facilities shall be
subject to pricing grids to be agreed upon betwiberBorrower and the Debt Financing Sources anthdrtase of the term credit facility,
such grid will be based on a senior secured leweratio (which means the ratio of the Borrowertaltoet senior secured debt to adjusted
EBITDA).

Guarantors. All obligations under the Senior Facilities amtter any interest rate protection, currency exgbaor other hedging or
swap arrangement entered into with a lender orodiitg affiliates will be unconditionally guarantk@intly and severally by each of the
existing and subsequently acquired or organizezttland indirect, wholly owned domestic subsideaéthe Borrower (other than certain
subsidiaries to be mutually agreed upon).
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Security. The obligations of the Borrower and the guasentinder the term credit facility and the guarastend under any interest
rate protection or other hedging arrangement ediiate with a lender or any of its affiliates, wile secured, subject to permitted liens and
other agreed upon exceptions, (1) on a first-liasidy by all the capital stock of the Borrower @&adubsidiaries (limited, in the case of
foreign subsidiaries, to 100% of the non-votingitastock and 65% of the voting capital stock ufls subsidiaries) directly held by the
Borrower or any guarantor, (2) on a fit&tn basis, by substantially all present and fulssets of the Borrower and each guarantor (otia
account receivables, inventory, cash, deposit adsa@nd the intangible assets and proceeds rekatisigch account receivables, inventory,
cash and deposit accounts) and (3) on a secondidign, by all account receivables, inventory, cdsposit accounts and the intangible as
and proceeds relating to such account receivaiblesntory, cash and deposit accounts. The obligataf the Borrower and the guarantors
under the revolving credit facility and the guass®, and under any interest rate protection or diddging arrangement entered into with a
lender or any of its affiliates, will be securedbgect to permitted liens and other agreed uporgti@ns, on a first-lien basis, by all account
receivables, inventory, cash, deposit accountsfanihtangible assets and proceeds relating to acobunt receivables, inventory, cash and
deposit accounts. If certain security is not predi@t closing despite the use of commercially nealsie efforts to do so, the delivery of such
security will not be a condition precedent to thaikbility of the senior secured credit facilities the closing date, but instead will be
required to be delivered following the closing datesuant to arrangements to be agreed upon.

Other Terms. The Senior Facilities will contain customarpmesentations and warranties and customary affivenand negative
covenants, including, among other things, restnigtion indebtedness, investments, sales of assetgers and consolidations, prepayments
of subordinated indebtedness, liens and dividendsoéher distributions. The Senior Facilities wvailléo include customary events of defaults
including a change of control to be defined.

Bridge Facilities

The Borrower is expected to issue up td $@lion aggregate principal amount of senior unsed notes and/or senior subordinated
unsecured notes. The notes will not be registeneliuthe Securities Act and may not be offeredhénWnited States absent registration or an
applicable exemption from registration requirements

If the offering of notes by the Borrowemist completed on or prior to the closing of thergee, the Debt Financing Sources have
committed to provide up to $2.1 billion in loangwarised of a senior unsecured increasing rate éridglity of up to $1.45 billion, including
a senior unsecured PIK option bridge facility oftag$725 million and a senior subordinated bridaglity of up to $650 million. The
Borrower would be the borrower under each bridgdifa. The bridge facilities will be guaranteedn(a senior subordinated basis, in the case
of the senior subordinated bridge facility) by themestic subsidiaries of the surviving corporatiuet guarantee the Senior Facilities.

GSCP, Citigroup, LBI and Wachovia Secusitimve been appointed as joint lead arrangersoamdopokrunners for each of the bridge
facilities.
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Equity Financing

Pursuant to an equity commitment letteteddarch 11, 2007, KKR 2006 Fund L.P. has agreazhtise up to $2.775 billion of cash to
be contributed to Parent, which will constitute #upiity portion of the merger financing. Such egggdmmitment obligation may be assigned
to affiliates and other co-investors, provided KRBO6 Fund L.P. remains obligated to perform sudlgation to the extent not performed by
such assignee. As of the date of this proxy staténk&KR 2006 Fund L.P. has assigned (i) $300 milla$ its commitment to Citigroup
Global Markets Inc. (the "Bridge Financing Sourcéil) $200 million of its commitment to Citigroupapital Partners Il Employee Master
Fund, L.P., Citigroup Capital Partners Il 2007 @iviup Investment, L.P., Citigroup Capital Partrie@nshore, L.P., Citigroup Capital
Partners Il Cayman Holdings, L.P. and CPE Co-lmaest (Dollar General) LLC, and (iii) $500 milliorf i's commitment to GS Capital
Partners VI Fund, L.P., GS Capital Partners VI Ralrd..P., GS Capital Partners VI GmbH & Co. KGdaBS Capital Partners VI Offshore
Fund, L.P., of which such entities may further gsip to $100 million in the aggregate to affilcifends or entities (provided, such entities
will remain obligated for their commitments to tetent not performed by such assignee). In additisrof the date of this proxy statement
KKR 2006 Fund L.P. and the Bridge Financing Solmaee assigned $65 million of their commitmentsedain other third parties and inte
to further assign their commitments in the future.

The equity commitments described abovagarerally subject to the satisfaction or waivealbbf the conditions to the obligations of
Parent and Merger Sub to effect the closing ohtleeger under the merger agreement in accordanbetaierms.

The equity commitment letter provided by RR006 Fund L.P. will terminate:

. upon the valid termination of the merger agreement;

. if Parent or Merger Sub breaches any representatiamanty, covenant or agreement under the mageement;

. if Dollar General or any of its affiliates asseatslaim against KKR 2006 Fund L.P. under its guesaiidescribed below);
. if any person other than Parent seeks to enforceafgse Parent to enforce) the equity commitméterieor

. if KKR 2006 Fund L.P. has paid all of its obligatounder the guarantee.

Guarantee; Remedies

In connection with the merger agreementR<2006 Fund L.P. (which we refer to as guarantovyided Dollar General a guarantee of
certain payment obligations of Parent, including plarent termination fee described below, up t@aimum amount equal to $225 million.
The guarantee may be assigned in connection witlassignment of the equity commitment and has bssigned by KKR 2006 Fund L.P.
connection with the assignments described abovedhan the assignment to the Bridge Financingc&@uhowever, no such assignment
relieves the guarantor of its obligation to Dollzeneral under the guarantee. The guarantee willirem full force and effect until the earli
of (1) the effective time of the merger (but orflyParent's obligation to deposit the merger comatiten with the paying agent has been
performed in full), (2) termination of the merggraement in accordance with its terms by mutuaseohof Parent and Dollar General under
circumstances set forth in the merger agreemenhioh Parent and Merger Sub would not be obligatguhy the termination fee payable by
Parent or otherwise make payments pursuant to énganagreement and (3) the one-year anniversagyofermination of the merger
agreement pursuant to which Parent and Merger Bubldigated to make termination payments, provithed the guarantee will not
terminate as to any claim for payments for whictiagohas been given to the respective guarantor fwisuch one year anniversary until fi
resolution of such claim. However, if
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we bring certain legal claims relating to certaioyisions of the guarantee with respect to the @reagd related transactions, then (1) the
guarantor's obligations under the guarantee mayitate and (2) the guarantor may be entitled towverccertain payments made to Dollar
General under the guarantee.

We cannot seek specific performance toireq@arent or Merger Sub to complete the merget,cam exclusive remedy for the failure of
Parent and Merger Sub to complete the mergeramairiation fee of $225 million payable to us unther circumstances described under "
Merger Agreement-Fees and Expenses” beginning on page 58. The maggegment also provides that in no event can @le teerecover ii
excess of $225 million for a breach of the merggeament by Parent or Merger Sub.

Interests of the Company's Directors and Executiv®fficers in the Merger
Pre-Existing Employment Agreements and Other Arramgents

We are a party to employment agreements @ath of David A. Perdue (our Chairman and Chiefchtive Officer), David M. Tehle
(our Executive Vice President and Chief Financitiic@r), Beryl J. Buley (our Division President—Mxérandising, Marketing and Supply
Chain), Kathleen R. Guion (our Division Presidentter€ Operations and Store Development), Susani8gaa (our Executive Vice
President and General Counsel), Challis M. Lowe Executive Vice President, Human Resources), ABitklliott (our Senior Vice
President & Controller) and Wayne Gibson (our SeWice President—Dollar General Markets). In adifitiwe have a Letter of Agreement
regarding employment with David L. Beré (our Presidand Chief Operating Officer). We refer to dltftese persons as the "Executive
Officers."

Mr. Perdue's employment agreement prouidas in the event of his termination of employmientus for any reason other than death,
disability or "cause" (as defined in the agreement)y Mr. Perdue for "good reason" (as definethmagreement) within the two-year period
immediately following a change in control of Dollgeneral, upon execution of a release of certaiimd against us and our affiliates in the
form attached to his employment agreement, Mr. iRewdll be entitled to the payment of any earnetdumpaid base salary, expenses and
vacation pay that have accrued through the terioimatate, any other unpaid accrued amount or beregfiired under any employee benefit
plan in which he participates, any unpaid compeéosaireviously deferred, together with any accrudrest or earnings (unless Mr. Perdue
has elected a different payout date in a priorafelection or unless the plan provides for aaothayout date), and a lump sum severance
payment equal to three times the sum of his anpase salary in effect on his service terminaticie dad his actual annual incentive bonus
earned in the year immediately prior to the yeawliich his employment terminated (or his targetuahincentive bonus for the year in whi
the termination occurs, if greater). In additioor, 86 months after his termination date, we wily plee premium of his participation in our
retiree medical plan, if any, in accordance with élected coverage in place on his termination @etesuch retiree medical plan is currently
in place). We will also gross-up our payments akthpremiums to the extent they are taxable tdPdrdue. If any payments or benefits to
Mr. Perdue that are contingent on the completiothefmerger would cause him to be subject to tleesexax under federal income tax rules,
we will pay an additional amount to him to covee #xcise tax and any resulting taxes. Howeveftef aeceiving this payment Mr. Perdue's
after-tax benefit is not at least $25,000 more tharould be without this payment, then it will neé made and the severance plan and other
benefits due will be reduced so that an exciséstawt incurred. The completion of the merger wilhstitute a change in control for purposes
of Mr. Perdue's employment agreement. If Mr. Peslemployment were terminated other than for dediffability or cause, or by Mr. Perd
for good reason immediately following the complatiaf the merger, Mr. Perdue would be entitled tshcseverance payments in the
aggregate amount of approximately $6,798,000.
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The employment agreements with Messrs.elahtl Buley and Mss. Guion, Lanigan and Lowe pmtfidt, in the event of the
executive's termination of employment by us (ouecessor) without cause (and other than due tdhaeatisability) or by the executive for
good reason within two years following a changeantrol (as defined in the agreements), in addittoany earned but unpaid base salary
through the service termination date, along with etiher benefits owed under any of our plans ceagrents covering the executive (which
benefits will be governed by the terms of that plamgreement), upon execution of a release ohicectaims against us and our affiliates in
the form attached to the executive's employmerdeagent, the executive will be entitled to severgrayeanents consisting of a lump-sum
payment equal to two times the executive's annase Isalary in effect immediately prior to the chaimgcontrol plus two times the
executive's target incentive bonus in effect imratady prior to the change in control and a lump-gayment equal to two times our annual
contribution for the executive's participation mranedical, dental and vision benefits program.Wilkalso provide the executive with
outplacement services, at our expense, for onegre#rearlier, until other employment is securdany payments or benefits to the
executives that are contingent on the completioth@imerger would cause any of them to be subjeittet excise tax under federal income
rules, we will pay an additional amount to the exa@ to cover the excise tax and any resultingsaxlowever, if after receiving this
payment the executive's after-tax benefit is nde@st $25,000 more than it would be without tragrpent, then it will not be made and the
severance and other benefits due will be reducedeg@n excise tax is not incurred. The completibtihe merger will constitute a change in
control for purposes of the executives' employnagmeements. If the executives' employment wereitetied other than for death, disability
or cause, or by the executive for good reason, idiately following the completion of the merger, Mes Tehle and Buley and Mss. Guion,
Lanigan and Lowe would be entitled to cash severgayments in the aggregate amount of approxim&te§88,588, $1,964,938,
$1,710,760, $1,410,758 and $1,404,850, respectively

The employment agreements with Ms. Eléttl Mr. Gibson provide that, in the event of theaive's termination of employment by
us (or a successor) without cause (and other tharialdeath or disability) or by the executivedood reason within two years following a
change in control (as defined in the agreementgddition to any earned but unpaid base salaougir the service termination date, along
with any other benefits owed under any of our planagreements covering the executive (which benefil be governed by the terms of t
plan or agreement), upon execution of a releasemdin claims against us and our affiliates inftren attached to the executive's
employment agreement, the executive will be ewtitteseverance payments consisting of a lump-suymeat equal to two times the
executive's annual base salary in effect immediaigor to the change in control plus two times éxecutive's target incentive bonus in ef
immediately prior to the change in control andrapssum payment equal to two times our annual coniobubr the executive's participatic
in our medical, dental and vision benefits progréivie. will also provide the executive with outplacernservices, at our expense, for one year
or, if earlier, until other employment is securdciny payments or benefits to the executives éinatcontingent on the completion of the
merger would cause any of them to be subject t@xicese tax on excess parachute payments undeafédeome tax rules, we will reduce
the amount payable to the executive so that no atmmaid will subject to the excise tax. Howevethié executive's after-tax benefit
determined without the reduction will be at lea25$00 more than it would be with the reductioentlve will not implement the reduction,
and the severance and other benefits due will kipdull and subject to the excise tax. The coatiph of the merger will constitute a chai
in control for purposes of the executives' emploghagreements. If the executives' employment waraihated other than for death,
disability or cause, or by the executive for goedson, immediately following the completion of therger, Ms. Elliott and Mr. Gibson wot
be entitled to cash severance payments in the gagramount of approximately $871,805 and $1,16&2 &&pectively.
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Mr. Beré's Letter of Agreement provides tivathe event of his termination of employmentusy(or a successor) without cause (and
other than due to death or disability) or by himdood reason (each of "cause" and "good reasodéfased in the agreement), upon
execution of a release of certain claims againginasour affiliates in a form acceptable to us e agrees to non-compete, non-solicitation
and confidentiality limitations, all on the samens as are customarily required or our Executiviécéfs, he will be entitled to severance
payments consisting of an amount, payable in eiqstdllments over a 12 month period, equal to hizual base salary in effect on his
termination date. If Mr. Beré's employment werertieiated for one of the reasons identified above édliately following the completion of
the merger, he would be entitled to cash severpagments in the aggregate amount of approximaféd@ H00.

Equity Awards
Restricted Stock Uni

At the effective time of the merger, abtrécted stock units issued and outstanding undeequity incentive plans will become fully
vested and will be cancelled and converted intaitite to receive a cash payment equal to the numbeestricted stock units multiplied by
$22.00, without interest and less any applicabtahalding taxes. The table below sets forth the Imenand aggregate value of restricted
stock units held by the Named Executive Officerd dimectors as of March 29, 2007.

Aggregate

Name Number of RSUs Value

David A. Perdug 529,171.8 $ 11,641,780.9
David L. Beé 14,082.5¢ $ 309,816.3
David M. Tehle 29,2488 $ 643,475.3
Beryl J. Buley 36,768.9. $ 808,916.2
Kathleen R. Guiol 28,4320 $ 625,505.5
Susan S. Laniga 20,610.00 $ 453,421.5
Challis M. Lowe 28,060.4 $ 617,329.9
Anita C. Elliott 12,889.6° $ 283,572.7
Wayne Gibsor 14,103.21 $ 310,270.4
Dennis C. Bottorft 14,082.5¢ $ 309,816.3
Barbara L. Bowle:! 14,082.50 $ 309,816.3
Reginald D. Dicksol 14,0825 $ 309,816.3
E. Gordon Ge: 14,082.5¢ $ 309,816.3
Barbara M. Knuckle: 14,082.5¢ $ 309,816.3
J. Neal Purcel 14,062.3 $ 309,372.3
James D. Robbir 14,082.5¢ $ 309,816.3
Richard E. Thornburg 4,629.8. $ 101,856.0
David M. Wilds 14,082.5¢ $ 309,816.3

Restricted Shares

At the effective time of the merger, excaptotherwise agreed by a holder and Parent, et af restricted company common stock
issued and outstanding under our equity incenti@agor otherwise and any accrued stock divideriiacome fully vested and will be
converted into the right to receive a cash payragotl to the number of shares of restricted companymon stock multiplied by $22.00,
without interest and less any applicable withhadiax. The table below sets forth the number ampleagate value of shares of restricted
company common stock held by the
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Executive Officers as of March 29, 2007. None af divectors, other than Mr. Perdue, held any ret&td company common stock as of that
date.

Number of Restricted

Name Shares Aggregate Value
David A. Perdus 31,54¢ $ 694,012.0
David M. Tehle 5000 $ 110,000.0

Deferred Equity Units

At the effective time of the merger, alfeteed amounts held in unit accounts denominatesthares of our common stock under our
Compensation Deferral Plan (which we refer to a®@ur Supplemental Executive Retirement Plandivke refer to as SERP) and our
Deferred Compensation Plan for NEmployee Directors (which we refer to as DDC) wakt and be converted into cash equal to the nt
of shares deemed held in such unit accounts meltifly $22.00, payable or distributable in accocdanith the terms of the agreement, plan
or arrangement relating to such unit account, d@ssrequired withholding taxes. The table belovs $etth the number and aggregate value of
shares of deferred amounts held in unit accountidNamed Executive Officers and directors as afdil 29, 2007.

Number of Deferred
Name Equity Units Aggregate Value

David A. Perdug
David L. Beé

David M. Tehle
Beryl J. Buley
Kathleen R. Guiol
Susan S. Laniga
Challis M. Lowe
Anita C. Elliott
Wayne Gibsor
Dennis C. Bottorfi
Barbara L. Bowle:!
Reginald D. Dicksot
E. Gordon Ge:i
Barbara M. Knuckle:
J. Neal Purcel
James D. Robbir
Richard Thornburg!
David M. Wilds
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Stock Options

At the effective time of the merger, excaptotherwise agreed to by the holder and Paréptjtatanding options to acquire our common
stock issued and outstanding under our equity ineeplans or otherwise will become fully vestediasubject to the terms of those equity
incentive plans, be cancelled and converted irgaithht to receive a cash payment equal to the euamtshares of our common stock
underlying the options multiplied by the amountaiify) by which $22.00 exceeds the exercise prigdbpwt interest and less any applicable
withholding taxes. The table below includes the hamweighted average exercise price and aggregate of options to acquire our
common stock held by the Executive Officers anéators as of March 29, 2007.
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Underwater
Options to be

Cancelled in
In-The-Money Options (1) the Merger(2)
Number of
Shares
Number of Shares Weighted Avg. Aggregate Underlying
Underlying Options Exercise Price Value Options
David A. Perdug 1,313,631 $ 147 $ 9,555,22. 0
David L. Beé 9,44¢ 3 12.71 % 87,75 0
David M. Tehle 23521 $ 18.9¢ $ 720,03¢ 63,00(
Beryl J. Buley 195,68. $ 17.9¢ $ 784,78( 0
Kathleen R. Guiol 200,48: $ 1952 % 497,95t 50,30(
Susan S. Laniga 186,33: $ 18.4s % 663,70t 42,00(
Challis M. Lowe 127,730 $ 18.9C $ 396,38 0
Anita C. Elliot 76,767 $ 18.9: $ 235,60: 0
Wayne Gibsor 93,767 $ 19.01 $ 280,10: 0
Dennis C. Bottorft 23,29¢ $ 1552 $ 151,02t 0
Barbara L. Bowle! 12,78 $ 1421 $ 99,56: 0
Reginald D. Dicksol 23,56¢ $ 1532 % 156,90t 0
E. Gordon Ge: 15,93¢ $ 15.1¢ $ 109,03 0
Barbara M. Knuckle: 17,84: $ 16.9C $ 90,94: 0
J. Neal Purcel 0 N/A N/A 0
James D. Robbir 9,34t 3 1282 $ 85,57¢ 0
Richard E. Thornburg 0 N/A N/A 0
David M. Wilds 23,56¢ $ 1532 $ 156,90t 0

@) Exercise price of the options is below the $22.80ghare merger consideration.

2 Exercise price of options exceeds the $22.00 peesimerger consideration.
Compensation Deferral Plan (CDP) and Supplementaldeutive Retirement Plan (SERP)

The CDP, in which the Executive Officerstizdpate, and the associated grantor trust agraeprevide that the full amount of the
benefits due under the CDP will be funded in thentpr trust within 30 days following a change imtol of Dollar General, and will be
payable in accordance with the terms of the CDPtars. The completion of the merger will consetat change in control for purposes of
CDP. Upon completion of the merger, Messrs. PerBaes, Tehle, Buley and Gibson and Mss. Guion, ¢amj Lowe and Elliott will have
benefits under the CDP having approximate valuetetsrmined on March 29, 2007 of $344,685, $11,%2%4,291, $79,012, $46,105,
$121,563, $34,890, $62,460 and 136,958, respegtivel

The SERP, in which the Executive Officettsen than Mr. Perdue participate, provides thathémevent of a change in control of Dollar
General, benefits will become immediately vestdue @ssociated grantor trust agreement provideshadull amount of the benefits due
under the SERP will be funded in the grantor trigtin 30 days following a change in control andl e payable in accordance with the
terms of the SERP and the trust. The completicdh@merger will constitute a change in controlgarposes of the SERP. Messrs. Beré and
Tehle and Mss. Guion and Lowe are already vestbenmefits under the SERP having approximate vasatetermined on March 29, 2007
$0, $95,931, $78,460 and $39,407, respectivelynidpe completion of the merger, Messrs. Buley aitib@ and Mss. Lanigan and Elliott
would become vested in benefits under the SERMbai approximate value of $35,628, $18,899, $1@lahd $15,815, respectively, as
determined on March 29, 2007.
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Director Deferred Compensation Plan (DDC)

We sponsor a voluntary nonqualified compéina deferral plan in which our non-employee dive are eligible to participate. All
deferred compensation held in directors' accouiitde fully funded in the existing grantor trusicgwill be immediately due and payable
within 15 days following a change in control of olGeneral. The completion of the merger will didog a change in control for purposes
of the DDC. The aggregate balance held by our tireainder the deferred compensation plan as ofivi29, 2007 is $311,797.

Individual Supplemental Executive Retirement PlaarfMr. Perdue

We maintain an individual supplemental exe@ retirement plan for Mr. Perdue that provittest, in the event of his termination by us
without cause at any time or his voluntary resigimafor good reason within two years after a chaingeontrol of Dollar General, Mr. Perdue
will be deemed to have five additional years ofidexl service and his compensation will be deerambhtinue for purposes of calculating
his vesting and benefit. The SERP provides thafuth@mount of benefits due will be funded int@téxisting grantor trust within 30 days
following a change in control of Dollar General grad/able in accordance with the terms of the pl&we. completion of the merger will
constitute a change in control for purposes ofpflae and trust. The amount that would be fundeal i grantor trust upon completion of the
merger assuming an estimated closing date of @07, is approximately $5,873,086.

New Employment Arrangements

As of the date of this proxy statement,aofhour executive officers has entered into amgagent, arrangement or understanding with
KKR, Parent or Merger Sub or any of their respextffiliates regarding employment with, or the tighpurchase or participate in the equity
of, the surviving corporation. However, prior t@tblosing, some or all of our executive officersyndescuss or enter into such arrangements
and/or amendments to their existing agreements.

Indemnification and Insurance

Parent and Merger Sub agreed that allsighexculpation, indemnification and advancemémtxpenses for acts or omissions occurring
at or prior to the effective time of the merger atiter asserted or claimed prior to, at or aftereffiective time of the merger, now existing in
favor of the current or former directors, officersemployees, as the case may be, of the Compaitsysarbsidiaries as provided in their
respective charters or by-laws or other organizalidocuments or in any agreement as in effechemate of the merger agreement will
survive the merger and continue in full force affda. Parent and the surviving corporation willintain in effect any and all exculpation,
indemnification and advancement of expenses pravssof the Company's and any of its subsidiartesters and by-laws or similar
organizational documents in effect immediately ptmthe effective time of the merger or in anyamthification agreements of the Company
or its subsidiaries with any of their respectivereat or former directors, officers or employeegifect as of the date of the merger
agreement, and will not, for a period of six yefaosn the date of the merger agreement, amend, repetherwise modify any such
provisions in any manner that would adversely affiee rights thereunder of any individuals whoheg &ffective time of the merger were
current or former directors, officers or employeéthe Company or any of its subsidiaries andiglits to indemnification thereunder in
respect of any action pending or asserted or aignaiade within such period will continue until tthieposition of such action or resolution
of such claim.

From and after the effective time of thergee, the surviving corporation will, and in theee the coverage under the directors' and
officers' liability insurance policies referreditothe immediately following paragraph has beetyfphid by all applicable carriers or is
otherwise no longer available,
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Parent will, to the fullest extent permitted undpplicable law, indemnify and hold harmless (aneaade funds in respect of each of the
foregoing) each current and former director, offieceemployee of the Company or any of its subsigiaagainst any costs or expenses,
judgments, fines, losses, claims, damages, lissland amounts paid in settlement in connectidh any actual or threatened action, aris
out of, relating to or in connection with any aatior omission occurring or alleged to have occuwbdther before or at the effective time of
the merger in connection with such person's seraggn officer, director or other fiduciary in aamtity if such service was at the request or
for the benefit of the Company.

For a period of six years from the effeetfime of the merger, Parent will either causegartaintained in effect the current policies of
directors’ and officers' liability insurance anduciary liability insurance maintained by the Compand its subsidiaries or cause to be
provided substitute policies or purchase, or célusesurviving corporation to purchase, a "tail pgli in either case of at least the same
coverage and amounts containing terms and conditltat are not less advantageous in the aggrdgatestich policy with respect to matters
arising on or before the effective time of the neerddowever, after the effective time of the meydrarent will not be required to pay with
respect to such insurance policies in respect pioae policy year annual premiums in excess of 500%e last annual premium paid by the
Company prior to the date of the merger agreenmergspect of the coverage required to be obtaimatdn such case will purchase as much
coverage as reasonably practicable for such ambuhe surviving corporation purchases a "tailipgl and the coverage costs more than
500% of such last annual premium, the survivingoaation will purchase the maximum amount of cogerthat can be obtained for 500%
such last annual premium. At the Company's optioe Company may purchase, prior to the effective tof the merger, a six-year prepaid
“tail policy" on terms and conditions (in both amband scope) providing substantially equivalemdfiés as the current policies of directors'
and officers' liability insurance and fiduciarybikity insurance maintained by the Company andiissidiaries with respect to matters arising
on or before the effective time of the merger, cmgewithout limitation the transactions contemplaby the merger agreement.

Material U.S. Federal Income Tax Consequences oféhiMerger to Our Shareholders

The following discussion is a summary @& thaterial U.S. federal income tax consequencéseaierger to "U.S. holders" (as defined
below) of Dollar General common stock whose sharesconverted into the right to receive cash imtleeger. This summary is based on the
provisions of the Internal Revenue Code of 198@&masnded (the "Code"), U.S. Treasury regulationsnpitgated thereunder, judicial
authorities and administrative rulings, all asfieet as of the date of the proxy statement andfalhich are subject to change, possibly with
retroactive effect.

For purposes of this discussion, the tdth8' holder" means a beneficial owner of sharesuofcommon stock that is, for U.S. federal
income tax purposes:

. an individual who is a citizen or resident of theitdd States;

. a corporation (including any entity treated as igomation for U.S. federal income tax purposesatae or organized under the
laws of the United States, any state thereof, @istrict of Columbia;

. a trust that (i) is subject to the supervision ebart within the United States and the controbioé or more U.S. persons or
(i) has a valid election in effect under appliehl.S. Treasury regulations to be treated as ap&iSon; or

. an estate that is subject to U.S. federal incomeraits income regardless of its source.

38




Holders of our common stock who are not.Wi@ders may be subject to different tax consegeghan those described below and are
urged to consult their tax advisors regarding theirtreatment under U.S. and non-U.S. tax laws.

The following does not purport to consid#raspects of U.S. federal income taxation ofrttexger that might be relevant to U.S. holders
in light of their particular circumstances, or thdg.S. holders that may be subject to special ifitgsexample, dealers in securities or
currencies, brokers, banks, financial institutiagnsyrance companies, mutual funds, tax-exemptnizgtons, shareholders subject to the
alternative minimum tax, partnerships or other fitwtough entities and their partners or membees)sgns whose functional currency is not
the U.S. dollar, shareholders who hold our stocgaasof a hedge, straddle, constructive sale nvexsion transaction or other integrated
investment, shareholders who acquired our comnumk giursuant to the exercise of an employee stptikmor otherwise as compensation,
or U.S. holders who exercise statutory appraiggdits, if available), nor does it address the UeBefal income tax consequences to U.S.
holders that do not hold our common stock as "ehpsets" within the meaning of Section 1221 efGlode (generally, property held for
investment). In addition, the discussion does dotass any aspect of foreign, state, local, egjifteyr other tax law that may be applicabli
a U.S. holder.

The tax consequences to shareholders ghdiolir common stock through a partnership or ogtlaeis-through entity, generally, will
depend on the status of the shareholder and thétiastof the partnership. Partners in a partnigrsh other pass-through entity holding our
common stock should consult their tax advisors.

This summary of certain material U.S. federal incone tax consequences is for general information onnd is not tax advice.
Holders are urged to consult their tax advisors wih respect to the application of U.S. federal incomex laws to their particular
situations as well as any tax consequences arisingder the U.S. federal estate or gift tax rules, ounder the laws of any state, local,
foreign or other taxing jurisdiction or under any applicable tax treaty.

Exchange of Shares of Common Stock for @astuant to the Merger Agreement.The receipt of cash in exchange for sharesiof o
common stock pursuant to the merger will be a texansaction for U.S. federal income tax purpobegeneral, a U.S. holder whose shi
of common stock are converted into the right teiee cash in the merger will recognize capital gaitoss for U.S. federal income tax
purposes in an amount equal to the differencanyif between the amount of cash received with regpexich shares and the shareholder's
adjusted tax basis in such shares. Gain or lo$bevilletermined separately for each block of sh@ires, shares acquired at the same cost
single transaction) surrendered for cash purswethiet merger. Such gain or loss will be long-teapital gain or loss provided that a
shareholder's holding period for such shares ieri@an 12 months at the time of the consummatidheofnerger. Long-term capital gains of
individuals are generally eligible for reduced satd taxation. The deductibility of capital lossesubject to certain limitations.

Backup Withholding and Information Repagtin A shareholder may be subject to backup withingl@t the applicable rate (currently
28 percent) on the cash payments to which suctekbler is entitled pursuant to the merger, urlesshareholder properly establishes an
exemption or provides a taxpayer identification hemand otherwise complies with the backup withingjdules. Each shareholder should
complete and sign the substitute Internal Revermuei& ("IRS") Form W-9 included as part of thadebf transmittal and return it to the
paying agent, in order to provide the informatiol @ertification necessary to avoid backup withirdunless an applicable exemption
applies and is established in a manner satisfatbattye paying agent. Backup withholding is nogaditional tax. Any amounts withheld
under the backup withholding rules generally wéldlowable as a refund or a credit against a sladder's U.S. federal income tax liability
provided the required information is timely furnéshto the IRS.
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Regulatory Approvals

Under the provisions of the HSR Act, thegee may not be completed until the expiration 80alay waiting period following the filin
of notification and report forms with the Antitrustvision and the FTC, unless a request for addiidnformation and documentary material
is received from the Antitrust Division or the FDEunless early termination of the waiting periedjianted. On March 23, 2007, Dollar
General and KKR 2006 Fund L.P. filed their respectiotification and report forms with the FTC ahd Antitrust Division. The FTC grant
early termination of the applicable waiting perimad April 2, 2007.

At any time before or after the merger, Amditrust Division, the FTC, or a state attornengral could take such action under the
antitrust laws as it deems necessary or desiraliteei public interest, including seeking to enjia merger or seeking divestiture of
substantial assets of Dollar General, Parent,ar Hubsidiaries and affiliates. Private partieymiso bring legal actions under the antitrust
laws under certain circumstances.

There can be no assurance that a chalterttpe merger on antitrust grounds will not be madef a challenge is made, of the result of
such challenge. Under the terms of the merger aggpt Parent is obligated—without limitation—to utsebest efforts to sell, divest or
otherwise dispose of, or to take any action thatldiimit its freedom of action with respect to,yamusiness, product line or assets of Dollar
General, Parent, or any of their respective suasel or affiliates, in each case as may be reguirerder to resolve any objections under the
antitrust laws to the merger or to avoid the enfryor to effect the dissolution of, any injunctigamporary restraining order, or other order in
any suit or proceeding, which would otherwise héneeeffect of preventing or delaying beyond the daté the consummation of the merger.

Delisting and Deregistration of Common Stock

If the merger is completed, our common steidl be delisted from the NYSE and deregistereder the Exchange Act and we will no
longer file periodic reports with the SEC on acdoafrour common stock.

Litigation Related to the Merger

Subsequent to the announcement of the maggeement, Dollar General, its directors, anceriain cases KKR and Buck Holdings,
L.P. and Buck Acquisition Corp., were named in sepetative class actions filed in Tennessee staies arising out of alleging claims for
breach of fiduciary duty and aiding and abettingrsbreaches arising out of the proposed sale daD@Gleneral to Parent. The complaints
alleged, among other things, that Dollar Geneditsctors engaged in "self-dealing" by agreeingemmmend the transaction to the
shareholders of Dollar General and that the consiita available to Dollar General shareholdertheproposed transaction is unfairly low.
On motion of the plaintiffs, each of these cases tmansferred to the Sixth Court for Davidson Cgumtventieth Judicial District, at
Nashville (the "Court"). By order dated April 2807, the seven lawsuits were consolidated in thertGmder the caption "In re: Doll
General," Case No. 07MD-1. On May 1, 2007, plaistiubmitted to the Court a proposed order thatidvoaguire the plaintiffs in the
consolidated actions to file a consolidated conmplaithin thirty days of the date of entry of theder. According to the terms of the proposed
order, the consolidated complaint would supersédeeviously-filed complaints. Defendants interddefend any claims raised in the
consolidated complaint vigorously.

Amendment to Dollar General's Shareholder Rights Ageement

On March 12, 2007, Dollar General and Regiisand Transfer Company (the "Rights Agent") eedénto a Second Amendment to the
Rights Agreement dated February 29, 2000, as amefdgust 30, 2006, between the Company and thet®Rigrent. The amendment
permits the execution of the merger agreement lagérformance and consummation of the transactiom&mplated by the merger
agreement, including the merger, without triggetimg provisions of the Rights Agreement.
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THE MERGER AGREEMENT

The summary of the material provisionsha mmerger agreement below and elsewhere in thig/@mtatement is qualified in its entirety
by reference to the merger agreement, a copy aftwiBiattached to this proxy statement as Annexrd\wahich we incorporate by reference
into this document. This summary does not purmbie complete and may not contain all of the infation about the merger agreement that
is important to you. We encourage you to read célyethe merger agreement in its entirety.

The description of the merger agreemettisproxy statement has been included to provalewith information regarding its terms. It
is not intended to provide any factual informatadoout the Company. Such information can be fousevehere in this proxy statement and in
the other public filings the Company makes with 8szurities and Exchange Commission, which ardahlaiwithout charge at
WWW.SeC.gov.

The Merger

The merger agreement provides for the measfy®lerger Sub with and into Dollar General upba terms, and subject to the conditions,
of the merger agreement. As the surviving corpomatDollar General will continue to exist followirlge merger. Upon consummation of the
merger, the directors of Merger Sub will be théiahidirectors of the surviving corporation and tifeicers of Dollar General will be the initi
officers of the surviving corporation.

Effective Time; Marketing Period

The effective time of the merger will oc@airthe time that we file the articles of mergettvthe Secretary of State of the State of
Tennessee on the closing date of the merger (trlater time as Parent and Dollar General may agneleas provided in the articles of
merger). The closing date will occur on the dat®fang the satisfaction or waiver of the conditsodescribed under— Conditions to the
Merger" beginning on page 55 that is the earlieydour of a date during the Marketing Period (efindd below) specified by Parent on at
least three business days' notice to us and theday of the Marketing Period, or such other dat®ollar General and Parent may agree.

For purposes of the merger agreement, "Btargg Period"” means the first period of twenty @maive business days during which
(i) Parent has received certain required, curii@ainial information from us and (ii) the mutuabsing conditions have all been satisfied and
nothing has occurred and no condition exists thailevcause any of the conditions to the obligatiohBarent and Merger Sub to fail to be
satisfied assuming the closing date was to be stbe@t any time during such 20 business day peFodhermore, if the Marketing Period
has not ended on or prior to August 16, 2007, tlaeketing Period will commence no earlier than Seybier 4, 2007.

The purpose of the Marketing Period isrovjile Parent a reasonable and appropriate pefitiche during which it can market and pl
the permanent debt financing contemplated by th¢ fiteancing commitment for the purposes of finaigcihe merger. To the extent Parent
determines it does not need the benefit of the ktarg Period to market and place the debt finandingay, in its sole discretion, determine
to waive the Marketing Period and close the mepgier to the expiration of the Marketing Periodhif closing conditions are otherwise
satisfied or waived.
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Merger Consideration

Each share of our common stock issued atgtamding immediately prior to the effective tiofehe merger will be converted into the
right to receive $22.00 in cash, without interesd &ess certain applicable withholding taxes, othan the following shares:

. shares held by any direct or indirect wholly owsetdsidiary of Dollar General (which will remain st&nding); and

. shares owned, directly or indirectly, by Pareniarger Sub, or held by Dollar General (other thay such shares held on
behalf of third parties or shares held in the tthat funds the obligations under certain Companpleyee benefit plans)
(which will be cancelled without any consideration)

After the merger is effective, each holdeany shares of our common stock (other than xiceed shares described above) will no
longer have any rights with respect to the shamesegpt for the right to receive the merger consitien.

Treatment of Options and Other Awards

Stock Options. Immediately prior to the effective time of theerger, except as separately agreed by Parent lasldex thereof, all
outstanding options to acquire our common stoclettr or not then vested or exercisable, will bexduily vested (based on a deemed
achievement of performance awards at the maximuei,|& applicable) and be converted into the rigghteceive, on or as soon as reason
practicable after the effective time of the merdert,in any event within five business days thderah cash payment equal to the number of
shares of our common stock underlying the optiookiplied by the amount (if any) by which $22.00ceeds the exercise price, without
interest and less any applicable withholding taxes.

Restricted Shares. Immediately prior to the effective time of timerger, except as separately agreed by Parent laoidex thereof,
each outstanding share of restricted stock andaaogued stock dividends will vest in full and bergerted into the right to receive $22.00 in
cash, less any required withholding taxes. Theiguy corporation will vest and pay all cash diuidis accrued on such shares of restricted
stock to the holders thereof within five busineagdafter the effective time of the merger.

Restricted Stock Units. Immediately prior to the effective time of theerger, each restricted stock unit in respectsifaae of our
common stock will vest in full and be convertedittte right to receive $22.00 in cash, less anyired withholding taxes, and the holder
will be paid as soon as reasonably practicable #feedate on which the effective time of the mezurs, but in any event within five
business days thereafter, an aggregate amounsbfasathe holder would have been entitled to rede@d such restricted stock unit been
vested in full and settled immediately prior to gffective time of the merger.

Deferred Equity Units. Immediately prior to the effective time of tireerger, all amounts held in participant accountsdemominated
in our common stock under our CDP/SERP, as amead@destated effective November 1, 2004 (and asideakthrough the date of the
merger agreement) and Deferred Compensation Ptavidio-Employee Directors, will vest in full and benverted into cash equal to $22.00
multiplied by the number of shares deemed heldiah participant accounts, payable or distributabkeccordance with the terms of the
agreement, plan or arrangement relating to sudiicjp@nt account, less any required withholdingetax
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Exchange and Payment Procedures

At or immediately subsequent to the effextime of the merger, Parent will deposit, or wdluse to be deposited, with a U.S. bank or
trust company chosen by Parent and approved imaéuay us (our approval not to be unreasonablyheltl), sufficient cash to pay the
merger consideration to each holder of shares d&abDGeneral common stock. As soon as reasonablgtisable after the effective time of
merger and in any event not later than five busimiss/s following the effective time, this bank st company, which we refer to as the
paying agent, will mail a letter of transmittal angtructions to you and the other shareholders.|&tier of transmittal and instructions will
tell you how to surrender your common stock cexdiies or shares you may hold represented by bdokiarexchange for the merger
consideration.

You should not return your stock certificates withthe enclosed proxy card, and you should not forwargour stock certificates to
the paying agent without a letter of transmittal.

You will not be entitled to receive the mer consideration until you surrender your stodtifieate or certificates (or book-entry shares)
to the paying agent, together with a duly completed executed letter of transmittal and any otloeuchents as may be required by the letter
of transmittal. The merger consideration may bé paia person other than the person in whose nhenearresponding certificate is
registered if the certificate is properly endorseds otherwise in the proper form for transferabidition, the person who surrenders such
certificate must either pay any transfer or othgpligable taxes or establish to the satisfactiothefsurviving corporation that such taxes have
been paid or are not applicable.

No interest will be paid or will accrue thre cash payable upon surrender of the certifiq@atelsook-entry shares). The paying agent will
be entitled to deduct, withhold, and pay to therappate taxing authorities, any applicable taxesifthe merger consideration. Any sum that
is withheld and paid to a taxing authority by tla/ipg agent will be deemed to have been paid tpénson with regard to whom it is
withheld.

At the effective time of the merger, ourcit transfer books will be closed and there willhoefurther transfers on our stock transfer
books of shares of Dollar General common stockwreae outstanding immediately prior to the effegtiime of the merger other than to se
transfers of such shares that occurred beforeftaetige time of the merger. If, after the effeditime of the merger, certificates are prese
to the surviving corporation for transfer, theyaié cancelled and exchanged for the merger coragida.

Any portion of the merger consideration agfed with the paying agent that remains undistgd to former holders of our common
stock for one year after the effective time of therger will be delivered, upon demand, to the stimgi corporation. Former holders of our
common stock who have not complied with the aboesedbed exchange and payment procedures willaftereonly look to the surviving
corporation for payment of the merger consideratidone of Dollar General, Parent, Merger Sub, theiging corporation, the paying agent
or any other person will be liable to any formeldeos of Dollar General common stock for any caslivdred to a public official pursuant to
any applicable abandoned property, escheat orasgitailvs.

If you have lost a certificate, or if itdibeen stolen or destroyed, then before you widiiéled to receive the merger consideration, you
will have to make an affidavit, in form and substameasonably acceptable to Parent, of the los,dhdestruction, and if required by Parent
or the paying agent, post an indemnity agreemeratdhe election of Parent or the paying agebgral in a customary amount sufficient to
protect it or the surviving corporation against atgim that may be made against it with respethab certificate. These procedures will be
described in the letter of transmittal that youl wéceive, which you should read carefully in itgieety.
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All cash paid upon surrender of certificaite accordance with the above terms will be deetoédtrhve been paid in full satisfaction of all
rights pertaining to the shares of our common sfookerly represented by such certificates.

Representations and Warranties

The merger agreement contains represensatiod warranties by each of the parties to thgenergreement made to each other as of a
specific date. These representations and warraf@tigsthe assertions embodied therein) have bede foapurposes of allocating risk to one
of the parties if those statements prove to becunate rather than for the purpose of establishiagers as facts. The representations and
warranties have been qualified by certain disclestinat were made to the other party in conneetitinthe negotiation of the merger
agreement, which disclosures are not reflecteHémiterger agreement. In general, standards of im#temay apply under the merger
agreement in a way that is different from what rhayiewed as material to you or other investor® fpresentations and warranties were
made only as of the date of the merger agreemenialr other date or dates as may be specifiegim#rger agreement and are subject to
more recent developments. Accordingly, these remitasions and warranties may not describe the bstai® of affairs as of the date they
were made or at any other time. The representatindsvarranties in the merger agreement and thaigéen of them in this document
should be read in conjunction with the other infation contained in the reports, statements antgBliDollar General publicly files with the
Securities and Exchange Commission.

In the merger agreement, Dollar Generalaragresentations and warranties relating to, anotimgr things:

. our and our subsidiaries' proper organization, gatadding and qualification to do business;

. our capitalization, including in particular the nioen of shares of our common stock, stock optiomsather equity-based
interests;

. our subsidiaries and our equity interests in them;

. our corporate power and authority to enter intortfeeger agreement and to consummate the transsctioriemplated by the

merger agreement;

. the adoption and recommendation of our board @fctlirs of the merger, the merger agreement anothiee transactions
contemplated by the merger agreement;

. the enforceability of the merger agreement agaisst

. the required consents and approvals of governmentiies in connection with the transactions comglated by the merger
agreement;

. the absence of conflicts with or defaults underauour subsidiaries' governing documents, appléeckws or certain

agreements as a result of entering into the mexggerement and the consummation of the merger;

. our SEC filings since January 1, 2004, includimgficial statements contained therein;
. the absence of undisclosed liabilities;

. our and our subsidiaries' permits and compliandk applicable legal requirements;

. environmental matters;

. matters relating to our and our subsidiaries' eggedenefit plans;

. absence of related-party transactions;
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. the absence of certain changes relating to usrosuhsidiaries since November 3, 2006 and the alesafna material adver:
effect since February 3, 2006;

. investigations, legal proceedings and governmeamtirs;
. accuracy and compliance with applicable securitiesof the information supplied by Dollar Generat fnclusion in this prox

statement and other filings made with the SEC imeation with the merger and the other transactiomsemplated by the
merger agreement;

. tax matters;

. employment and labor matters affecting us or obssliaries;

. intellectual property;

. real property;

. the required vote of our shareholders in conneatiitin the approval of the merger agreement andpgoval of the merger

and the other transactions contemplated by the enagyeement;

. material contracts and performance of obligatitreseunder;

. the absence of undisclosed brokers' fees;

. the receipt by the board of directors of a fairmgsgsion from Lazard Fréres & Co. LLC; and
. state takeover statutes and our rights agreement.

Many of Dollar General's representationd warranties are qualified by a "Company Materidl/&rse Effect”" standard (that is, they \
not be deemed to be untrue or incorrect unless fili@ire to be true or correct, individually ortine aggregate, has or is reasonably expected
to have a Company Material Adverse Effect). "Comyplsiaterial Adverse Effect” means any fact, circuanse, event, change, effect or
occurrence that, individually or in the aggregatéhall other facts, circumstances, events, chargféscts or occurrences, (1) subject to the
excepted events below, has, or would be reasomaiplycted to have, a material adverse effect ontarrespect to business, results of
operation or financial condition of Dollar Geneaald its subsidiaries taken as a whole, or (2)ghatents or materially delays or materially
impairs Dollar General's ability to consummate rterger.

A "Company Material Adverse Effect” for poses of clause (1) above will not have occurredidver, as a result of any fact,
circumstance, event, change, effect or occurrence:

. generally affecting the retail industry, or the momy or the financial or securities markets, inlthiéted States, or any outbre
or escalation of hostilities, declared or undedaets of war or terrorism (other than any of thie§oing that causes any
damage or destruction to or renders physically ablesor inaccessible any facility or property oflBoGeneral or any of its
subsidiaries);

. reflecting or resulting from changes in law or UgBnerally accepted accounting principles (refetoeals GAAP); or
. resulting from actions by Dollar General that Paleas expressly requested, or to which ParentX@messly consented or

resulting from the announcement of the merger epttoposal thereof or the merger agreement antlahsactions
contemplated thereby,

except to the extent that, in the case of the fiivstbullets above, the impact of such fact, cirstance, event, change, effect or occurrence is
disproportionately adverse to Dollar General aaditbsidiaries, taken as a whole.
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The merger agreement also contains vargpesentations and warranties made by Parent angeviSub that are subject, in some
cases, to specified exceptions and qualificatidhe. representations and warranties relate to, arathvag things:

. their organization, valid existence and good stagdi

. their corporate or other power and authority teemtto the merger agreement and to consummateahsactions
contemplated by the merger agreement;

. the enforceability of the merger agreement as ag®arent and Merger Sub;

. the required consents and approvals of governmentdies in connection with the transactions comglated by the merger
agreement;

. the absence of any violation of or conflict witkeithgoverning documents, applicable law or cerégjreements as a result of

entering into the merger agreement and consummttegierger;

. accuracy of the information supplied by Parent ardr Sub for inclusion in this proxy statement atitr filings made with
the SEC in connection with the merger and the dilagisactions contemplated by the merger agreement;

. validity of debt and equity financing commitments;

. the ownership and lack of prior operations of Mei§eb;

. the absence of undisclosed brokers' fees;

. the absence of contracts between Parent, Mergeaisiithe guarantor on the one hand and our offaredsdirectors on the

other hand relating to the transactions contemglayethe merger agreement;

. investigations, legal proceedings and governmemtirs;
. the guarantor's delivery of the guarantee;

. the solvency of the surviving corporation; and

. their access to information about us.

Some of Parent's and Merger Sub's reprasens and warranties are qualified by a "Parertekiid Adverse Effect” standard. For the
purposes of the merger agreement, "Parent Matkdiadrse Effect" means any fact, circumstance, ewdrange, effect or occurrence that,
individually or in the aggregate, prevents or matsrdelays or materially impairs the ability oafent and Merger Sub to consummate the
merger on a timely basis, or would be reasonaheeted to do so.

The representations and warranties of e&te parties to the merger agreement will exppen the effective time of the merger.
Conduct of Our Business Pending the Merger

Under the merger agreement, we have aghe¢dsubject to certain exceptions and unlessPgrees its prior written consent, between
March 11, 2007 and the effective time of the mergerand our subsidiaries will:

. conduct business in all materials respects in taary course consistent with past practice; and

. use commercially reasonable efforts to maintain@mederve intact our and our subsidiaries' busioggsnization and business
relationships, preserve our and our subsidiargsgta, rights
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and properties in good repair and condition anettain the services of our and our subsidiarieg'dtécers and key
employees, in each case, in all material respects.

We have also agreed that, between MarcBAd7 and the effective time of the merger, sulij@ciertain exceptions or unless Parent
gives its prior written consent, Dollar Generallwibt, and will cause each of its subsidiariestnot

. adjust, split, combine, reclassify, redeem, repasehor otherwise acquire any capital stock or atheity interests or rights or
otherwise amend the terms of its capital stocktbeioequity interests or rights;

. make, declare or pay any dividend or make any athsribution on any shares of capital stock oreotbquity interests (other
than dividends by our subsidiaries to us or oneunfdirect or indirect wholly owned subsidiariesisistent with past practice,
and regular quarterly dividends not exceeding $p£&5share, consistent with past practice as timgjnexcept that no quartel
dividend will be declared with respect to the geai which the effective time of the merger ocaumtess the effective time
the merger is after the record date for such qradedirectly or indirectly redeem, purchase tireswise acquire or encumb
any shares of capital stock or other equity intsresany securities or obligations convertibl@iat exchangeable for any
shares of capital stock of other equity interesksépt in connection with cashless exercises ailasitnansactions pursuant to
the exercise of stock options or settlement of odweards or obligations outstanding as of March2DD7 or permitted by the
merger agreement to be granted after that date);

. grant any person any right to acquire any sharés capital stock or other equity interests;

. issue or sell any additional shares of capitalkstomaother equity interests, any securities conbkerinto, or any rights, warrar
or options to acquire, any such shares of capiteksor other equity interests, except pursuarhéoexercise of stock options
or settlement of other awards outstanding as ottMad, 2007 (or permitted by the merger agreentebetgranted after that
date) or as required under any Company benefit plan

. purchase, sell, lease, license, transfer, mortgaggdon, encumber or otherwise subject to a lietherwise dispose of, in
whole or in part, any properties, rights or asketging a value in excess of $10,000,000 indiviguatl$25,000,000 in the
aggregate (other than (x) sales of inventory, pcémmaodity, purchase, sale or hedging agreemetish can be terminated
on 90 days or less notice without penalty, in ezade in the ordinary course of business consistigmtpast practice);

. make any capital expenditures (or authorizatioaaonmitment with respect thereto) in a manner realslgrexpected to cause
expenditures (x) for the Company's fiscal year dntiuary 31, 2008 to exceed $200 million, takivig account reasonably
anticipated expenditures for the balance of the gsavell as expenditures already committed to aderor (y) for any month
to exceed $35 million;

. except (i) ordinary course loans pursuant to the@any 401(k) Savings & Retirement Plan and advafadsusiness
expenses pursuant to Company benefit plans anfdi(iorrowings under the Company's existing cradi securitization
facilities in the ordinary course of business aadsistent with past practice, incur, create, assongherwise become liable
for, or repay or prepay any indebtedness for boebmoney (including the issuance of any debt sggueny capital lease
obligations, any guarantee of any such indebtedmedsbt securities of any other person, or angpkeell” or other
agreement to maintain any financial statement d¢mmdof another person, or to amend, modify omafice any of the
foregoing, in each case in an amount in excesd@{0®0,000 in any transaction or series of relai@usactions, or in excess of
$25,000,000 in the aggregate;
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. make any investment in excess of $10,000,000 iddally or $25,000,000 in the aggregate, whethguirghase of stock «
securities, contributions to capital, loans to,gendy transfers, or entering into binding agreemaevith respect to any such
investment or acquisition;

. make any acquisition of another person or busimesscess of $10,000,000 individually or $25,000,@0the aggregate,
whether by merger, purchase of stock or securiti@stributions to capital, loans to, property tfens, or entering into binding
agreements with respect to any such investmentauigition (including any conditional or installntesale contract or other
retention contract relating to purchased property);

. except in the ordinary course of business congistéh past practice and on terms not materiallyese to Dollar General ai
its subsidiaries, taken as a whole, enter intoguwgrextend, materially amend, fail to renew, cacagbrminate any material
contract other than permitted loan agreements;

. except to the extent required by law or by consracexistence as of March 11, 2007 or by the Compeenefit plans:

increase the compensation or benefits of any @ntployees, independent contractors or directdhgrdhan immaterial increases in
base salary in the ordinary course of businessistens with past practice;

amend or adopt any compensation or benefit pldnoditg any pension, retirement, profit-sharing, b®wor other employee benefit or
welfare benefit plan (other than any such adoptioamendment that does not materially increasedbeto Dollar General or any of
its subsidiaries of maintaining the applicable cemgation or benefit plan) with or for the benefitrmlependent contractors or
directors; or

accelerate the vesting of, or the lapsing of retsbms with respect to, any stock options or otiteck-based compensation;

. (A) compromise, settle or agree to settle any saiipn, claim, proceeding or investigation (inéhglany suit, action, claim,
proceeding or investigation relating to the mem@gneement or the transactions contemplated by drgenagreement), or
consent to the same, other than compromises,settlis or agreements in the ordinary course of basinonsistent with past
practice that involve only the payment of mone@amnages (x) not in excess of $5,000,000 indiviguail$10,000,000 in the
aggregate or (y) with respect to settlements ofvaoikers' compensation claims, consistent withréserves reflected in Doll
General's balance sheet at November 3, 2006, icasg without the imposition of material equitatkef on, or the admissic
of wrongdoing by, Dollar General or any of its sidiries or (B) waive any claims or rights of sutrgtal value;

. amend or waive any material provision of its orgational documents or of the Dollar General Rigkgseement or, in the
case of Dollar General, enter into any agreemetit any of its shareholders in their capacity ahsuc

. enter into any "non-compete” or similar agreemkeat would materially restrict the businesses ofstiniving corporation or
its subsidiaries or affiliates;

. enter into any new line of business outside itstéxg business;

. enter into any new lease or amend the terms ofaisfing lease of real property which would requuiesyments over the
remaining term of such lease in excess of $10anil{excluding any renewal terms);
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. adopt or enter into a plan of complete or part@litlation, dissolution, merger, consolidation tmesturing, recapitalization ¢
other reorganization (other than among wholly owsgldisidiaries);

. implement or adopt any material change in its fai@naccounting principles, practices or methodlsepthan as required by
GAAP, applicable law or regulatory guidelines;

. other than in the ordinary course of business stersi with past practice:
. change any method of tax accounting;
. enter into any closing agreement with respect tteriad taxes;
. settle or compromise any material liability for ¢@x
. make, revoke or change any material tax election;
. agree to any adjustment of any material tax atteibu
. file or surrender any claim for a material refuridaxes;
. execute or consent to any waivers extending ttiatety period of limitations with respect to thdleotion or assessment of material
taxes; or
. file any material amended tax return or obtain er@gerial tax ruling; or
. agree or commit to do any of the foregoing.

Except as required by applicable law ortemplated by the merger agreement, the parties digre=d not to take any action between
March 11, 2007 and the effective time of the mergleich is intended to or which would reasonablyelgpected to materially adversely affect
or materially delay the ability of such party t@tmerger agreement to (a) obtain any governmentaigulatory approvals required for the
transactions contemplated by the merger agreeri®merform its covenants and agreements undangrger agreement or (¢) consummate
the transactions contemplated by the merger agmetemethat would otherwise materially delay orlghit consummation of the merger and
the other transactions contemplated by the megeeaent.

Shareholders' Meeting

The merger agreement requires us, as plprpreasonably practicable, to call, give noti€and hold a meeting of our shareholders
the purpose of obtaining the vote of our sharehsldecessary to satisfy the vote condition desdnbé—Conditions to the Merger"
beginning on page 55. Subject to our board of thrsavithdrawing or modifying its recommendatiomattiour shareholders vote in favor of
approval of the merger agreement and the transesctiontemplated by the merger agreement as dedénilie-No Solicitation of
Transactions" beginning on page 50, we are requirede reasonable best efforts to solicit shadshigiroxies in favor of the approval of the
merger agreement. Unless the merger agreemenekagdrminated prior to the meeting of shareho]deesare required to submit the met
agreement to a vote of shareholders even if ourdbloas approved, endorsed or recommended anokesnvier proposal or withdraws,
modifies or amends its recommendation, as descitbed-No Solicitation of Transactions" beginning page 50, that our shareholders vote
in favor of approval of the merger agreement.
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No Solicitation of Transactions

We have agreed that between March 11, 20d7he effective time of the merger, we and obsgliaries (and our and our subsidiaries'
officers, directors, employees, agents and reptatees) will not directly or indirectly:

. initiate, solicit, knowingly encourage (including providing information) or knowingly facilitate grinquiries, proposals or
offers with respect to any Alternative ProposaldaeBned below) or any inquiry, proposal or offeat is reasonably likely to
lead to an Alternative Proposal;

. engage, continue or participate in any negotiat@rgerning, or provide or cause to be providediafoymation or data
relating to us or any of our subsidiaries in cotio@cwith, or have any discussions (other thartatesthat such persons are not
permitted to have discussions) with any persortingldo, or that is reasonably likely to lead to,actual or proposed
Alternative Proposal, or otherwise knowingly ename or knowingly facilitate any effort or attemptrhake or implement an
Alternative Proposal, including exempting any pergather than Parent and Merger Sub and theiiat#8) from our rights

agreement;
. approve, endorse or recommend, or propose pultticiyprove, endorse or recommend, any Alternatiepdsal;
. approve, endorse or recommend, or propose to appeodorse or recommend, or execute or enteranioletter of intent,

agreement in principle, merger agreement, acqoiisagreement, option agreement or other similazeagent relating to any
Alternative Proposal; or

. resolve to propose or agree to do any of the fanggo

In addition, we have agreed to, and to eaus subsidiaries and representatives to, cegsexdsting solicitations, discussions or
negotiations existing on March 11, 2007 with angspa who has made or indicated an intention to naakalternative Proposal, and to
request the prompt return or destruction of allficemtial information previously furnished in coratien therewith.

An "Alternative Proposal" is defined in threerger agreement to mean any inquiry, proposaffer relating to, in a single transaction or
series of transactions:

. a merger, reorganization, consolidation, share &xgh, business combination, recapitalization, digtion, dissolution or
similar transaction involving a direct or indirestquisition of Dollar General (or any subsidiaé®ollar General whose
business constitutes 20% or more of the net reveemet income or assets (based on fair market yafuollar General and i
subsidiaries, taken as a whole); or

. the acquisition (including by way of tender or seifider or exchange offer) in any manner, diregtlindirectly, of over 20%

of (x) our common stock or (y) any class of equigurities or consolidated total assets (basediomfrket value) of Dollar
General and its subsidiaries.

We have agreed that, if we receive:

. any inquiries, proposals or offers regarding aneative Proposal,

. any request for information (other than requests@asonably expected to be related or lead tolamative Proposal); or

. any inquiry or request for discussions or negatiairegarding or that would reasonably be expedoteesult in an Alternative
Proposal,

we will notify Parent promptly (and in any eventhin 24 hours) of the identity of the person makiing Alternative Proposal or indication or
inquiry or offer or request and the material teand conditions of any such Alternative Proposahdication or inquiry or offer. We have
agreed to keep
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Parent reasonably informed on a reasonably cub@sis of the status of any such discussions ortiaigns regarding any such Alternative
Proposal or indication or inquiry or offer or anyatarial developments relating thereto.

We have also agreed that neither we no&oyr subsidiaries will terminate, waive, ameralease or modify any provision of any
existing standstill or confidentiality or similageeement to which we or one of our affiliates gresentatives is a party and that we and our
subsidiaries will enforce the provisions of anylsagreement, except to the extent, after consuiitatith outside counsel, our board
determines that failure to take such action coeldhlsonsistent with its fiduciary obligations tor@lareholders.

We may, however, prior to obtaining theuisde vote of our shareholders at the special imget

. engage in discussions or negotiations with, oriflmor disclose non-public information to, a persdi has made a bona fide
written Alternative Proposal received after Mardh 2007 and not solicited by us in violation of alnove-described
obligations, so long as:

. we enter into a confidentiality agreement with thatson containing terms substantially similaraod no less favorable to us than,
those set forth in the confidentiality agreementeen us and KKR;

. our board has determined in good faith, after clason with its outside counsel and financial amws, that the Alternative Proposal
constitutes or is reasonably expected to lead'8uaerior Proposal” (as defined below), and thiftfa to take such action would be
inconsistent with our board's fiduciary obligatidnsour shareholders; and

. if we are furnishing material ngoublic information to such a person, we simultarsipdisclose that information to Parent (if we h
not already done so) prior to or concurrently vgtbviding such information to such other persord an

. withdraw or modify or qualify our board recommeridatin a manner adverse to Parent or Merger Sudyriboard of directol
determines in good faith, after consultation witliside counsel and its financial advisor, that

. a bona fide written Alternative Proposal receivgdib constitutes a Superior Proposal (after takitgaccount any adjustments to the
terms of the merger made by Parent during a thusamess day negotiation period we must providerRpesd the failure to take such
action would be inconsistent with its fiduciary iglaltions to our shareholders; or

. in the absence of an Alternative Proposal, thefaito take such action would be inconsistent watfiduciary obligations to our
shareholders.

A "Superior Proposal" is defined as anyaftide written Alternative Proposal on terms whatlr board of directors determines in good
faith, after consultation with its outside legaliosel and financial advisors, to be more favoré&iole a financial point of view to the holders
of our common stock than the merger, taking intwoaat all the terms and conditions of the prop@saluding any regulatory aspects), and
the merger agreement (including any changes ttetines of the merger agreement proposed by Parguiod faith to us in response to such
proposal or otherwise) and which our board of doechelieves is reasonably capable of being camglim accordance with its terms, taking
into account all financial, regulatory, legal artler aspects of the proposptpvidedthat for purposes of the definition of "Superior
Proposal," the references to "20%" in the definitid Alternative Proposal are deemed to be refaete "50%."

These provisions will not prevent our boafdlirectors from making certain disclosures coniated by the securities laws, except that
in specified circumstances our board of directatshe deemed to have withdrawn its recommendatioless it expressly reaffirms its
recommendation in
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favor of approval of the merger agreement at le@stbusiness days prior to the special meetindghafeholders.
Employee Benefits
The parties have agreed that, for a pesfddo years after the completion of the mergee, ghrviving corporation will:

. provide our current employees with annual baseysalad base wages, cash incentive compensatiorntopitees and benefits,
in each case, that are no less favorable than thas&e provide (excluding equity-based compensatis of immediately
prior to the effective time of the merger; and

. provide terminated employees (other than thoseredviey an individual agreement providing severdeefits outside of our
severance policies) with severance benefits detred and pursuant to the terms of the Dollar Gahsgverance plan, as
amended substantially in the form set forth inrtierger agreement.

From and after the effective time of thergee, Parent will cause the surviving corporatiaod &s subsidiaries to honor all obligations
under Dollar General's benefit plans and compenrisatnd severance arrangements and agreementidacce with their terms as in effect
immediately before the effective time of the merged recognize past service for purposes of ppdiitin and benefit accrual generally.

Agreement to Take Further Action and to Use Reasortde Best Efforts

Each of the parties to the merger agreemmanigreed to use its reasonable best efforts émything necessary, proper or advisable to
ensure that the conditions to the merger are satisind that the merger is consummated as prorapthracticable. In particular, the parties
have agreed to use such efforts to make necesbagg fand obtain necessary governmental consemtspprovals, including those required
under the HSR Act. To the extent necessary to oistath antitrust approvals, the parties have agreséll, divest or dispose of any assets or
businesses to the extent necessary to avoid amciign or other order which would prevent or matityidelay the closing (except that we \
only agree to dispose of any of our assets or osinlesses if such disposition is conditional ondlbsing). We have also agreed to use our
reasonable best efforts to obtain necessary caeemtaivers from third parties (although no pastyequired to pay any consideration or
incur any liability in connection with obtaining&uconsents or waivers), to defend any lawsuitlehging the merger or the merger
agreement (subject to first having used reasorasdeefforts to negotiate a reasonable resoluti@my objections underlying the lawsuit),
and to execute and deliver any additional documeetsssary to complete the merger.

The parties have agreed to keep each othspnably apprised of the status of matters ngjati the completion of the merger and the
other transactions contemplated by the merger aget including promptly furnishing the other witbpies of notices or other written
communications received from any third party andfmvernmental entity. The parties have also agtegilve each other a reasonable
opportunity to review in advance, and will considegood faith the views of the other party in ceation with, any proposed written
communication to a governmental entity. To the eixpgacticable under the circumstances, the paniésot participate in any substantive
meeting or discussion with a governmental entitgannection with the proposed transactions witloutsulting with the other party in
advance and, to the extent permitted, giving themparty the opportunity to attend and participHtany administrative or judicial
proceeding is instituted (or threatened to be tunstd) challenging the merger or any other trangaacontemplated by the merger agreement,
the parties will cooperate in all reasonable retspeith each other and use their reasonable biestsefo
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contest and resist the proceeding and any ordesthehtemporary, preliminary or permanent, prohigithe merger or any related

transaction.

Financing Commitments; Company Cooperation

Parent has agreed to use its reasonalleffeds to arrange the financing in connectiothvthe merger on terms described in the equity
and debt financing commitment letters deliveredannection with the signing of the merger agreensether terms that would not
adversely impact the ability of Parent or Mergeb Sutimely consummate the merger and the othasaetions contemplated by the merger
agreement, including using its reasonable besttsffo:

negotiate definitive documents on the terms coetdin the financing commitment letters (or othemte that would not
adversely impact the ability of Parent or Mergeb Sutimely consummate the merger and the othas#etions contemplated
by the merger agreement);

satisfy the conditions applicable to Parent indbénitive financing documents and consummate itmentcing at or before
closing;

comply with its obligations under the financing aoitment letters; and

enforce its rights under the financing commitmetielrs.

Parent has agreed to give us prompt napos learning of any material breach or any tertionaby any party of the financing
commitment letters. Parent has also agreed to ke@formed on a reasonably current basis andasorgable detail of the status of its efforts
to arrange the financing (including providing ushwéopies of documents related to the financing).

Parent will be permitted to amend, modifyeplace the debt commitment letters deliverecbinnection with the signing of the merger
agreement with new financing commitments, so lamtha change to the new commitment:

does not reduce the aggregate amount of the debitding below the amount required to consummatengrger and the
related transactions;

does not adversely amend or expand the conditmtisetdrawdown of the debt financing in any respleat would make the
conditions less likely to be satisfied by Octobgy 3007 or that would expand the possible circunt&a under which the
conditions would not be satisfied by October 31020

is not reasonably expected to delay the closing; or

is not otherwise adverse to our interests in ahgrotmaterial respect.

In the event that all conditions to theafiging commitments (other than, in connection withdebt financing, the availability or funding
of any of the equity financing) have been satisflearent has agreed to, from and after the finglodidhe Marketing Period and subject to the
satisfaction of the mutual closing conditions amel ¢onditions to the obligation of Parent and Mefeb to effect the merger, as described in
" — Conditions to the Merger" beginning on page 55,itsseeasonable best efforts to cause the lenderether persons providing such
financing to fund the financing required to consuatenthe merger on the closing date.

In the event that Parent becomes awareyésgent that makes procurement of any portiomeffinancing unlikely to occur as
contemplated in the financing commitment lettergemerally less likely as on the date of the meaggeement, Parent has agreed to noti
and to use its reasonable best efforts to obtaipr@mptly as practicable but in no event latentbiae day prior to the closing date,
replacement financing from alternative sourcesesms no less favorable to Parent or Merger
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Sub and no more adverse to the ability of Parenbtsummate the merger and related transactiosa@in case, as determined in the
reasonable judgment of Parent).

In the event that on the final day of tharkéting Period:

. all or any portion of the debt financing to be aoptished through the placement of high yield semsihas not been
consummated,
. all closing conditions described i~ Conditions to the Merger" beginning on page 55 Haaen satisfied or waived (other

than those conditions that by their nature will betsatisfied until the closing) and

. the bridge financing is available substantiallytiba terms and conditions described in the debt ciomment letters,

then Merger Sub shall borrow under and use theggaix of the bridge financing to replace such affbpbrtion of the high yield financing |
later than the last day of the Marketing Period.

We have agreed to provide, and to caussulsidiaries to provide, and to use reasonablkedifiests to cause our representatives to
provide, all cooperation reasonably requested bgrRan obtaining financing, including:

. providing financial and other information as Panex@sonably requests in order to consummate thifidabcing, including
our financial statements and other financial data;

. participating in meetings, drafting sessions angl diligence sessions;

. assisting in the preparation of materials requinecbnnection with the financing, provided that ared our subsidiaries are not
required to issue any private placement memorangaospectuses in relation to high yield debt siéiesr and any such prive
placement memorandum or prospectuses will contamiasure and financial statements reflecting theiging corporation
and/or its subsidiaries as the obligor;

. cooperating with the marketing efforts for any leé debt financing, including helping to preparedod participating in
meetings, drafting sessions and due diligence@essvith prospective lenders, investors and rapencies;

. providing monthly financial statements to the extsa customarily prepare such financial statements;

. entering into one or more credit or other agreementterms satisfactory to Parent in connectioh e debt financing
immediately prior to the effective time of the mergo the extent direct borrowings or debt incucesnby us or our subsidiar
are contemplated by the debt commitment letters;

. taking all corporate actions, subject to the oanre of the closing, reasonably requested by Pargrarmit consummation of
the debt financing and the direct borrowing or imence of all proceeds of the debt financing, idelg any high yield
financing, by the surviving corporation immediatéjlowing the effective time;

. taking all actions reasonably necessary to perotgmgial lenders to evaluate our current asses$) cenagement and
accounting systems, policies and procedures rgl#tiereto for the purpose of establishing collatagaeements and to
establish bank accounts and other accounts anllddlaaccount agreements and lock box arrangemats; a

. executing and delivering necessary pledge, securitgther legal documents.

The merger agreement limits our obligatmmcur any fees or liabilities with respect te tthebt financing prior to the effective time of
the merger. Parent has also agreed to reimburse al
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reasonable out-of-pocket costs (including reas@nattbrneys' fees) incurred in connection with@awperation, and to indemnify us against
losses we incur in connection with the arrangeroéttie financing and any information used in conioectherewith, except with respect to
any information provided by us.

Other Covenants and Agreements
The merger agreement contains additionaeagents among Dollar General, Parent and Mergeré&ating to, among other things:

. the filing of this proxy statement with the SECdamooperation in preparing this proxy statementiangdsponding to any
comments received from the SEC on those documents;

. actions necessary to exempt the transactions cpiaén by the merger agreement and related agresiirem the effect of
any takeover statutes;

. coordination of press releases and other publtersiants about the merger and the merger agreement;

. indemnification and insurance of directors andaifs, including maintaining, or providing a "tgildlicy, to Dollar General's
directors' and officers' liability insurance wittclaims period of six years following the effectitvme of the merger;

. giving Parent and its advisors access to our ptiggeicontracts, books, records, officers, emplsyeel agents;

. taking certain actions with regard to Dollar Getisrautstanding 8/ 8 % Notes due June 15, 2010, including commencing a
tender offer and related consent solicitation, fged that Dollar General's obligation to consumnthg&tender offer and
consent solicitation will be subject to the closofghe merger;

. notices of certain events, and consultation togaté any adverse consequences of those events;

. actions necessary to exempt dispositions of ecpaityrities by our directors and officers pursuarihe merger under
Rule 16b-3 under the Exchange Act;

. the payment of real estate transfer taxes; and

. actions by Parent to cause Merger Sub to fullibligations.
Conditions to the Merger
The obligations of the parties to comptée merger are subject to the satisfaction or waitéhe following mutual conditions:

. Shareholder Approval The merger agreement must be approved bydteeof holders of at least a majority of the votes
entitled to be cast at the close of business onetberd date.

. No Law or Orders No governmental entity of competent jurisainthaving enacted, issued or entered any order or
injunction or legal prohibition which remains irfext that enjoins or otherwise prohibits completidrthe merger or the other
transactions contemplated by the merger agreement.

. Regulatory Approvals The waiting period under the HSR Act (and axrtiension thereof) must have expired or been
terminated.

55




Our obligation to complete the merger isjeat to the satisfaction or waiver of the follogiadditional conditions:

Representations and Warranties Parent's and Merger Sub's representationsvandnties must be true and correct as of
March 11, 2007 and as of the closing date of thegargunless any such representation or warrantyaide only as of a
specific date, in which event such representatiomayranty must be true and correct only as of |pstific date).

Performance of Covenants Parent and Merger Sub must have performeal] material respects, their covenants and
agreements in the merger agreement.

Officer's Certificate Parent must deliver to us at closing a cegtf with respect to the satisfaction of the caoiié relating
to Parent's and Merger Sub's representations, mt@sacovenants and agreements.

The obligations of Parent and Merger Sutoimplete the merger are subject to the satistactiavaiver of the following additional

conditions:

Termination

Representations and Warranties Our representations and warranties (other thamepresentations and warranties with
respect to capitalization and absence of any Coynphierial Adverse Effect) must be true and cor(didregarding all
qualifications or limitations as to "materiality)Company Material Adverse Effect" and words of $animport set forth
therein) as of March 11, 2007 and as of the clodaitg (except to the extent such representatiathsvarranties expressly
relate to an earlier date, in which case as of sacler date), except where the failure of sughiesentations and warranties to
be true and correct would not, individually or retaggregate, have a Company Material Adverse Eflao representations
and warranties with respect to (i) capitalizationstbe true and correct in all material respectsf &darch 11, 2007 and as of
the closing date (except to the extent such reptaens and warranties expressly relate to aneeathte, in which case as of
such earlier date) and (ii) absence of any Compaaterial Adverse Effect must be true and correaifddarch 11, 2007 and
as of the closing date.

Performance of Covenants We must have performed, in all material refpesur covenants and agreements in the merger
agreement.

Officer's Certificate We must deliver to Parent at closing an offgceertificate with respect to the satisfactiorihe
conditions relating to our representations, wareanicovenants and agreements.

We and Parent may terminate the mergereaggat by mutual written consent at any time beflioeecompletion of the merger (including
after our shareholders have approved the mergeeagmt). In addition, either Parent or Dollar Gaheray terminate the merger agreement
at any time before the completion of the merger:

if the merger has not been completed by Octobe2@Q7, so long as the party seeking to terminasenbabreached in any
material respect its obligations under the mergee@ment in any manner that has proximately catiethilure to
consummate the merger on or before such date;

if any court of competent jurisdiction has issue@utered a final non-appealable order enjoiningrohibiting the completion

of the merger, so long as the party seeking toitert® has used reasonable best efforts as maybeee by the merger
agreement to prevent, oppose and remove such tigarar restraint; or
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. if the merger agreement has been submitted tol@arebolders for approval and the required votenlea®een obtaine:
In addition, we may terminate the mergeeament at any time before the completion of thegeraif:

. Parent or Merger Sub has breached or failed toparény of its representations, warranties, covenanother agreements in
the merger agreement and such breach or failurédwesult in the failure of a closing condition azehnot be cured by
October 31, 2007, so long as we have given Pafeda@s' written notice and are not in material bineaf our representations,
warranties, covenants or other agreements in tligenagreement;

. in order to enter into a transaction that is a Siop®roposal, if, prior to the receipt of our sdlaolder approval and at such ti
we are not in material breach of any of our oblmz in the merger agreement regarding non-sdiicitalescribed above in "
— No Solicitation of Transactions" beginning on p&g@e

our board of directors has received a Superior ¢5alp

we have notified Parent in writing of our intentitnterminate the merger agreement in order tor émte a transaction that is a
Superior Proposal, and included with such notiegidlentity of the person making such proposalntiost current written agreement
relating to the transaction that constitutes sugheBior Proposal and all related transaction agesésn

at least three business days following Parent&ipeof the notice, and taking into account anyised proposal made by Parent since
receipt of the notice, our board of directors heternined in good faith and after consultation vitshoutside counsel and financial
advisors that such Superior Proposal continueg tmdre favorable to our shareholders from a firermint of view than the revised
proposal made by Parent, if any (it being undestnd agreed that during such three business dadpee will, and will cause our
representatives to, negotiate in good faith witheReand its representatives, to the extent Pavisthies to negotiate), provided that
amendment to the terms of such Superior Propogalres a new notice and a new three business daydpand

prior to or concurrently with such termination, pey the termination fee described below in "—FaebsExpenses” beginning on
page 58; or

. if the merger has not been completed on the sebositdess day after the final day of the Marketiegdtl and all of the mutu

closing conditions and all of the conditions to didigations of Parent and Merger Sub have beésfigat and at the time of
such termination such conditions continue to bisfad.

Parent may terminate the merger agreentemtyatime before the completion of the merger if:

. we have breached or failed to perform any of opragentations, warranties, covenants or other aggets in the merger
agreement and such breach or failure would resuhe failure of a closing condition and cannotheed by October 31, 2007,
so long as Parent has given us 30 days' writtenenahd is not in material breach of its repredéma, warranties, covenants
or other agreements in the merger agreement;

. our board of directors:

withdraws, modifies or qualifies in a manner adeersParent or Merger Sub its recommendation thasbareholders approve the
merger agreement and the transactions contemgigtdte merger agreement;
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. fails to include in the proxy statement its recomuategion to our shareholders that they approve thigar agreement and t
transactions contemplated by the merger agreement;

. approves, endorses or recommends, or publicly gexto approve, endorse or recommend, any AltgmRtioposal; or

. fails to recommend against acceptance of a temdexahange offer for any outstanding shares ofcapital stock that constitutes an
Alternative Proposal (other than by Parent or aniysaaffiliates), including, for these purposeg,thking no position with respect to
the acceptance of such tender offer or exchange bjf its shareholders, which will constitute dufisg to recommend against
acceptance of such tender offer or exchange offiéinin ten business days after commencement; or

. we have notified Parent in writing of our intentitmterminate the merger agreement in order tor émte a transaction that is a
Superior Proposal.

Fees and Expenses

In general, all expenses incurred by ayparthe merger agreement will be paid by thatyp@kcept for certain expenses incurred by
Dollar General in connection with the debt finamgias described above in "—Financing Commitmentsn@any Cooperation" beginning on
page 53). However, if the merger agreement is taatad in certain circumstances described belownas be required to pay as directed by
Parent, or Parent may be required to pay to wenaitiation fee of $225 million. In addition, if Dal General or Parent fails to pay any
termination fee when due, it will be obligated tyghe costs and expenses (including legal feesyiied in connection with any action to
collect payment of the fee.

Fees and Expenses Payable by Dollar General
We will have to pay, as directed by Parartermination fee of $225 million in cash if;

. we terminate the merger agreement to enter in&fiaitive agreement with respect to a Superior Bsapas described above
"—Termination" beginning on page 56 (in which casewill pay Parent concurrently with the terminatiof the merger
agreement); or

. Parent terminates the merger agreement for orfeedbtlowing reasons (in which case we will paydascted by Parent
promptly following the termination of the mergeragment and in any event not later than two busidags after delivery to
Dollar General of notice of demand for payment):

. we have (i) withdrawn, modified or qualified oucoenmendation in favor of the approval of the meggreement, (i) failed to
include our recommendation that our shareholdepsoae the merger agreement and the transactiorieroptated by the merger
agreement in the proxy statement, (iii) have erstby recommended an Alternative Proposal or &ilgd to recommend against
acceptance of a tender or exchange offer, as esicaibove in "—Termination" beginning on page 56; o

. we have notified Parent in writing of our intentitmterminate the merger agreement in order tor émte a transaction that is a
Superior Proposal.

We will also have to pay, as directed byeRg a termination fee of $225 million in cashmpily following the earlier of the execution
of a definitive agreement with respect to, or tbasummation
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of, any transaction contemplated by an alternatikeover proposal (and in any event not later thhanbusiness days after delivery to Dollar
General of notice of demand for payment) if:

. a takeover proposal, or an intention to make actadweproposal, for at least 50% of the equity siéest net revenue, net
income or consolidated assets of Dollar Generalitsrglibsidiaries taken as a whole (or the intentibany person to make
one) shall have been made directly to our sharehelor publicly announced or has otherwise becambéigly known; and

. one of the following occurs:
. Dollar General or Parent terminates the mergereageat because the merger has not been complet@dtbper 31, 2007;
. Dollar General or Parent terminates the mergereageat because of the failure to obtain the requsiareholder vote; or
. Parent terminates the merger agreement becausaweereached or failed to perform any of our regmestions, warranties,

covenants or other agreements in the merger agréeme such breach or failure would result in @itufe of a closing condition and
cannot be cured by October 31, 2007; and

. we enter into, or submit to our shareholders fapdidn, a definitive agreement implementing anyetaler proposal, or
consummate any takeover proposal for at least 50¥ecequity securities, net revenue, net incomeoasolidated assets of
Dollar General and its subsidiaries taken as a &fwhether or not such proposal was the same pabposounced at the time
of termination) within twelve months after the dafgermination (in which case we must pay the teation fee before or at
the time we enter into the definitive agreementmrsummate the takeover proposal).

Fees and Expenses Payable by Parent

Parent has agreed to pay us a terminagemf $225 million within two business days follogitermination if the merger agreement is
terminated:

. by us because Parent or Merger Sub has breacHailiedrto perform any of its representations, waties, covenants or other
agreements in the merger agreement and such boeéaiture would result in the failure of a closingndition and cannot be
cured by October 31, 2007; and

. there is no state of facts or circumstances thaldvweasonably be expected to prevent the mutoalrd conditions and the
conditions to the obligations of Parent and Meigalb to complete the merger (other than the comditiibh respect to the
delivery of officer's certificates) from being sditéd by October 31, 2007.

Parent will also pay such fee if the merger agregnseterminated by us because the merger hasesot tompleted on the second business
after the final day of the Marketing Period andddlthe mutual closing conditions and all of thaditions to the obligations of Parent and
Merger Sub to complete the merger have been satiafid at the time of such termination such camuliticontinue to be satisfied.

The merger agreement provides that out t@heceive payment of the $225 million terminatfee in the circumstances described
above, and the guarantee thereof pursuant to theaBiee (see "Financing of the Merger—GuarantegieRées” beginning on page 31), is
the sole and exclusive remedy available to usaffiliates and our subsidiaries against Parent,gdeSub, the guarantor and any of their
respective former, current or future general oittih partners, shareholders, managers, membegstalis, officers, affiliates or agents for the
loss suffered as a result of the failure
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of the merger to be completed. We have agreedmbatill in no event seek to recover on money darmmagexcess of $225 million from any
of the foregoing persons, and we may not seek Bpgerformance of the merger.

Amendment and Waiver

The merger agreement may be amended bijttawagreement signed by us, Parent and MergeaSaby time prior to the completion
of the merger, whether or not our shareholders hapeoved the merger agreement. However, no amentdha requires further approval of
our shareholders will be made without obtaining #ygproval. At any time prior to the completiontbé merger, we, Parent or Merger Sub
may waive the other party's compliance with cerpamvisions of the merger agreement.
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MARKET PRICE OF COMMON STOCK

Our common stock is listed for trading be New York Stock Exchange ("NYSE") under the syhib@s." The following table sets
forth, for the fiscal quarters indicated, divideraasl the high and low intra-day sales prices paresbf Dollar General common stock as
reported on the NYSE composite tape.

Common Stock

Dividends
High Low Declared
FISCAL YEAR ENDED FEBRUARY 3, 200!
First Quartel $ 2280 $ 198 $ .04C
Second Quarte $ 225( $ 193t 3 .04t
Third Quartel $ 203¢ $ 1778 3 .04k
Fourth Quarte $ 198 $ 1647 $ .04t
FISCAL YEAR ENDED FEBRUARY 2, 200
First Quartel $ 1832 $ 17.01 $ .05
Second Quarte $ 172¢ $ 13.0z $ .05
Third Quartel $ 1480 $ 12.1C $ .05
Fourth Quarte $ 178t $ 135/ 3 .05
FISCAL YEAR ENDING FEBRUARY 1, 200t
First Quarter (through April 5, 200 $ 214 $ 16.21 $ .0t

The closing sale price of our common stockhe NYSE on March 9, 2007, the last trading jpiagr to the announcement of the merger,
was $16.78. The $22.00 per share to be paid fdr gla@re of our common stock in the merger represeptemium of approximately 31% to
the closing price on March 9, 2007 and a premiurappiroximately 29% to the average closing shaegddr the 30 trading days prior to the
announcement of the merger.

On April 5, 2007, the most recent practieadate before this proxy statement was printegl ctbsing price for our common stock on the
NYSE was $21.04 per share. You are encouragedt&noturrent market quotations for our common stactonnection with voting yot
shares.

SUBMISSION OF SHAREHOLDER PROPOSALS

If the merger is consummated we will notdaublic shareholders, and there will be no pubditticipation in any future meetings of
shareholders. However, if the merger is not comepletve expect to hold a 2007 annual meeting ofesimdders. Shareholders may present
proposals for action at the 2007 annual meetingeld, only if they comply with the requirementstioé proxy rules established by the
Securities and Exchange Commission and our bylBarsa shareholder proposal to be presented afd®ié @rnual meeting, if held, it must
have been received by us at our principal execuiifrees not later than December 30, 2006 or,&f 2007 annual meeting takes place more
than 30 days from the anniversary date of the 200fual meeting, it must be received a reasonahke thefore we begin and mail the proxy
statement for the 2007 annual meeting, in ordéetincluded in the proxy statement and proxy cardafiy such 2007 annual meeting. In
addition, if we were not notified of a shareholgevposal by the applicable deadline noted abowes the proxies held by our management
may provide the discretion to vote against suchedt@der proposal, even though the proposal iglisoussed in our proxy materials sent in
connection with the 2007 annual meeting of shaddrsl In order to introduce other new businesseaP007 annual meeting, you must have
provided written notice to us no later than thelipple deadline noted above and complied withatheance notice provisions of our bylaws.
Shareholder proposals should be mailed to Corp&ateetary, Dollar General Corporation, 100 MisdRitige, Goodlettsville, TN 37072. As
provided in our Bylaws, shareholder proposals sttiechioutside of the process described in Rule 14a-8
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of the Securities Exchange Act of 1934, as amenaiidyot be considered at any annual meeting afsholders.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table shows the amount of oammon stock beneficially owned by those who,fadarch 29, 2007, were known by us
beneficially own more than 5% of our common stotlless otherwise noted, these persons have stifg\and investment power over the
shares listed. Percentage computations are basgt40043,661 shares of our stock outstanding &aoth 29, 2007.

Name and Address of Amount and Nature of
Beneficial Owner Beneficial Ownership Percent of Clas:
FMR Corp. 31,450,642* 10.01%

82 Devonshire Street
Boston, MA 0210¢

* Based solely on the Schedule 13G/A filed by FMREC§HMR") and Edward C. Johnson 3d, Chairman ofR-MJohnson"), on February 14, 2007, the share®wfmon stock
beneficially owned by FMR and Johnson consist efftllowing: (a) 31,195,620 shares beneficiallyned by Fidelity Low Priced Stock Fund (the "Funfbf) which Fidelity
Management & Research Company ("Fidelity"), a wholvned subsidiary of FMR, acts as an investmenisad and (b) 255,022 shares beneficially owneddnyous
institutional accounts for which Pyramis Global Astwrs Trust Company ("PGATC"), a wholgwned subsidiary of FMR and a bank as defined &ti&e 3(a)(6) of the Securiti
Exchange Act of 1934, serves as the investment gean&ach of FMR, through its control of Fidelitie Fund and Johnson has sole investment powendoubting power, with
respect to the shares owned by the Fund. Sole powerte or direct the voting of the Fund's shaessdes with the Fund's Boards of Trustees. Ea¢tviR, through its control
PGATC, and Johnson has sole voting power and se&stment power with respect to the shares owneatéinstitutional accounts served by PGATC. MemtwdrJohnson's
family are the predominant owners, directly or tigb trusts, of Series B shares of common stockMiR Frepresenting 49% of the voting power of FMReTlohnson family
group and all other FMR Series B shareholders leavtered into a shareholders' voting agreement umbieh all Series B shares will be voted in accaadawith the majority
vote of Series B shares. Accordingly, through tle@nership of voting common stock and the executibihe shareholders' voting agreement, membettseodohnson family
may be deemed, under the Investment Company At@4, to form a controlling group with respect tdR.

The following table shows the amount of common stock beneficially owned, as of March ZH)2 by our directors and Named
Executive Officers (i.e., our top 5 most highly quensated executive officers) individually and by dinectors and all of our executive
officers as a group, calculated in accordance Ritte 13d-3 of the Exchange Act under which a pegarerally is deemed to beneficially
own a security if he has or shares voting or innesit power over the security, or if he has thetrigtacquire beneficial ownership within
60 days. Unless otherwise noted, these persondmagntacted at our executive offices, and they lsmle voting and investment power ¢
the shares
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indicated. Percentage computations are based qi43,861 shares of our stock outstanding as of M2¢; 2007.

Name of Beneficial Owner

Amount and Nature of
Beneficial Ownership

Percent of Clas:

David L. Beé 29,4441) *

Dennis C. Bottorfi 50,251(1) *

Barbara L. Bowle! 13,78((1) *

Reginald D. Dicksol 49,31(1) *

E. Gordon Ge! 15,93¢(1) *
(1)
(2)

Barbara M. Knuckle 19,60%(4) *
1)

David A. Perdue 1,107,87:(5) *
(1)
(2)

J. Neal Purcel 8,00((3) *
1)

James D. Robbir 15,07¢3)

Richard E. Thornburg 14,00((1)

David M. Wilds 221,68.(1) *
(1)

David M. Tehle 185,88((5) *
1)

Beryl J. Buley 49,7646)

Kathleen R. Guiot 153,62(1)

Challis M. Lowe 28,657(1)
(1)
()

All current directors and executive 3)

officers as a group (18 persol 2,191,58(5) *

@

@

(©)

4)
®)

(6)

Denotes less than 1% of class.

Excludes shares underlying restricted stock ufiRSUs") held by each of the named holders, but @xréch they have no voting or investment power ther right to acquire
beneficial ownership within 60 days of March 29020Includes the following number of shares subjeaptions either currently exercisable or exetois within 60 days of
March 29, 2007 over which the person will not hawéing or investment power until the options arereised: Mr. Beré (9,444); Mr. Bottorff (23,299)sMBowles (12,780);
Mr. Dickson (23,568); Dr. Gee (15,938); Ms. Knuck(@7,842); Mr. Perdue (1,000,000); Mr. Robbin848); Mr. Wilds (23,568); Mr. Tehle (164,375); MBuley (38,950);
Ms. Guion (143,900); Ms. Lowe (23,000); and allremt directors and executive officers as a groyp2d,209). The shares described in this notedsded in the table are
considered outstanding for the purpose of computiegoercentage of outstanding stock owned by eanted person and by the group, but not for theqaef computing the
percentage ownership of any other person.

Does not include phantom stock allocated to thégjant's account in our Deferred Compensatiom Fda Non-Employee Directors or in our CDP/SERPnPEs applicable,
over which the participant exercises no votingnwestment power until the underlying shares of camistock are issued.

Includes the following number of shares over witilh named person shares voting or investment pdiePurcell (8,000 shares held jointly with spoyidér. Robbins (334
and 400 shares held jointly with spouse and adhildl crespectively); and all current directors anacutive officers as a group (8,734).

Excludes 100 shares held by Ms. Knuckles' son whéch she does not exercise voting or investmentgoo

Includes the following number of restricted shatest were unvested as of March 29, 2007 over wtiiemamed holders do not have investment powek thetivesting of those
shares: Mr. Perdue (31,546); Mr. Tehle (5,000); alhdurrent directors and executive officers aga@up (36,546).

Excludes 2,100 shares held by Mr. Buley's wife avbich he does not exercise voting or investmemtgo
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current répgproxy statements and other information with$iiC. You may read and copy any
document we file at the SEC's public reference rtmrated at 100 F Street, N.E., Room 1580, Washimdd.C. 20549. Please call the SEC
at 1-800-SEC-0330 for further information on thdlreference room. Our SEC filings are also al#d# to the public at the SEC's website
at http://www.sec.gov. You also may obtain freeiespf the documents we file with the SEC by gdim¢he "Investing-SEC Filings" section
of our website at www.dollargeneral.com. Our webaiddress is provided as an inactive textual reéerenly. The information provided on
our website is not part of this proxy statemendt] trerefore is not incorporated herein by reference

Reports, proxy statements or other inforomatoncerning us may also be inspected at theesffof the NYSE at 20 Broad Street, New
York, New York 10005.

Statements contained in this proxy stateépwerin any document incorporated by referencehiim proxy statement regarding the contents
of any contract or other document, are not necigsmmplete and each such statement is qualifieitsientirety by reference to that contract
or other document filed as an exhibit with the SEfe SEC allows us to "incorporate by referenc& this proxy statement documents we
file with the SEC. This means that we can discloggortant information to you by referring you teose documents. The information
incorporated by reference is considered to be tagbdinis proxy statement, and later informatioattive file with the SEC will update and
supersede that information. We incorporate by ezfee the documents listed below and any documigedisbly us pursuant to Section 13(a),
13(c), 14 or 15(d) of the Exchange Act after theedd this proxy statement and before the datb@tpecial meeting:

. Annual Report on Form 10-K for the fiscal year eshéebruary 2, 2007.

Any person, including any beneficial owrterwvhom this proxy statement is delivered may estjeopies of proxy statements and any of
the documents incorporated by reference in thisish@nt or other information concerning us, withcudrge, by written or telephonic request
directed to Dollar General Investor Relations, MiSsion Ridge, Goodlettsville, Tennessee 37072her!'Investing-SEC Filings" section of
the Company's website at www.dollargeneral.conp (iittww.shareholder.com/dollar/edgar.cfm) or frdme SEC through the SEC's website
at the address provided above. Documents incogubiat reference are available without charge, eketpany exhibits to those documents
unless the exhibit is specifically incorporatedrbference into those documents.

THIS PROXY STATEMENT DOES NOT CONSTITUTE BSOLICITATION OF A PROXY IN ANY JURISDICTION TO OR
FROM ANY PERSON TO WHOM OR FROM WHOM IT IS UNLAWFUILO MAKE SUCH PROXY SOLICITATION IN THAT
JURISDICTION. YOU SHOULD RELY ONLY ON THE INFORMATDN CONTAINED OR INCORPORATED BY REFERENCE IN
THIS PROXY STATEMENT TO VOTE YOUR SHARES AT THE SEREAL MEETING. WE HAVE NOT AUTHORIZED ANYONE TO
PROVIDE YOU WITH INFORMATION THAT IS DIFFERENT FROMVHAT IS CONTAINED IN THIS PROXY STATEMENT. THIS
PROXY STATEMENT IS DATED [ ], 2007. YOU SHOULD T ASSUME THAT THE INFORMATION CONTAINED IN THIS
PROXY STATEMENT IS ACCURATE AS OF ANY DATE OTHER TAN THAT DATE, AND THE MAILING OF THIS PROXY
STATEMENT TO SHAREHOLDERS DOES NOT CREATE ANY IMPCATION TO THE CONTRARY.
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Annex A

AGREEMENT AND PLAN OF MERGER
among
BUCK HOLDINGS, L.P.,
BUCK ACQUISITION CORP.
and
DOLLAR GENERAL CORPORATION

Dated as of March 11, 2007
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AGREEMENT AND PLAN OF MERGER, dated as oaMh 11, 2007 (this Agreement), among Buck Holdings, L.P., a Delaware
limited partnership (Parent"), Buck Acquisition Corp., a Tennessee corporatiod a wholly owned subsidiary of ParenMgrger Sub’),
and Dollar General Corporation, a Tennessee caiparghe "Company').

WITNESSETH:

WHEREAS, the parties intend that Merger 8abmerged with and into the Company, with the Camypsurviving that merger on the
terms and subject to the conditions set forth is igreement (the Merger™);

WHEREAS, the Board of Directors of the Camp has (i) determined that it is in the best s of the Company and its shareholders,
and declared it advisable, to enter into this Agreet, (ii) approved the execution, delivery andgrenance by the Company of this
Agreement and the consummation of the transactiontemplated hereby, including the Merger and r@golved to recommend adoption of
this Agreement by the shareholders of the Company;

WHEREAS, the general partner of ParentthedBoard of Directors of Merger Sub have each@pgat this Agreement and declared it
advisable for Parent and Merger Sub, respectitelgnter into this Agreement;

WHEREAS, concurrently with the executiortltis Agreement, and as a condition and induceneetite Company's willingness to enter
into this Agreement, KKR 2006 Fund L.P. (th&tarantor") has provided a guarantee (th&Uarante€’) in favor of the Company, in the
form set forth on Section 4.10 of the Parent Disate Letter, with respect to certain of Parentligations under this Agreement; and

WHEREAS, Parent, Merger Sub and the Complesyre to make certain representations, warrar@g&nants and agreements in
connection with the Merger and the transactiongesoplated by this Agreement and also to prescrp&in conditions to the Merger as
specified herein.

NOW, THEREFORE, in consideration of theefgming and the representations, warranties, coveaa agreements contained herein,
and intending to be legally bound hereby, Paremtrgdr Sub and the Company hereby agree as follows:

ARTICLE |

THE MERGER

Section 1.1 The Merger. At the Effective Time, upon the terms and sobje the conditions set forth in this Agreemend &n
accordance with the applicable provisions of thanbBssee Business Corporation Act (tT@8CA"), Merger Sub shall be merged with and
into the Company, whereupon the separate corpexideence of Merger Sub shall cease, and the Coyrgiaalil continue as the surviving
company in the Merger (theSurviving Corporatiort) and a wholly owned subsidiary of Parent.

Section 1.2 Closing. The closing of the Merger (theClosing") shall take place at the offices of Wachtell, toip, Rosen & Katz, 51
West 52" Street, New York, New York at 10:00 a.m., localé¢inon the date (theClosing Date") following the satisfaction or waiver (to tl
extent permitted by applicable Law) of the condiicet forth in Article VI (other than those comatis that by their nature are to be satisfied
at the Closing, but subject to the satisfactiomaiver of such conditions) that is the earlieraf&ny Business Day during the Marketing
Period as may be specified by Parent on no lessttitae Business Days' prior notice to the Compard/(b) the final day of the Marketing
Period, or such other date or time specified bypiwties in writing.
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Section 1.3 Effective Time. On the Closing Date, the Company shall causéibrger to be consummated by executing, delivering
and filing articles of merger (theArticles of Merger') with the Secretary of State of the State of Tessee in accordance with the relevant
provisions of the TBCA and other applicable Teneedsaw. The Merger shall become effective at simhb &s the Articles of Merger are
duly filed with the Secretary of State of the Statdennessee, or at such later date or time asb@agreed by Parent and the Company in
writing and specified in the Articles of Mergeraacordance with the TBCA (such time as the Mergepmes effective is referred to herein
as the "Effective Time).

Section 1.4 Effects of the Merger. The Merger shall have the effects set fortthia Agreement and the applicable provisions of the
TBCA.

Section 1.5 Company Charter and By-laws of the Survivingp©ceation.

(a) The Amended and Restated ChartdreoQompany (the Company Chartet) shall by virtue of the Merger, be amended in its
entirety to be the same as set forth in Exhibid).and, as so amended, shall be the charter &uhdving Corporation following the Merger
until thereafter amended in accordance with theipians thereof, hereof and of applicable Law,aclecase consistent with the obligations
set forth in Section 5.8.

(b) The by-laws of Merger Sub, as in efffes of immediately prior to the Effective Timéa#l by virtue of the Merger, be the by-laws
of the Surviving Corporation until thereafter ameddn accordance with the provisions thereof, hiead of applicable Law, in each case
consistent with the obligations set forth in Settto8.

Section 1.6 Directors. The directors of Merger Sub as of immediatelpnto the Effective Time shall be the initial éators of the
Surviving Corporation and shall hold office unkikir respective successors are duly elected arldigdaor their earlier death, resignation or
removal.

Section 1.7 Officers. The officers of the Company as of immediateigipto the Effective Time Date shall be the iditidficers of
the Surviving Corporation and shall hold officeiltiteir respective successors are duly electedqaradified, or their earlier death, resignat
or removal.

Section 1.8 Further Assurances. If at any time after the Effective Time the @uimg Corporation shall consider or be advised tha
any deeds, hills of sale, assignments or assurama@@yy other acts or things are necessary, désicalproper (a) to vest, perfect or confirm,
of record or otherwise, in the Surviving Corporatits right, title or interest in, to or under aofythe rights, privileges, powers, franchises,
properties or assets of either Merger Sub or thag2my, or (b) otherwise to carry out the purpogahie Agreement, the Surviving
Corporation and its proper officers and directartheir designees shall be authorized to execuledativer, in the name and on behalf of
either of Merger Sub and the Company, all such sidaitls of sale, assignments and assurances atal in the name and on behalf of either
Merger Sub or the Company, all such other actstlainds as may be necessary, desirable or propessip perfect or confirm the Surviving
Corporation's right, title or interest in, to ordam any of the rights, privileges, powers, franekjproperties or assets of Merger Sub or the
Company and otherwise to carry out the purposési@fAgreement.
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ARTICLE Il

CONVERSION OF SHARES; EXCHANGE OF CERTIFICATES

Section 2.1 Effect on Capital Stock. At the Effective Time, by virtue of the Mergand without any action on the part of the
Company, Parent, Merger Sub or the holders of anyrties of the Company, Parent or Merger Sub:

(&) Conversion of Company Common StoclSubject to Section 2.1(b) and 2.1(d), eacheidsand outstanding share of common
stock, par value $0.50, of the Company outstaniimmgediately prior to the Effective Time (such skmmpllectively, "Company Common
Stock", and each, a Share") together with the associated Rights (as defimein), other than (i) any Shares held by anyctlive indirect
wholly owned subsidiary of the Company, which Skasieall remain outstanding except that the numbsuch Shares shall be appropriately
adjusted in the Merger to maintain relative owngrgercentages (theRemaining Sharey and (ii) any Cancelled Shares (as defined, and t
the extent provided in Section 2.1(b)), shall thpa be converted automatically into and shalldhfter represent the right to receive $22.00
in cash, without interest (theMerger Considerationti). All Shares, together with the associated Rigthtat have been converted into the right
to receive the Merger Consideration as providettig Section 2.1 shall be automatically cancelled shall cease to exist, and the holders of
certificates which immediately prior to the Effa@iTime represented such Shares (and associatbtsRéfpall cease to have any rights with
respect to such Shares and Rights other thangheta receive the Merger Consideration in accocdamith Section 2.2.

(b) Parent, Merger Sub and Company-Owned ShareSach Share that is owned, directly or indisedtly Parent or Merger Sub
immediately prior to the Effective Time, if any, loeld by the Company immediately prior to the Hiife Time (in each case, other than any
such Shares held on behalf of third parties or &hheld in the trust that funds the obligationsauridle Company's CDP/SERP Plan, as
amended and restated effective November 1, 20@#gammended through the date hereof) and Def€@oathensation Plan for Non-
Employee Directors) (theCancelled Share§ shall, by virtue of the Merger and without argtian on the part of the holder thereof, be
cancelled and retired and shall cease to existnarmbnsideration shall be delivered in exchangedich cancellation and retirement.

(c) Conversion of Merger Sub Common Stoclét the Effective Time, by virtue of the Mergand without any action on the part of
the holder thereof, each share of common stockyglae $0.01 per share, of Merger Sub issued atsdamding immediately prior to the
Effective Time shall be converted into and become alidly issued, fully paid and nonassessableestfacommon stock, par value $0.50
share, of the Surviving Corporation and shall whith Remaining Shares constitute the only outstanstiares of capital stock of the Surviv
Corporation. From and after the Effective Time,calttificates representing the common stock of Me&ub shall be deemed for all purposes
to represent the number of shares of common stbttledSurviving Corporation into which they werengerted in accordance with the
immediately preceding sentence.

(d) Adjustments. If at any time during the period between thtedd this Agreement and the Effective Time, angrde in the
outstanding shares of capital stock of the Companggcurities convertible or exchangeable intexarcisable for shares of capital stock,
shall occur as a result of any reclassificationapitalization, stock split (including a reversecst split) or subdivision or combination,
exchange or readjustment of shares, or any staittedid or stock distribution with a record dateidgrsuch period (excluding, in each case,
normal quarterly cash dividends), merger or otivailar transaction, the Merger Consideration shallequitably adjusted, without
duplication, to reflect such changepvidedthat nothing in this Section 2.1(d) shall be camstito permit the Company to take any action
with respect to its securities that is prohibiteditte terms of this Agreement.
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Section 2.2 Exchange of Certificates.

(a) Paying Agent. At or immediately subsequent to the Effectivend, Parent shall deposit, or shall cause to besitgul, with a

U.S. bank or trust company that shall be appoibteBarent and approved in advance by the Compaeh @pproval not to be unreasonably
withheld) to act as a paying agent hereunder (Paying Agent), in trust for the benefit of holders of the Ségrcash in U.S. dollars
sufficient to pay the aggregate Merger Considemnaticexchange for all of the Shares outstanding édiately prior to the Effective Time
other than the Remaining Shares) pursuant toriingions of this Article Il (such cash being heiter referred to as theExchange Fund

(b) Payment Procedures.

(i) As soon as reasonably practicabierahe Effective Time and in any event not latent the fifth Business Day following t
Effective Time, the Paying Agent shall mail to e&ctder of record of Shares whose Shares (togetiikerassociated Rights) were
converted into the Merger Consideration pursua@dction 2.1, (A) a letter of transmittal which klspecify that delivery shall be
effected, and risk of loss and title to the cestifes that immediately prior to the Effective Timpresented Sharesertificates")
shall pass, only upon delivery of Certificateshte Paying Agent (and shall be in such form and Isaed other provisions as Parent
and the Company may reasonably determine pridredcffective Time) and (B) instructions for useeifecting the surrender of
Certificates (or effective affidavits of loss ieli thereof) or non-certificated Shares represemydabok-entry (‘Book-Entry Share®
in exchange for the Merger Consideration.

(i) Upon surrender of Certificates (dfegtive affidavits of loss in lieu thereof) or Blodntry Shares to the Paying Agent
together with such letter of transmittal, duly cdetpd and validly executed in accordance with tistructions thereto, and such other
documents as may customarily be required by thinBaygent, the holder of such Certificates or Bdaikry Shares shall be entitled
to receive in exchange therefor an amount (aft@ngieffect to any required Tax withholdings) eqtathe product of (x) the number
of Shares represented by such holder's propentgrsidered Certificates (or effective affidavits @$$ in lieu thereof) and Book-Entry
Shares multiplied by (y) the Merger Consideratido.interest will be paid or accrued on any amowayiable upon due surrender of
Certificates or Book-Entry Shares. In the everd tfansfer of ownership of Shares that is not teggsl in the transfer or stock records
of the Company, any cash to be paid upon due sieresf the Certificate formerly representing sutiai®s may be paid to such a
transferee if such Certificate is presented toRaiging Agent, accompanied by all documents requoexvidence and effect such
transfer and to evidence that any applicable stigaisfer or other Taxes have been paid or areppiicable.

(iif) The Surviving Corporation, Parentdathe Paying Agent shall be entitled to deductwitidhold from the consideration
otherwise payable under this Agreement to any Resaoh amounts as are required to be withheld duated under the Internal
Revenue Code of 1986, as amended (tGede"), or any provision of U.S. state, local or foneijax Law with respect to the making
of such payment. To the extent that amounts amithbtield or deducted and paid over to the applie@hbvernmental Entity, such
withheld or deducted amounts shall be treated|fquaposes of this Agreement as having been paglith Person in respect of wh
such deduction and withholding were made.

(c) Closing of Transfer Books. At the Effective Time, the stock transfer bookshe Company shall be closed, and there shatlobe

further registration of transfers on the stock sfanbooks of the Surviving Corporation of the S®isathat were outstanding immediately prior
to the Effective Time. If, after the Effective Tim@ertificates are presented to the Surviving Capon or Parent for transfer, they shall be
cancelled and exchanged for the proper amount patsa and subject to the requirements of thischetil.
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(d) Termination of Exchange Fund.Any portion of the Exchange Fund (including freceeds of any investments thereof) that
remains undistributed to the former holders of 8kdor one year after the Effective Time shall bivéred to the Surviving Corporation ug
demand, and any former holders of Shares who hatveunrendered their Shares in accordance withSbétion 2.2 shall thereafter look only
to the Surviving Corporation for payment of thdaim for the Merger Consideration, without any net& thereon, upon due surrender of their
Shares.

(e) No Liability. Notwithstanding anything herein to the contrargne of the Company, Parent, Merger Sub, thei8ngv
Corporation, the Paying Agent or any other perdail $e liable to any former holder of Shares foy amount properly delivered to a public
official pursuant to any applicable abandoned prigpescheat or similar Law. If any Certificate bimat have been surrendered prior to the
date on which the related Merger Consideration digolirsuant to applicable Law, escheat to or beabm@roperty of any Governmental
Entity, any such Merger Consideration shall, togktent permitted by applicable Law, immediatelippto such time, become the property
the Surviving Corporation, free and clear of adligis or interests of any Person previously entitheaeto.

(H Investment of Exchange Fund.The Paying Agent shall invest all cash inclugethe Exchange Fund as reasonably directed by
Parentprovided, howevethat any investment of such cash shall in all evéetlimited to direct short-term obligations af sbort-term
obligations fully guaranteed as to principal aniiest by, the U.S. government, in commercial pagied A-1 or P-1 or better by Moody's
Investors Service, Inc. or Standard & Poor's Capon, respectively, or in certificates of depok#dnk repurchase agreements or banker's
acceptances of commercial banks with capital exnogekil0 billion (based on the most recent finanstatements of such bank that are then
publicly available), and that no such investmeribes thereon shall affect the amounts payableldens of Certificates or Bookntry Share
pursuant to this Article II. Any interest and otl@come resulting from such investments shall bid fathe Surviving Corporation on the
earlier of one year after the Effective Time o fidyment of the Exchange Fund.

(g) Lost Certificates. In the case of any Certificate that has besety &iolen or destroyed, upon the making of amladii, in form
and substance reasonably acceptable to Parehgtditt by the person claiming such Certificateedost, stolen or destroyed and, if
required by Parent or the Paying Agent, the podtinguch person of an indemnity agreement or,eaeléction of Parent or the Paying Agt
a bond in customary amount as indemnity againstchaign that may be made against it or the Survi@agporation with respect to such
Certificate, the Paying Agent will deliver in exettge for such lost, stolen or destroyed Certificateamount equal to the number of Shares
represented by such lost, stolen or destroyedfi@até multiplied by the Merger Consideration.

(h) No Further Ownership Rights. All cash paid upon the surrender of Certifisateaccordance with the terms of this ArticleHaB
be deemed to have been paid in full satisfacticallofghts pertaining to the shares of Company @mm Stock (together with the associated
Rights) formerly represented by such Certificates.

Section 2.3 Effect of the Merger on Company Stock Optiarts @ompany Restricted Shares, RSUs and DeferreitlyHdjoits.

(a) Each outstanding option to acquirret of Company Common Stock (eachGompany Stock Optidh), whether or not then
vested or exercisable, that is outstanding immebljigrior to the Effective Time shall, as of immaidily prior to the Effective Time (and
except for Company Stock Options as to which thatinent in the Merger is hereafter separately ddsgdParent and the holder thereof,
which Company Stock Options shall be treated amgseed), become fully vested (based on a deeméelvaahent of performance awards at
the maximum level, if applicable) and, subjectte terms of the Company Stock Plans, be convemtedtie right to receive a payment in
cash, payable in U.S. dollars and without interegtial to the product of (i) the excess, if any, of
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(x) the Merger Consideration over (y) the exergigee per share of Company Common Stock subjestith Company Stock Option,
multiplied by (ii) the number of shares of Compa&ymmon Stock for which such Company Stock Optiaadlstot theretofore have been
exercised. The Surviving Corporation shall payhbklers of Company Stock Options the cash payndagsribed in this Section 2.3(a) on or
as soon as reasonably practicable after the datenimm the Effective Time occurs, but in any eveithin five (5) Business Days thereafter.

(b) Immediately prior to the Effectiveriié, except as separately agreed by Parent andalither thereof, each award of restricted
Company Common Stock (theCompany Restricted Shar8sand any accrued stock dividends shall vest iinafiad be converted into the
right to receive the Merger Consideration as predith Section 2.1(a). The Surviving Corporation wélst and pay all cash dividends acct
on such Company Restricted Shares to the holdersdahwithin five (5) Business Days after the Effee Time.

(c) Immediately prior to the Effectiverié, each restricted stock unit in respect of asshbaCompany Common Stock (collectively, the
" RSUS") shall vest in full and be converted into thehti¢p receive the Merger Consideration, and thedrobf any such RSU shall be paic
soon as reasonably practicable after the date achwithe Effective Time occurs, but in any eventhwitfive (5) Business Days thereafter, an
aggregate amount of cash as the holder would hewe éntitled to receive had such RSU been vestidl ind settled immediately before
the Effective Time.

(d) Immediately prior to the Effectiveriié, all amounts held in participant accounts ambdgnated in Company Common Stock
under the Company's CDP/SERP Plan, as amende@statied effective November 1, 2004 (and as amethledgh the date hereof) and
Deferred Compensation Plan for Non-Employee Dinegtehall vest in full and be converted into angation to pay cash with a value equal
to the product of (i) the Merger Consideration &ijdhe number of shares of Company Common Staskkd held in such participant
accounts (‘Deferred Equity Unit§). Such obligation shall be payable or distriblgab accordance with the terms of the agreemdai, @r
arrangement relating to such Deferred Equity Uaiitd prior to the time of any distribution, sucheteéd amounts shall be permitted to be
deemed invested in another investment option utigeplan.

(e) The Surviving Corporation shall beitksd to deduct and withhold from the amounts otfige payable pursuant to this Section 2.3
to any holder of Company Stock Options, Companytiésd Shares or RSUs such amounts as the Sugvivarporation is required to
deduct and withhold with respect to the makinguafrspayment under the Code, or any provision @ésta local Tax Law, and the Survivi
Corporation shall make any required filings witldgrayments to Tax authorities relating to any sumthuction or withholding. To the extent
that amounts are so deducted and withheld by theviug Corporation, such withheld amounts shalkteated for all purposes of this
Agreement as having been paid to the holder o€tnapany Stock Options, Company Restricted Shar&strs in respect of which such
deduction and withholding was made by the Survi@agporation.

() The Board of Directors of the Compdar the appropriate committee thereof) shall tdieactions necessary to effectuate the
foregoing provisions of this Section 2.3.
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ARTICLE Il

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except (i) as disclosed in, and reasonaplyarent from, any report, schedule, form or otlemument filed with, or furnished to, the S
and publicly available prior to the date of thisrégment (collectively, theFiled SEC Document§ and only as and to the extent disclosed
therein (other than any forward looking discloswesforth in any risk factor section, any disclesuin any section relating to forward
looking statements and any other disclosures irdutlerein to the extent they are primarily predetcautionary or forward-looking in
nature) and, for the avoidance of doubt, withouirgj effect to any event occurring subsequent ¢oddite any such Filed SEC Document was
filed ( providedthat, in no event shall any disclosure in any Fi&C Documents qualify or limit the representatiand warranties of the
Company set forth in Section 3.11(b) of this Agreet), or (ii) as disclosed in the disclosure lettelivered by the Company to Parent
immediately prior to the execution of this Agreernghe "Company Disclosure Lettér it being agreed that disclosure of any itemny a
section of the Company Disclosure Letter shall @lsaleemed disclosure with respect to any othéioseaf this Agreement to which the
relevance of such item is reasonably apparent)Ctiapany represents and warrants to Parent ande¥Std as follows:

Section 3.1 Qualification, Organization, Subsidiaries, etc.

(@) Each of the Company and its Subsihas a legal entity duly organized, validly ekigtand in good standing under the Laws of its
respective jurisdiction of organization. Each of thbompany and its Subsidiaries has all requisitparate, partnership or similar power and
authority to own, lease and operate its propedrbassets and to carry on its business as prgsentiucted.

(b) Each of the Company and its Subsiesais duly qualified to do business and is in gstathding as a foreign corporation (or other
legal entity) in each jurisdiction where the owiin#ips leasing or operation of its assets or propsrir conduct of its business requires such
qualification, except where the failure to be saldied or in good standing would not, individuatly in the aggregate, have a Company
Material Adverse Effect. The organizational or gmweg documents of the Company and each of its ili#ives are in full force and effect.
Neither the Company nor any Subsidiary is in violabf its organizational or governing documel

(c) As used in this Agreement, any rafeesto any fact, circumstance, event, change, taffeaccurrence having aCompany Material
Adverse Effec" means any fact, circumstance, event, changegtaffeoccurrence that, individually or in the aggate with all other facts,
circumstances, events, changes, effects, or ocmese (1) has or would be reasonably expectedv® aanaterial adverse effect on or with
respect to business, results of operation or filmhigondition of the Company and its Subsidiareeh as a whole, or (2) that prevents or
materially delays or materially impairs the abilitithe Company to consummate the Mergeoyided, howeverthat, Company Material
Adverse Effect shall not include facts, circumstsevents, changes, effects or occurrences @rginaffecting the retail industry, or the
economy or the financial or securities marketshanUnited States, including effects on such imiesteconomy or markets resulting from
any regulatory and political conditions or devel@nts in general, or any outbreak or escalatiorosfilities, declared or undeclared acts of
war or terrorism (other than any of the foregoingttcauses any damage or destruction to or reptigsically unusable or inaccessible any
facility or property of the Company or any of itst&sidiaries); (ii) reflecting or resulting from afiges in Law or GAAP (or authoritative
interpretations thereof); or (iii) resulting fromteons of the Company or any of its SubsidiariescWhiiParent has expressly requested or to
which Parent has expressly consented, or resuffimg the announcement of the Merger or the proptheakof or this Agreement and the
transactions contemplated hereby; except to treneiat, with respect to clauses (i) and (i), ithpact of such fact, circumstance, event,
change, effect or occurrence is disproportionatelyerse to the Company and its Subsidiaries, takenwhole.
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Section 3.2 Capital Stock.

(a) The authorized capital stock of tlempany consists of 500,000,000 shares of Companyn@m Stock, 1,715,742 Series A
Convertible Junior Preferred Stock, par value $@&0share (the Series A Preferred Stofk and 10,000,000 shares of preferred stock, no
par value per share Ruthorized Preferred Stoc¢l, 5,000,000 of which have been designated ageS&iJunior Participating Preferred Stock
(the "Series B Preferred Stotktogether with the Series A Preferred Stock dredAuthorized Preferred Stock, th@teferred Stock)
reserved for issuance in connection with the rigtits "Rights") issued under the Company's Rights Agreemenéddas of February 29,
2000, as amended. As of March 9, 2007, (i) 31228 shares of Company Common Stock were issueduatsthnding, (ii) no shares of
Company Common Stock were held in treasury, @) 19,123,624 shares of Company Common Stock weserved for issuance pursuar
the outstanding Company Stock Options, (B) 803 8¥8es of Company Common Stock were reserveddoaige pursuant to the
outstanding RSUs, (C) 6,527,772 additional shaf€&pmpany Common Stock were reserved for issuamckifure grant pursuant to the
Company Stock Plans, and (D) 132,507 shares of @oyjnfommon Stock were reserved for issuance pursoiéime outstanding Deferred
Equity Units, and (iv) no shares of Preferred Staeke issued or outstanding. All outstanding shafésompany Common Stock, and all
shares of Company Common Stock reserved for issuasaoted in clause (iii) of the foregoing sentemehen issued in accordance with the
respective terms thereof, are or will be duly avittes, validly issued, fully paid and non-assessalnld free of pre-emptive or similar rights.
No Subsidiary of the Company owns any Company Com8tock. Section 3.2(a) of the Company Discloswtee8ule lists, as of the de
hereof, each outstanding Company Stock Option laa@xercise price thereof.

(b) Except as set forth in subsectioraf@ve, (i) as of the date hereof, the Company dotbave any shares of its capital stock issued
or outstanding other than shares of Company Conttock that have become outstanding after Marcl®@7 2ipon exercise of Company
Stock Options outstanding as of such date or ugsting or payment with respect to RSUs or DefeEedity Units and (ii) there are no
outstanding subscriptions, options, warrants, cetlavertible securities, stock-based performamits wr other similar rights, agreements or
commitments relating to the issuance of capitatlstr other equity interests to which the Compangryy of its Subsidiaries is a party
obligating the Company or any of its Subsidiar@§A&) issue, transfer or sell any shares of cagtiatk or other equity interests of the
Company or any of its Subsidiaries or securitiasvettible into or exchangeable for such sharegjaitg interests, (B) issue, grant, extend or
enter into any such subscription, option, warraall, convertible securities or other similar righgreement or arrangement, (C) redeem or
otherwise acquire any such shares of capital stocither equity interests or (D) provide a matesimlount of funds to, or make any material
investment (in the form of a loan, capital conttiba or otherwise) in, the Company or any Subsid@rthe Company.

(c) Except for the awards to acquire shaf Company Common Stock under the Company Rizois, neither the Company nor any
of its Subsidiaries has outstanding bonds, debestuotes or other obligations, the holders of tvhiave the right to vote (or which are
convertible into or exercisable for securities Ingvihe right to vote) with the shareholders of @mempany on any matter.

(d) There are no shareholder agreemeotisg trusts or other agreements or understandmggich the Company or any of its
Subsidiaries is a party with respect to the votiegjstration, redemption, repurchase or dispasitibthe capital stock or other equity interest
of the Company or any of its Subsidiaries.

Section 3.3 Subsidiaries. Section 3.3 of the Company Disclosure Lettés fmth a complete and correct list of eadighificant
subsidiary"' of the Company as such term is defined in Reguigh-X promulgated by the SEC (each, ignificant Subsidiary).
Section 3.3 of the Company Disclosure Letter atts ®rth the jurisdiction of organization and marage of outstanding equity interests
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(including partnership interests and limited ligtlgicompany interests) owned by the Company ositbsidiaries of each Significant
Subsidiary. All equity interests (including partsieip interests and limited liability company inteti® of the Company's Subsidiaries held by
the Company or by any other Subsidiary have begnahd validly authorized and are validly issuadlyf paid and non-assessable and were
not issued in violation of any preemptive or simiights, purchase option, call or right of firefusal or similar rights. All such equity
interests owned by the Company or its Subsidiaiedree and clear of any Liens, other than rdgiris on transfer imposed by applicable
Law. Except for its interests in Subsidiaries &f @ompany, the Company does not own, directly diréatly, 5% or more of the outstanding
capital stock of, or other equity interests, in &grson, or any options, warrants, rights or séearconvertible, exchangeable or exercisable
therefor.

Section 3.4 Corporate Authority Relative to This Agreeme; Violation.

(&) The Company has the requisite cotpgrawer and authority to enter into and perfosmhligations under this Agreement and,
subject to receipt of the Company Shareholder Aygdrdo consummate the transactions contemplatezblieThe execution, delivery and
performance of this Agreement and the consummatidie transactions contemplated hereby have belgradd validly authorized by the
Board of Directors of the Company and, except fiothe Company Shareholder Approval and (i) thiedi of the Articles of Merger with the
Secretary of State of the State of Tennessee,hav obrporate proceedings on the part of the Cognpemnecessary to authorize the
consummation of the transactions contemplated fefalbject to Section 5.2(d), the Board of Direstof the Company has, by resolutions
duly adopted at a meeting duly called and heldd(y and validly approved and declared advisdtike Agreement and the transactions
contemplated hereby, (y) determined that the ti@times contemplated by this Agreement are advisatkin the best interests of the
Company and its shareholders and (z) resolvedctinmeiend in accordance with applicable Law thaiGbepany's shareholders vote in fe
of adoption and approval of this Agreement andithesactions contemplated hereby, including thegd€the "Recommendatiof). This
Agreement has been duly and validly executed atideded by the Company and, assuming this Agreeroenstitutes the valid and binding
agreement of Parent and Merger Sub, constitutegalictand binding agreement of the Company, emfabte against the Company in
accordance with its terms, subject to the effettsaakruptcy, insolvency, fraudulent conveyancerganization, moratorium and other
similar Laws relating to or affecting creditorgjiits generally, general equitable principles (whetonsidered in a proceeding in equity or at
Law) and any implied covenant of good faith and ¢kaling.

(b) Other than in connection or in coraptie with (i) the TBCA, or any applicable Tennessa@takeover or investor protection
statute, (ii) the Securities Exchange Act of 19B# (' Exchange Act), (iii) the Hart-Scott-Rodino Antitrust Improvemts Act of 1976, as
amended, and the rules and regulations promulgagzdunder (the HSR Act’) and (iv) the approvals set forth on Section B)4(f the
Company Disclosure Letter (collectively, th€bmpany Approval$, no authorization, consent, approval or ordeoffiling with, or notice
to, any United States or foreign governmental gulaory agency, commission, court, body, entitawthority (each, aGovernmental Entit
") is necessary, under applicable Law, in connectith the execution, delivery and performancehig Agreement by the Company or the
consummation by the Company of the transactiontecoplated hereby, except for such authorizatioossents, approvals, orders, filings or
notices that, if not obtained or made, would nadjvidually or in the aggregate, have a Companyevlat Adverse Effect.

(c) The execution, delivery and perforcaby the Company of this Agreement does not, haddnsummation of the transactions
contemplated hereby and compliance with the promishereof by the Company will not, (i) result mydreach or violation of, or default
(with or without notice or lapse of time, or botimder, require consent under, or give rise to lat @ termination, cancellation, modification
or acceleration of any obligation or to the losaoy benefit under any loan, guarantee of
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indebtedness or credit agreement, note, bond, agetgndenture, lease, agreement, contract, pwearasale order, instrument, permit,
Company Permit, concession, franchise, right @nse binding upon the Company or any of its Susat or result in the creation of any
liens, claims, mortgages, encumbrances, pledgestigeinterests, equities or charges of any kieach, a 'Lien") upon any of the propertie
assets or rights of the Company or any of its Slidses, (ii) conflict with or result in any violan of any provision of the certificate or
articles of incorporation or blgws or other equivalent organizational documerthefCompany or any of its Subsidiaries or (ii§w@ging the
the consents and approvals referred to in Sectiéioi)—(iv) are duly obtained, conflict with ofolate any applicable Laws, other than, in
the case of clauses (i) and (iii), as would nadjvidually or in the aggregate, have a Company kiatédverse Effect.

Section 3.5 Reports and Financial Statements.

(@) The Company and its Subsidiaries hawely filed all forms, documents, statements eaqbrts required to be filed by them with
the Securities and Exchange Commission (t8&C") since January 1, 2004 (the forms, documentgesants and reports filed with the SEC
since January 1, 2004, including any amendmentstihhehe "Company SEC Documeri)s As of their respective dates, or, if amended or
superseded by a subsequent filing, as of the ddkedast such amendment or superseding filingrpa the date hereof, the Company SEC
Documents complied, and each of the Company SE@iments filed subsequent to the date of this Agreemél comply, in all material
respects with the requirements of the SecuritidsoA@933, as amended (th&écurities Act), the Exchange Act and the Sarbafedey Act
of 2002 (the 'Sarbanes-Oxley A¢j, as the case may be, and the applicable rulésegulations promulgated thereunder. As of the tirh
filing with the SEC, none of the Company SEC Docuotaeso filed or that will be filed subsequent te thate of this Agreement contained or
will contain, as the case may be, any untrue sta¢wf a material fact or omitted to state any maltéact required to be stated therein or
necessary in order to make the statements thémetime light of the circumstances under which theye made, not misleading, except to the
extent that the information in such Company SECuboent has been amended or superseded by a latgra@grSEC Document filed prior
to the date hereof. No Subsidiary of the Comparspigect to the periodic reporting requirementthefExchange Act.

(b) The financial statements (includitig@lated notes and schedules) of the Companyitar®ubsidiaries included in the Company
SEC Documents complied as to form in all mategapects with the published rules and regulatiotk@BEC with respect thereto, fairly
present in all material respects the financial fomsiof the Company and its Subsidiaries, as ateékpective dates thereof, and the results of
their operations and their cash flows for the reipe periods then ended (subject, in the casketihaudited statements, to normal year-end
audit adjustments and to any other adjustmentsessfyr described therein, including the notes tberaine of which are expected to have a
Company Material Adverse Effect) and were prepamezbnformity with United States generally acceptedounting principles (GAAP")
(except, in the case of the unaudited statemessemitted by the SEC) applied on a consisterislsasing the periods involved (except as
may be expressly indicated therein or in the ntiteseto).

Section 3.6 No Undisclosed Liabilities. Except (i) as reflected or reserved againtiénCompany's consolidated balance sheet as of
November 3, 2006 (or the notes thereto) includetienCompany SEC Documents filed prior to the dateof, (ii) for liabilities ol
obligations incurred in connection with the trariats contemplated by this Agreement or the finaga@f such transactions and (iii) for
liabilities and obligations incurred in the ordipaourse of business consistent with past prastivee November 3, 2006, neither the
Company nor any Subsidiary of the Company has iabylities or obligations of any nature, whethemot accrued, contingent or otherwise
and whether due or to become due, that would, iddally or in the aggregate, have a Company Mdtédaerse Effect.
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Section 3.7 Compliance with Law; Permits.

(a) The Company and each of its Subs&lds, and since the later of January 1, 2005tarréspective date of formation or
organization has been, in compliance with and timdefault under or in violation of any applicaldederal, state, local or foreign or
provincial law, statute, code, ordinance, ruleutation, judgment, order, injunction, decree orragerequirement of or undertaking to or
agreement with any Governmental Entity, includingnenon law (collectively, Laws" and each, a Law"), except where such non-
compliance, default or violation would not, indivally or in the aggregate, have a Company Matéslerse Effect.

(b) The Company and its Subsidiariesmmossession of all franchises, tariffs, grantsharizations, licenses, permits, easements,
variances, exceptions, consents, certificates,ops and orders of any Governmental Entity necgdsathe Company and its Subsidiaries
to own, lease and operate their properties andsasséo carry on their businesses as they areb@mg conducted (theCompany Permit¥),
except where the failure to have any of the Compenynits would not, individually or in the aggregjatave a Company Material Adverse
Effect. All Company Permits are in full force arffeet, except where the failure to be in full formed effect would not, individually or in the
aggregate, have a Company Material Adverse Effect.

Section 3.8 Environmental Laws and Regulations.

(a) Except as would not, individuallyinithe aggregate, have a Company Material Adveffeet: (i) the Company and each of its
Subsidiaries have conducted their respective bsségin compliance with all, and have not violated, applicable Environmental Laws,
(i) there has been no release of any Hazardoust&ute by the Company or any of its Subsidiarieminmanner that could reasonably be
expected to give rise to any remedial obligatiarective action requirement or liability under &pable Environmental Laws, (i) since
January 1, 2005, neither the Company nor any @utssidiaries has received in writing any clainttjaes, demand letters or requests for
information (except for such claims, notices, dethigtters or requests for information the subjeatter of which has been resolved prior to
the date of this Agreement) from any federal, stateal or foreign or provincial Governmental Ewntitr any other Person asserting that the
Company or any of its Subsidiaries is in violatadnor liable under, any Environmental Law, (iv) Hazardous Substance has been disposed
of, arranged to be disposed of, released or trategpm violation of any applicable Environmentai, or in a manner giving rise to, or that
would reasonably be expected to give rise to, mtjlity under Environmental Law, from any curr@mtformer properties or facilities while
owned or operated by the Company or any of its lidyges or as a result of any operations or ati¢iviof the Company or any of its
Subsidiaries at any location and, to the Knowlealfiglhe Company, Hazardous Substances are not aeepresent at or about any such
properties or facilities in amount or conditiontthauld reasonably be expected to result in ligbtth the Company or any of its Subsidiaries
under Environmental Law, and (v) neither the Conypés Subsidiaries nor any of their respectivepanties or facilities are subject to, or are
threatened to become subject to, any liabilitidstirey to any suit, settlement, court order, adstiattive order, regulatory requirement,
judgment or written claim asserted or arising urater Environmental Law or any agreement relatingrteironmental liabilities

(b) As used hereinEhvironmental Law means any Law relating to (i) the protection,gemation or restoration of the environment
(including air, surface water, groundwater, drirkimater supply, surface land, subsurface landglad animal life or any other natural
resource), or (ii) the exposure to, or the useagm, recycling, treatment, generation, transportaprocessing, handling, labeling, product
release or disposal of Hazardous Substances.
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(c) As used hereinHazardous Substan¢emeans any substance listed, defined, designeleskified or regulated as a waste, pollutant
or contaminant or as hazardous, toxic, radioadivéangerous or any other term of similar impomdemany Environmental Law, including
petroleum.

Section 3.9 Employee Benefit Plans.

(a) Section 3.9(a) of the Company Disated_etter sets forth a true and complete listawthematerial Company Benefit Plan. For
purposes of this Agreement, the terf@idmpany Benefit Plahshall mean any employee or director benefit ptarangement or agreement,
including, without limitation, any such plan thatan employee welfare benefit plan within the meguuf Section 3(1) of the Employee
Retirement Income Security Act of 1974, as amer{d&RISA"), an employee pension benefit plan within the nireg of Section 3(2) of
ERISA (whether or not such plan is subject to ERISAa bonus, incentive, deferred compensatioratiae, stock purchase, stock option,
severance, employment, change of control or friveygefit plan, program or agreement that is spodsarenaintained by the Company or ¢
of its Subsidiaries to or for the benefit of theremt or former employees, independent contraapdirectors of the Company and its
Subsidiaries.

(b) The Company has heretofore made aviailto Parent true and complete copies of eatfeaiaterial Company Benefit Plans and
certain related documents, including, but not ladito, (i) each writing constituting a part of si@bmpany Benefit Plan, including all
amendments thereto; (ii) the two most recent (Ahdal Reports (Form 5500 Series) and accompanyimedsdes, if any, (B) audited
financial statements and (C) actuarial valuatigorss; (iii) the most recent determination lettemf the Internal Revenue ServicdRS") (if
applicable) for such Company Benefit Plan; and &y related trust agreement or funding instrument in effect or required in the future
a result of the transactions contemplated by tlgeeAment.

(c) Except as would not have a Companyelia Adverse Effect: (i) each of the Company Hérélans has been established, operated
and administered in all respects with applicable¢,ancluding, but not limited to, ERISA, the Caoaled in each case the regulations
thereunder; (ii) each of the Company Benefit Platended to be "qualified" within the meaning ot8en 401(a) of the Code has received a
favorable determination letter from the IRS, anth® Knowledge of the Company, there are no exjstircumstances or events that have
occurred that could reasonably be expected totrestiie revocation of such letter; (iii) no Compa®enefit Plan is subject to Title IV of
ERISA; (iv) no Company Benefit Plan provides hegdlfle insurance or disability benefits (whethemat insured), with respect to current or
former employees or directors of the Company oBiibsidiaries beyond their retirement or other teation of service, other than
(A) coverage mandated by applicable Law or (B) kdé@nefits or retirement benefits under any "emgogension plan” (as such term is
defined in Section 3(2) of ERISA); (v) no liabilitynder Title IV of ERISA has been incurred by thentpany, its Subsidiaries or any ERISA
Affiliate of the Company that has not been sat@fiefull, and, to the Knowledge of the Company,comdition exists that presents a risk to
the Company, its Subsidiaries or any ERISA Afféiaif the Company of incurring a liability thereundgi) no Company Benefit Plan is a
"multiemployer pension plan” (as such term is dediim Section 3(37) of ERISA) or a plan that has twmore contributing sponsors at least
two of whom are not under common control, withia theaning of Section 4063 of ERISA; (vii) all cdbtitions or other amounts payable
the Company or its Subsidiaries as of the dateofievith respect to each Company Benefit Plan ipeesof current or prior plan years have
been paid or accrued in accordance with GAAP;)(agither the Company nor its Subsidiaries has gedyan a transaction in connection w
which the Company or its Subsidiaries could realslyniae expected to be subject to either a civilglgrassessed pursuant to Section 409 or
502(i) of ERISA or a Tax imposed pursuant to Secti875 or 4976 of the Code; and (ix) there areemadmng, threatened or anticipated
claims (other than routine claims for benefits) ty,behalf of or against any of the Company Berifinhs or any trusts related thereto which
could reasonably be expected to result in anylitaluf the Company or any of its Subsidiarie€RISA Affiliateé' means, with respect to any
entity, trade or
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business, any other entity, trade or businessslammember of a group described in Section 414¢p)(m) or (o) of the Code or Section 4001
(b)(1) of ERISA that includes the first entity, daor business, or that is a member of the sameradted group” as the first entity, trade or
business pursuant to Section 4001(a)(14) of ERISA.

(d) No Company Benefit Plan exists ttetiaesult of the consummation of the transactimméemplated by this Agreement will, either
alone or in combination with another event, (i)itmany employee or officer of the Company or afjts Subsidiaries to severance pay,
unemployment compensation or any other paymengpbas expressly provided in this Agreement oegsired by applicable Law,

(i) accelerate the time of payment or vestinginorease the amount of compensation due any suplogeg, consultant or officer, except as
expressly provided in this Agreement, or (iii) rikso payments under any of the Company Benefih®lahich would not be deductible under
Section 280G of the Code.

Section 3.10 Interested Party Transactions. Except for employment-related Contracts filednaorporated by reference as an exhibit
to a Filed SEC Document filed prior to the datecloéior Company Benefit Plans, Section 3.10 of tben@any Disclosure Letter sets forth a
correct and complete list of the contracts or ayemnents that are in existence as of the date @ftpieement under which the Company has
any existing or future material liabilities betwetie Company or any of its Subsidiaries, on thelared, and, on the other hand, any
(A) present officer or director of either the Compar any of its Subsidiaries or any person thatdeaved as such an officer or director or
any of such officer's or director's immediate fanmiembers, (B) record or beneficial owner of mdrant 5% of the Shares as of the date
hereof, or (C) to the Knowledge of the Company, Affiliate of any such officer, director or ownesthier than the Company or any of its
Subsidiaries) (each, amAffiliate Transactiorl’). The Company has provided to Parent copies dfi €ontract or other relevant documenta
(including any amendments or modifications thergtayviding for each Affiliate Transaction.

Section 3.11 Absence of Certain Changes or Eventga) Since November 3, 2006 through the dathisfAgreement, except for the
transactions contemplated hereby, the businesseea€bmpany and its Subsidiaries has been condunteltimaterial respects, in the ordin
course of business consistent with past practiog;(B) since February 3, 2006, there have not begrfacts, circumstances, events, changes,
effects or occurrences that, individually or in Hygregate, have had or would be reasonably expexteave, a Company Material Adverse
Effect.

Section 3.12 Investigations; Litigation. There are no (i) investigations or proceedipgsding or, to the Knowledge of the Company,
threatened by any Governmental Entity with resp@the Company or any of its Subsidiaries or anthefr properties or assets, (ii) actions,
suits, or proceedings pending or, to the Knowleafgthe Company, threatened against or affectingtvapany or any of its Subsidiaries, or
any of their respective properties or assets, at dain equity, or (iii) orders, judgments or degseof any Governmental Entity against the
Company or any of its Subsidiaries, which, in theecof clauses (i) or (ii), individually or in thggregate, have had or would be reasonably
expected to have a Company Material Adverse Effect.

Section 3.13 Proxy Statement; Other Information.The Proxy Statement will not at the time of thailing of the Proxy Statement to
the shareholders of the Company, at the time o€Cibrapany Meeting, and at the time of any amendmtéeteof or supplements thereto,
contain any untrue statement of a material factnoit to state any material fact required to beestdlherein or necessary in order to make the
statements therein, in light of the circumstanaagen which they were made, not misleadipigividedthat no representation is made by the
Company with respect to information supplied byedated to or the sufficiency of disclosures redat® Parent, Merger Sub or any Affiliate
of Parent or Merger Sub. The Proxy Statement withply as to form in all material respects with taguirements of the Exchange Act. The
letter to shareholders, notice of meeting,
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proxy statement, forms of proxy and any other #olig materials to be distributed to shareholdarsannection with the Merger to be filed
with the SEC in connection with seeking the adoptiad approval of this Agreement are collectivelfierred to herein as thePtoxy
Statement”

Section 3.14 Tax Matters.

(a) Except as would not have, individyall in the aggregate, a Company Material Adverf$ecE (i) the Company and each of its
Subsidiaries have prepared and timely filed (takimg account any valid extension of time withiniarto file) all Tax Returns required to
filed by any of them and all such Tax Returns ammplete and accurate, (ii) the Company and eads Subsidiaries have timely paid all
Taxes that are required to be paid by any of thehether or not shown on any Tax Return), except vaspect to matters contested in good
faith through appropriate proceedings and for wlaidaquate reserves have been established on émeifihstatements of the Company and
its Subsidiaries in accordance with GAAP, (iii) tHeS. consolidated federal income Tax Returns @f@bmpany through the Tax year ending
January 30, 2004 have been examined or are cyriggitig examined by the IRS (or the period for ssseent of the Taxes in respect of
which such Tax Returns were required to be filesldypired), (iv) all assessments for Taxes due respect to completed and settled
examinations or any concluded litigation have biediy paid, (v) there are no audits, examinatidngestigations or other proceedings
pending or threatened in writing in respect of TageTax matters of the Company or any of its Slibses, (vi) there are no Liens for Taxes
on any of the assets of the Company or any ofuitssiliaries other than statutory Liens for Taxesyeb due and payable or Liens for Taxes
that are being contested in good faith through eympeite proceedings and for which adequate reséraes been established on the financial
statements of the Company and its Subsidiariesdnrdance with GAAP, (vii) none of the Company oy af its Subsidiaries has been a
"controlled corporation” or a "distributing corptican” in any distribution that was purported oreintied to be governed by Section 355 of the
Code (or any similar provision of state, local areign Law) occurring during the two-year periodierg on the date hereof, (viii) the
Company and each of its Subsidiaries has timellgheiid and paid all Taxes required to have beerhwithand paid in connection with
amounts paid or owing to any employee, creditatependent contractor, shareholder or other thirty péix) neither the Company nor any of
its Subsidiaries is a party to any agreement @naement relating to the apportionment, sharingigament or allocation of any Tax or Tax
asset (other than an agreement or arrangemeny soheing members of a group the common parent aftwisithe Company or a Subsidiary
of the Company) or has any liability for Taxes of@erson (other than the Company or any of itssllidries) under Treasury Regulation
Section 1.1502-6 (or any predecessor or succassadf or any analogous or similar provision of iy contract, agreement or otherwise,
(x) no waivers or extensions of any statute oftitidns have been granted or requested with respecty Taxes of the Company or any o
Subsidiaries, (xi) none of the Company or any ®Subsidiaries has been a party to any "listegaetion” within the meaning of Treasury
Regulation 1.6011-4(b)(2), and (xii) no closingegmnent pursuant to Section 7121 of the Code (osanyar provision of state, local or
foreign law) has been entered into by or with respethe Company or any of its Subsidiaries.

(b) As used in this Agreement, (iydx" or " Taxes' means any and all federal, state, local or fer@igprovincial taxes, imposts,
levies or other assessments, including all netrirsaross receipts, capital, sales, use, ad valorale added, transfer, franchise, profits,
inventory, capital stock, license, withholding, paly employment, social security, unemploymentisg&, severance, stamp, occupation,
property and estimated taxes, customs duties, &ssessments and charges of any kind whatsoegkdiimg any and all interest, penalties,
fines, additions to tax or additional amounts inggbby any Governmental Entity in connection witbpect thereto, and (i) Tax Returr’
means any return, report or similar filing (incladiany attached schedules, supplements and additosupporting material) filed or
required to be filed with respect to Taxes, inahgdany information return, claim for refund,
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amended return or declaration of estimated Taxgs ifecluding any amendments with respect thereto).

Section 3.15 Labor Matters. Neither the Company nor any of its Subsidiaises party to, or bound by, any collective bargain
agreement, contract or other agreement or undelisgmwith a labor union or labor organization. Meit the Company nor any of its
Subsidiaries is subject to a dispute, strike orkvatoppage except as would not, individually othie aggregate, have a Company Material
Adverse Effect. To the Knowledge of the Compangréhare no organizational efforts with respecheoformation of a collective bargaining
unit presently being made or threatened involvimpleyees of the Company or any of its Subsidiaries.

Section 3.16 Intellectual Property. Except as would not, individually or in the aggate, have a Company Material Adverse Effect,
either the Company or a Subsidiary of the Compamysp or is licensed or otherwise possesses aderghts to use, all trademarks, trade
names, service marks, service names, mark registsatogos, assumed names, domain names, registeceunregistered copyrights,
software, patents or other intellectual properhd all applications and registrations used in thespective businesses as currently conducted
(collectively, the "Intellectual Property"). Except as would not, individually or in the aggate, have a Company Material Adverse Effect,
(i) there are no pending or, to the Knowledge ef@ompany, threatened in writing claims by any gemleging infringement by the
Company or any of its Subsidiaries for their us¢hefintellectual Property of the Company or anjt®Subsidiaries, (ii) to the Knowledge of
the Company, the conduct of the business of thegansand its Subsidiaries does not infringe amgiledtual property rights of any person,
(iii) neither the Company nor any of its Subsidéarhas made any claim of a violation or infringetisnothers of its rights to or in
connection with the Intellectual Property of then@any or any of its Subsidiaries, (iv) to the Knedgde of the Company, no person is
infringing any Intellectual Property of the Compastyany of its Subsidiaries and (v) the Compangsaleasonable actions to protect the
security of its software, systems and networks.

Section 3.17 Property. Except as would not, individually or in the agggate, have a Company Material Adverse EffectCbmpany
or a Subsidiary of the Company owns and has goddralid title to all of its owned real property agdod title to all its personal property &
has valid leasehold interests in all of its leggeaperties, sufficient to conduct their respectivsinesses as currently conducted, free and
of all Liens (except in all cases for Liens perntiksunder any applicable loan agreements and tndesand for title exceptions, defects,
encumbrances, liens, charges, restrictions, rés&ricovenants and other matters, whether or not¢adrd, which in the aggregate do not
materially affect the continued use of the propéstythe purposes for which the property is cutlsebeing used), assuming the timely
discharge of all obligations owing under or relatedhe owned real property, the personal propemty the leased property. Except as would
not, individually or in the aggregate, have a Comypllaterial Adverse Effect, all leases under whtod Company or any of its Subsidiaries
lease any real or personal property are valid aridli force and effect against the Company or ahis Subsidiaries and, to the Company's
Knowledge, the counterparties thereto, in accordavith their respective terms, and there is nodenrany of such leases, any existing de’
by the Company or any of its Subsidiaries whictthwiotice or lapse of time or both, would becontetault by the Company or any of its
Subsidiaries.

Section 3.18 Required Vote of the Company Shareholderdssuming the accuracy of the representatiodsaarranties in Sections
4.7 and 4.8, the affirmative vote of the holdersuatfstanding shares of Company Common Stock, vatiggther as a single class,
representing at least a majority of all the votestentitled to vote at a meeting of shareholdetthie only vote of holders of any class of
securities of the Company which is required to aperthis Agreement, the Merger and the other tictitses contemplated hereby (the "
Company Shareholder Approval
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Section 3.19 Material Contracts.

(a) The Company has made available terRaas of the date of this Agreement, true, coaad complete copies of (including all
amendments or modifications to), all Contracts kicl the Company or any of its Subsidiaries is @ypar by which the Company, any of its
Subsidiaries or any of their respective propenmieassets is bound (other than Plans) that:

(i) are or would be required to be fitedthe Company as a "material contract" pursuaitteim 601(b)(10) of Regulation S-K
under the Securities Act or disclosed by the Commana Current Report on Form 8-K;

(i) with respect to a joint venture, fearship, limited liability or other similar agreemt or arrangement, relate to the format
creation, operation, management or control of arynership or joint venture that is material to thusiness of the Company and the
Subsidiaries, taken as a whole;

(iii) relate to Indebtedness and havingatstanding principal amount in excess of $10 000,

(iv) were entered into after DecemberZ106 or not yet consummated, and involve the a@tourisrom another person or
disposition to another Person, directly or indine@by merger or otherwise), of assets or captiatls or other equity interests of
another Person for aggregate consideration undér@Gantract (or series of related Contracts) iresgaf $25,000,000 (other than
acquisitions or dispositions of inventory in thelioary course of business);

(v) relate to an acquisition, divestitumerger or similar transaction that contains repnéations, covenants, indemnities or @
obligations (including indemnification, "earn-outt' other contingent obligations), that are stileiifect and, individually or in the
aggregate, could reasonably be expected to respétyiments in excess of $25,000,000;

(vi) other than an acquisition subjectla@use (v) above, obligate the Company to makecapijtal commitment or capital
expenditure, other than acquisitions of inventdingluding pursuant to any joint venture) in excet$30,000,000;

(vii) relate to any guarantee or assumptibather obligations of any third party or reimbement of any maker of a letter of
credit, except for agreements entered into in tdeary course of business consistent with pagttip@which agreements relate to
obligations which do not exceed $15,000,000 inatpgregate for all such agreements;

(viii) are license agreements that areemialtto the business of the Company and its Sidrgéd, taken as a whole, pursuant to
which the Company or any of its Subsidiaries is#ypand licenses in Intellectual Property or Ieesout Intellectual Property owned
by the Company or its Subsidiaries, other thamBeeagreements for software that is generally cawiaily available; or

(ix) relate to an Affiliate Transaction.
Each contract of the type described in clausahi@ugh (ix) above is referred to herein ashddterial Contract.”
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(b) (i) Each Company Material Contractadid and binding on the Company and any of iteskdiaries to the extent such Subsidiary is
a party thereto, as applicable, and to the Knowdazfghe Company, each other party thereto, amdfidl force and effect and enforceable in
accordance with its terms, except where the fatioifge valid, binding, enforceable and in full ferand effect, would not, either individually
or in the aggregate, have a Company Material AdvEffect, (ii) the Company and each of its Subsid& and, to the Knowledge of the
Company, any other party thereto, has performedidilfjations required to be performed by it undsereCompany Material Contract, except
where such noncompliance, would not, either indigity or in the aggregate, have a Company Mat&kderse Effect, and (iii) neither the
Company nor any of its Subsidiaries has receivatiemrnotice of, the existence of any event or @ which constitutes, or, after notice or
lapse of time or both, will constitute, a defauittbe part of the Company or any of its Subsidgateder any such Company Material
Contract, except where such default would noteeithdividually or in the aggregate, have a Compliayerial Adverse Effect.

Section 3.20 Finders or Brokers. Except for Lazard Freres & Co. LLC and LehmantBers, Inc., neither the Company nor any of
its Subsidiaries has engaged any investment babkaker or finder in connection with the transagsti@ontemplated by this Agreement who
might be entitled to any fee or any commissiondnreection with or upon consummation of the Mergethe other transactions contemplated
hereby.

Section 3.21 Fairness Opinion. The Company has received the opinion of LaEaedes & Co. LLC, dated the date of this
Agreement, to the effect that, as of such dateMérger Consideration is fair, from a financial podf view, to the holders of shares of the
Company Common Stock, a signed copy of which opitiias been or will promptly be provided to Parghe Company has furnished to
Parent a true and complete copy of any Contragtdesi (i) the Company and Lazard Freres & Co. LL@ @inthe Company and Lehman
Brothers, Inc., pursuant to which Lazard Freres& I0_.C or Lehman Brothers, Inc. could be entitlechhy payment from the Company
relating to the transactions contemplated hereby.

Section 3.22 State Takeover Statutes; Charter Provisionan@any Rights Agreement. Assuming the accuracy of the representa
and warranties in Sections 4.7 and 4.8, the BohRlrectors of the Company has taken all actionsessary so that no artikeover statute «
regulation, in each case under the TBCA or otheliegble laws of the State of Tennessee shall pbécgble to the execution, delivery or
performance of this Agreement, the consummatich@Merger and the other transactions contemplagetiis Agreement. The Board of
Directors of the Company has resolved to, and thm@any after the execution of this Agreement walke all action necessary to (x) render
the Rights Agreement, dated as of February 29, 280@mended as of August 30, 2006, by and betthee@Gompany and Registrar and
Transfer Company (theCompany Rights Agreeméy} inapplicable to the execution, delivery andfpanance of this Agreement and the
transactions contemplated hereby and (y) causRitites to expire in their entirety immediately prio the Effective Time without any
payment being made in respect thereof.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Except as disclosed in the disclosurenettdivered by Parent to the Company immediateigrfo the execution of this Agreement (the
"Parent Disclosure Letter"), Parent and Merger jBirily and severally represent and warrant toGoeenpany as follows:

Section 4.1 Qualification; Organization.

(@) Each of Parent and Merger Sub imidid partnership or corporation duly organizedidaexisting and in good standing under the
Laws of its respective jurisdiction of organizati&@ach of
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Parent and Merger Sub has all requisite limitedngaship or corporate power and authority to owase and operate its properties and asset:
and to carry on its business as presently conducted

(b) Each of Parent and Merger Sub is dulglified to do business and is in good standsg foreign corporation in each jurisdiction
where the ownership, leasing or operation of iseessor properties or conduct of its business reguuch qualification, except where the
failure to be so qualified or in good standing wbabt, individually or in the aggregate, have aeRaMaterial Adverse Effect. The
organizational or governing documents of the PaaedtMerger Sub, as previously provided to the Gamgpare in full force and effect.
Neither Parent nor Merger Sub is in violation sfarganizational or governing documel

Section 4.2 Corporate Authority Relative to This Agreeme; Violation.

(@) Each of Parent and Merger Sub ha®aqllisite limited partnership or corporate powsd authority to enter into and perform its
obligations under this Agreement and to consumitigtéransactions contemplated by this Agreemealiding the Financing. The
execution, delivery and performance of this Agreenaand the consummation of the transactions corlaetbby this Agreement, including
the Financing, have been duly and validly autharizg the general partner of Parent and the BoaRirefctors of Merger Sub and no other
partnership or corporate proceedings on the paPaoént or Merger Sub are necessary to authorzeghsummation of the transactions
contemplated hereby (other than the filing of thidcdes of Merger with the Secretary of State @& Btate of Tennessee). This Agreement has
been duly and validly executed and delivered beRaand Merger Sub and, assuming this Agreemerstitates the valid and binding
agreement of the Company, this Agreement constitie valid and binding agreement of Parent andydteBub, enforceable against each of
Parent and Merger Sub in accordance with its tesmigject to the effects of bankruptcy, insolverfcgudulent conveyance, reorganization,
moratorium and other similar Laws relating to deafing creditors' rights generally, general edulégorinciples (whether considered in a
proceeding in equity or at Law) and any impliedemant of good faith and fair dealing.

(b) Other than in connection with or anpliance with (i) the provisions of the TBCA, (ie Exchange Act, and (iii) the HSR Act
(collectively, the "Parent Approvals"), no authatibn, consent, approval or order of, or filinghibr notification to, any Governmental
Entity is necessary in connection with the exeeutttelivery and performance of this Agreement bseRiaor Merger Sub or the
consummation by Parent or Merger Sub of the trdieccontemplated by this Agreement, except fehsauthorizations, consents,
approvals, orders, filings or notices that, if obtained or made, would not, individually or in thggregate, have a Parent Material Adverse
Effect.

(c) The execution, delivery and perforecaby Parent and Merger Sub of this Agreement dogsand the consummation of the
transactions contemplated hereby, including thafdimg, and compliance with the provisions heredifrt (i) result in any breach or
violation of, or default (with or without notice tapse of time, or both) under, require conseneunar give rise to a right of termination,
cancellation, modification or acceleration of arigation or to the loss of any benefit under amgr, guarantee of indebtedness or credit
agreement, note, bond, mortgage, indenture, lagseement, contract, purchase or sale order, mstitj permit, concession, franchise, right
or license binding upon Parent or any of its Subsigs or result in the creation of any Lien upoy af the properties, assets or rights of
Parent or any of its Subsidiaries, (ii) conflicthvor result in any violation of any provision bt certificate of incorporation or by-laws or
other equivalent organizational document, in eade@s amended, of Parent or any of its Subsigliarigii) assuming that all Parent
Approvals are obtained, conflict with or violateyaapplicable Laws, other than, (x) in the caselafises (i) and (iii), as would not,
individually or in the aggregate, have a Parentavlat Adverse Effect and (y) in the case of claijser (iii), to the extent relating to the
Company or its Subsidiaries or a change of coniwieof.
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Section 4.3 Proxy Statement; Other Information.None of the information supplied or to be siggpby Parent or Merger Sub for
inclusion or incorporation by reference in the Br&tatement will at the time of the mailing of theoxy Statement to the shareholders of the
Company, at the time of the Company Meeting, antleatime of any amendments thereof or supplentbeteto, contain any untrue
statement of a material fact or omit to state amayemal fact required to be stated therein or resngsin order to make the statements therein,
in light of the circumstances under which they waiae, not misleading. Parent and Merger Sub akk tall commercially reasonable effc
to supply information necessary for the Proxy Steiet as promptly as practicable.

Section 4.4 Financing. Section 4.4 of the Parent Disclosure Lettes &mth true, accurate and complete copies, aseoflate hereof,
of (i) the executed equity commitment letter toypde equity financing to Parent (th&¢uity Commitment Lette) and (ii) executed debt
commitment letters and related term sheets (thdt'Bemmitment Letters" and together with the Eq@tymmitment Letter, the Financing
Commitment$) pursuant to which, and subject to the terms@itions thereof, certain lenders have committegrovide Parent or the
Surviving Corporation with funds (which may include to $2,100,000,000 in bridge financing (thgrldge Financing') to be utilized in the
event the placement of high yield securities imparable amount (theHigh Yield Financind') is not consummated) in the amounts
described therein, the proceeds of which shalldeel io consummate the Merger and the other traosaatontemplated hereby (th®g&bt
Financing" and, together with the equity financing refertedn clause (i), the Financing"). As of the date hereof, each of the Financing
Commitments, in the form so delivered, is a legalid and binding obligation of Parent or Mergeb&und, to the Knowledge of Parent, of
other parties thereto. As of the date hereof, tharicing Commitments are in full force and effend dave not been withdrawn or terminated
(and no party thereto has indicated an intent twiftdraw or terminate) or otherwise amended or ifiextiin any respect and neither Parent
nor Merger Sub is in breach of any of the termsamditions set forth therein and, subject to theueacy of the representations and warrar
of the Company set forth in Article 1ll, no evergtshoccurred which, with or without notice, lapseimfe or both, could reasonably be
expected to constitute a breach or failure to fjatisondition precedent set forth therein or aad#fthereunder. As of the date hereof, subject
to the accuracy of the representations and waesofithe Company set forth in Article Ill, neitHesrent nor Merger Sub has any reason to
believe that it will be unable to satisfy on a tlynkasis any term or condition contemplated toddésBed by it contained in the Financing
Commitments. The proceeds from the Financing wheddd in accordance with the Financing Commitmargssufficient for the satisfacti
of all of Parent's and Merger Sub's obligationsauritlis Agreement, including the payment of the d¢erConsideration and the consideration
in respect of the Company Stock Options, RSUs, Gom@Restricted Shares and Deferred Equity UniteuSection 2.3 and to pay all
related fees and expenses. As of the date herahPor Merger Sub has fully paid any and all citment fees or other fees on the dates
and to the extent required by the Financing Comitis. The Financing Commitments contain all ofabeditions precedent to the
obligations of the parties thereunder to make thark€ing available to Parent. Notwithstanding aimghn this Agreement to the contrary, -
Debt Commitment Letters may be superseded at thienopf Parent or Merger Sub after the date of &gseement but prior to the Effective
Time by the New Financing Commitments in accordasitie Section 5.9. In such event, the term "Finaga@Commitment” as used herein
shall be deemed to include the New Financing Comerits to the extent then in effect.

Section 4.5 Ownership and Operations of Merger SubAs of the date of this Agreement, the authatizapital stock of Merger Sub
consists of 1,000 shares of common stock, par \&0U&l per share, all of which are validly issued autstanding. All of the issued and
outstanding capital stock of Merger Sub is, antthatEffective Time will be, owned by Parent or gedt or indirect wholly owned Subsidiary
of Parent. Neither Parent nor Merger Sub has cdaaduany business other than incident to its foroma#ind in relation to this Agreement, the
Merger and the other transactions contemplatedkexed the financing of such transactions.
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Section 4.6 Finders or Brokers. Neither Parent nor any of its Subsidiariesdvagaged any investment banker, broker or finder in
connection with the transactions contemplated yAlgreement who, if the Merger is not consummaneight be entitled to any fee or any
commission from the Company.

Section 4.7 Certain Arrangements. There are no Contracts between Parent, MengeioSthe Guarantor, on the one hand, and any
member of the Company's management or directortyenther hand, as of the date hereof that reladay way to the Company or the
transactions contemplated by this Agreement. Roitine Board of Directors of the Company approwing Agreement, the Merger and the
other transactions contemplated thereby for puipo$éne applicable provisions of the Tennesseéng@es Combination Act, neither Parent
nor Merger Sub, alone or together with any othes@e, was at any time, or became, an "interestarehblder" thereunder or has taken any
action that would cause any anti-takeover statnteeuthe Tennessee Business Combination Act tgplécable to this Agreement, the
Merger, or any transactions contemplated by thissAment.

Section 4.8 Investigations; Litigation. As of the date hereof, there are no suitspdaactions, proceedings, arbitrations, mediations
or investigations pending or, to the Knowledge afdpt, threatened against Parent or any of itsi§iabies that would, individually or in the
aggregate, have a Parent Material Adverse EffecbfAhe date hereof, neither Parent nor any @utssidiaries nor any of their respective
properties is or are subject to any order, wridgjment, injunction, decree or award that wouldjvitdially or in the aggregate, have a Parent
Material Adverse Effect.

Section 4.9 Guarantee. Concurrently with the execution of this Agreemehe Guarantor has delivered to the Company the
Guarantee, dated as of the date hereof, in favtireo€ompany, in the form set forth in Section@f.¢he Parent Disclosure Letter. The
Guarantee is in full force and effect.

Section 4.10 Solvency. As of the Effective Time, assuming (a) satistatof the conditions to Parent's obligation tog@mmate the
Merger as set forth herein, or the waiver of sumhditions, and (b) the accuracy of the represamtatand warranties of the Company set 1
in Article IV hereof (for such purposes, such reygrgations and warranties shall be true and comexdt material respects without giving
effect to any knowledge, materiality or "Companytbtéal Adverse Effect" qualification or excepticemd (c) any estimates, projections or
forecasts of the Company and its Subsidiaries baea prepared in good faith based upon reasonsslenptions, immediately after giving
effect to all of the transactions contemplatedhiy Agreement, including, without limitation, thénBncing, any alternative financing and the
payment of the aggregate Merger Consideration laaddnsideration in respect of the Company Stodio@g, the RSUs, the Company
Restricted Shares and the Deferred Equity UniteuBection 2.3 and any other repayment or refimgnef debt that may be contemplated in
the Financing Commitments, and payment of all eeldees and expenses, the Surviving Corporatidrb@iSolvent. For purposes of this
Section 4.11, the term "Solvent" with respect ® Surviving Corporation means that, as of any datketermination, (a) the amount of the
fair saleable value of the assets of the Survi@ogporation and its Subsidiaries, taken as a whlegeds, as of such date, the sum of (i) the
value of all liabilities of the Surviving Corporati and its Subsidiaries, taken as a whole, inctudomtingent and other liabilities, as of such
date, as such quoted terms are generally deterrmrasgtordance with the applicable federal Lawsegowng determinations of the solvency
of debtors, and (ii) the amount that will be reqdito pay the probable liabilities of the Survividgrporation and its Subsidiaries, taken as a
whole on its existing debts (including contingeabilities) as such debts become absolute and mdit(n) the Surviving Corporation will not
have, as of such date, an unreasonably small anodgapital for the operation of the business inaltit is engaged or proposed to be
engaged by Parent following such date; and (cBimiving Corporation will be able to pay its liities, including contingent and other
liabilities, as they mature.
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Section 4.11 No Other Information. Parent and Merger Sub acknowledge that the @agnmakes no representations or warranties
as to any matter whatsoever except as expressigriein Article 11l. The representations and warties set forth in Article Il are made
solely by the Company, and no Representative o€tmapany shall have any responsibility or liabiligfated thereto.

Section 4.12 Access to Information; Disclaimer. Parent and Merger Sub each acknowledges aréagrat it (a) has had an
opportunity to discuss the business of the Compantyits Subsidiaries with the management of the gzoy, (b) has had reasonable acce
() the books and records of the Company and itssiiaries and (ii) the electronic dataroom maimgdi by the Company through Merrill
Corporation for purposes of the transactions coptatad by this Agreement, (c) has been affordedpportunity to ask questions of and
receive answers from officers of the Company andé&s conducted its own independent investigatidheCompany and its Subsidiaries,
their respective businesses and the transactiorieroplated hereby, and has not relied on any reptaton, warranty or other statement by
any Person on behalf of the Company or any ofutssiliaries, other than the representations andawies of the Company expressly
contained in Article 11l of this Agreement and ttadt other representations and warranties are Spalty disclaimed.

ARTICLE V

COVENANTS AND AGREEMENTS
Section 5.1 Conduct of Business.

(a) From and after the date hereof amat po the earlier of the Effective Time and theéejaf any, on which this Agreement is
terminated pursuant to Section 7.1 (tHeetmination Date’), and except (i) as may be otherwise requiredfiglicable Law, (ii) with the
prior written consent of Parent (not to be unreabbnwithheld or delayed), (iii) as expressly canpdated or required by this Agreement or
(iv) as disclosed in Section 5.1 of the Companysure Letter, the Company shall, and shall caash of its Subsidiaries to, (1) conduc
business in all material respects in the ordinayrse consistent with past practices, and (2) asentercially reasonable efforts to maintain
and preserve intact its business organization asthbss relationships, preserve its assets, ragittproperties in good repair and condition
and to retain the services of its key officers kay employees in each case, in all material respect

(b) Without limiting the foregoing, theo@pany agrees with Parent that between the dadehand the earlier of the Effective Time
and the Termination Date, except as set forth oti@e5.1(b) of the Company Disclosure Letter opHwerwise expressly contemplated or
expressly required by this Agreement, the Compé&iayl sot, and shall not permit any of its Subsidigito, without the prior written consent
of Parent:

(i) adjust, split, combine, reclassifgdeem, repurchase or otherwise acquire any capitek or other equity interests or Rights
or otherwise amend the terms of its capital staostler equity interests or Rights;

(i) make, declare or pay any dividendirake any other distribution on, or directly odirectly redeem, purchase or otherwise
acquire or encumber, any shares of its capitakstoother equity interests or any securities digaltions convertible (whether
currently convertible or convertible only after th@ssage of time or the occurrence of certain syémtb or exchangeable for any
shares of its capital stock or other equity intesesxcept in connection with cashless exercisesnuitar transactions pursuant to the
exercise of stock options or settlement of othearale or obligations outstanding as of the datedi€oe permitted hereunder to be
granted after the date heregfjpvidedthat the Company may continue to pay its quartesish dividends in the ordinary course of its
business consistent with past practices (but isvemt in an amount
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in excess of $0.05 per quarter) with record datesistent with the record dates for comparabletgugrperiods of 2006, and
provided furthetthat no quarterly dividend will be declared witlspect to the quarter in which the Effective Timews unless the
Effective Time is after the record date for suclhnter; this Section 5.1(b)(ii) shall not apply dignds or distributions paid in cash by
Subsidiaries to the Company or to other wholly-otv&eibsidiaries in the ordinary course of businessistent with past practice;

(iii) grant any person any right to acguany shares of its capital stock or other equitgrests;

(iv) issue or sell any additional sharésapital stock or other equity interests, any siies convertible into, or any rights,
warrants or options to acquire, any such sharesyifal stock or other equity interests, excepspant to the exercise of stock options
or settlement of other awards outstanding as ofl#fte hereof (or permitted hereunder to be graafted the date hereof) and in
accordance with the terms of such instruments oe@usired under any Company Benefit Plan;

(v) purchase, sell, lease, license, feapmortgage, abandon, encumber or otherwise sutgje Lien or otherwise dispose of, in
whole or in part, any properties, rights or askatgng a value in excess of $10,000,000 individuat!$25,000,000 in the aggregate
(other than (x) sales of inventory or (y) commogdjurchase, sale or hedging agreements which cteripeated on 90 days or less
notice without penalty, in each case in the ordir@murse of business consistent with past practice)

(vi) make any capital expenditures (othaudtzation or commitment with respect thereto) imanner reasonably expected to
cause expenditures (x) for the Company's fiscal gaded January 31, 2008 to exceed $200 millidkingginto account reasonably
anticipated expenditures for the balance of the geavell as expenditures already committed to aderor (y) for any month to
exceed $35 million;

(vii) except (i) as set forth in Sectiod @)(vii) of the Company Disclosure Letter, (ii)dimary course loans pursuant to the
Company 401(k) Savings & Retirement Plan and adesfar business expenses pursuant to Company Be&hefis, and (iii) for
borrowings under the Company's existing credit sgxlritization facilities in the ordinary coursebofsiness and consistent with past
practice, incur, create, assume or otherwise bediafle for, or repay or prepay, any indebtednesdbrrowed money (including the
issuance of any debt security), any capital leddigations, any guarantee of any such indebtedoedsbt securities of any other
Person, or any "keep well" or other agreement tmtaiam any financial statement condition of anotRerson (such obligations
collectively, "Indebtedness"), or amend, modifyrefinance any existing Indebtedness, in each caaa amount in excess of
$10,000,000 in any transaction or series of relaatsactions, or in excess of $25,000,000 in tlygenate;

(viii) make any investment in excess 0® $D0,000 individually or $25,000,000 in the agaiteg whether by purchase of stoc
securities, contributions to capital, loans to,gandy transfers, or entering into binding agreemevith respect to any such investment
or acquisition;

(ix) make any acquisition of another Parepbusiness in excess of $10,000,000 individuall$25,000,000 in the aggregate,
whether by merger, purchase of stock or securiti@stributions to capital, loans to, property tfens, or entering into binding
agreements with respect to any such investmentauisition (including any conditional or installmesale Contract or other retention
Contract relating to purchased property);

(x) except in the ordinary course of bask consistent with past practice and on termmaterially adverse to the Company
and its Subsidiaries, taken as a whole, enter istiew, extend, materially amend, fail to renewoceh or terminate any Material
Contract or Contract
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which if entered into prior to the date hereof wbhk a Material Contract, in each case, other #imgnContract relating to
Indebtedness that would not be prohibited undersedvii) of this Section 5.1(b);

(xi) except as set forth in Section 5.8B)of the Company Disclosure Letter, to the extemuired by Law (including
Section 409A of the Code) or by Contracts in exisgeas of the date hereof or by the Company BeRkfits, (A) increase the
compensation or benefits of any of its employeadependent contractors or directors, other thanatarial increases in base salary in
the ordinary course of business consistent with p@stice, (B) amend or adopt any compensatidreaefit plan including any
pension, retirement, profit-sharing, bonus or o#raployee benefit or welfare benefit plan (othamntlany such adoption or
amendment that does not materially increase thietedlse Company or any of its Subsidiaries of rtairing the applicable
compensation or benefit plan) with or for the béradfits employees, independent contractors aealars, or (C) accelerate the ves
of, or the lapsing of restrictions with respectdny stock options or other stock-based compensatio

(xii) (A) compromise, settle or agree tttlseany suit, action, claim, proceeding or invgation (including any suit, action, claim,
proceeding or investigation relating to this Agrestnor the transactions contemplated hereby), msett to the same, other than
compromises, settlements or agreements in theamdoourse of business consistent with past prttiat involve only the payment
of monetary damages (x) not in excess of $5,000i@di0idually or $10,000,000 in the aggregate grwjth respect to settlements of
any workers' compensation claims, consistent vhighreserves reflected in the Company's balance ahB®vember 3, 2006, in any
case without the imposition of material equitalakef on, or the admission of wrongdoing by, the@any or any of its Subsidiaries
or (B) waive any claims or rights of substantiaiuea

(xiii) amend or waive any material prowisiof its Charter or its by-laws or other equivalerganizational documents or of the
Company Rights Agreement or, in the case of the 2o, enter into any agreement with any of itsehalders in their capacity as
such;

(xiv) enter into any "non-compete" or sianiagreement that would by its terms restrict th&resses of the Surviving
Corporation or its Subsidiaries or Affiliates folling the Effective Time;

(xv) enter into any new line of businesssale of its existing business;

(xvi) enter into any new lease or ameredtdrms of any existing lease of real property Whiould require payments over the
remaining term of such lease in excess of $10anil(excluding any renewal terms);

(xvii) adopt or enter into a plan of coetg or partial liquidation, dissolution, mergernsolidation, restructuring,
recapitalization or other reorganization of suctiterfother than among wholly owned Subsidiaries);

(xviii) implement or adopt any materiakeiye in its financial accounting principles, prees or methods, other than as required
by GAAP, applicable Law or regulatory guidelines;

(xix) change any method of Tax accounterger into any closing agreement with respectatenmnal Taxes, settle or comprom
any material liability for Taxes, make, revoke bange any material Tax election, agree to any adprst of any material Tax
attribute, file or surrender any claim for a maderefund of Taxes, execute or consent to any waigrtending the statutory period of
limitations with respect to the collection or assaeent of material Taxes, file any material amenBadReturn or obtain any material
Tax ruling, in each case other than in the ordirtanyrse of business consistent with past praatice;
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(xx) agree to take, make any commitmenéke, or adopt any resolutions of its Board of Bioes in support of, any of the
actions prohibited by this Section 5.1(b).

(c) From and after the date hereof amat po the earlier of the Effective Time or the firénation Date, and except (i) as may be
otherwise required by applicable Law or (ii) asmgsly contemplated or permitted by this Agreemeeither party shall take any action
which is intended to or which would reasonably kpeeted to materially adversely affect or mateyiditlay the ability of such party from
obtaining any necessary approvals of any regulagency or other Governmental Entity required ffiertransactions contemplated hereby,
performing its covenants and agreements undeAtisement or consummating the transactions conteegbhereby or otherwise materially
delay or prohibit consummation of the Merger oresttiansactions contemplated hereby.

Section 5.2 No Solicitation.

(a) Subject to Section 5.2(c), the Conypagrees that neither it nor any Subsidiary ofGoeenpany shall, and that it shall direct its and
their respective officers, directors, employeegrg and representatives, including any investinanker, attorney or accountant retained by
it or any of its Subsidiaries Representative§ not to, directly or indirectly, (i) initiate, $ioit, knowingly encourage (including by providing
information) or knowingly facilitate any inquiriegroposals or offers with respect to, or the makingompletion of, an Alternative Proposal
or any inquiry, proposal or offer that is reasogdidely to lead to an Alternative Proposal, (ilgage, continue or participate in any
negotiations concerning, or provide or cause tprogided any information or data relating to ther@any or any of its Subsidiaries in
connection with, or have any discussions (othen thastate that they are not permitted to haveudisions) with any person relating to, or that
is reasonably likely to lead to, an actual or psmzbAlternative Proposal, or otherwise knowinglgamage or knowingly facilitate any effort
or attempt to make or implement an Alternative Begp, including exempting any Person (other thaeand Merger Sub and their
Affiliates) from the Company Rights Agreement,)(approve, endorse or recommend, or propose pulitichpprove, endorse or recommend,
any Alternative Proposal, (iv) approve, endorseesbmmend, or propose to approve, endorse or reeomhor execute or enter into, any
letter of intent, agreement in principle, mergereggnent, acquisition agreement, option agreemeoithe@r similar agreement relating to any
Alternative Proposal, or (v) resolve to proposagree to do any of the foregoirgpvided, howeveit is understood and agreed that any
determination or action by the Board of Directof$she Company permitted under Section 5.2(c) ordgdSection 7.1(c)(ii), shall not, in and
of itself, be deemed to be a breach or violatiothisf Section 5.2(a).

(b) The Company shall, shall cause eéddts Gubsidiaries to, and shall direct each oRi&presentatives to, immediately cease any
solicitations, discussions or negotiations with &&yson (other than the parties hereto) that hae maindicated an intention to make an
Alternative Proposal, in each case that exist deeflate hereof, and shall request the promptrretudestruction of all confidential
information previously furnished in connection theith.

(c) Notwithstanding anything to the camyrin Section 5.2(a) or (b), at any time priothe Company Shareholder Approval, the
Company may, in response to an unsolicited boreMidtten Alternative Proposal received after tagechereof which did not result from or
arise in connection with a breach of Section 5@ahich the Board of Directors of the Company deifaes, in good faith, (x) after
consultation with its outside counsel and finanai@Visors, constitutes or is reasonably expectéehithto a Superior Proposal and (y) after
consultation with its outside counsel, failuredkd such action would be inconsistent with its didty duties under the TBCA, (i) furnish
non-public information with respect to the Compamg its Subsidiaries to the person making suchridtiere Proposal and its
Representatives pursuant to a customary confidéptagreement containing terms substantially shmib, and no less favorable to the
Company than, those set forth in the Confidenyigdigreement, and (ii) participate in discussiongegotiations with such person and its
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Representatives regarding such Alternative Proppsavided, howevethat the Company shall provide or make availableacent any non-
public information concerning the Company or anyt®Subsidiaries that is provided to the persokintasuch Alternative Proposal or its
Representatives which was not previously providechade available to Parent prior to or concurrewit providing such information to
such other Person.

(d) Except as set forth in Section 7.(ijodr this Section 5.2(d), neither the Board afdators of the Company nor any committee
thereof shall (i) withdraw or modify in a mannewvadse to Parent or Merger Sub, or publicly progosegithdraw or modify in a manner
adverse to Parent or Merger Sub, the Recommenddiijoapprove or recommend any letter of integtie@ment in principle, acquisition
agreement, option agreement or similar agreemenstitating or relating to, or that is intended ®dr would reasonably be likely to result
any Alternative Proposal or (iii) approve or recoemd, or publicly propose to approve, endorse amemend, any Alternative Proposal.
Notwithstanding the foregoing, but subject to Sath.2(b), if, prior to receipt of the Company SHalder Approval, the Board of Directc
of the Company determines in good faith, after atiation with outside counsel and its financial isdv, that (A) (x) an unsolicited bona fide
written Alternative Proposal received by the Compeaonstitutes a Superior Proposal (after complyiit), and giving effect to any propos
adjustments offered by Parent pursuant to, Sectibft)(ii)) and (y) the failure to so withdraw owodify its Recommendation would be
inconsistent with the Board of Directors of the Qamy's exercise of its fiduciary duties of the Campunder the TBCA or (B) in the
absence of an Alternative Proposal, the failurake such action would be inconsistent with therBad Directors of the Company's exercise
of its fiduciary duties under the TBCA, the Boafddirectors of the Company or any committee theraal/ withdraw, or modify or qualify
its Recommendation (aChange of Recommendatitn

(e) The Company promptly (and in any eweithin 24 hours) shall advise Parent orally amdvriting of (i) any inquiries, proposals or
offers regarding any Alternative Proposal, (ii) aeguest for information relating to the CompanyteiSubsidiaries, other than requests for
information not reasonably expected to be relatddan to an Alternative Proposal, and (iii) anguiry or request for discussion or
negotiation regarding or that would reasonablyygeeted to result in an Alternative Proposal, idolg in each case the identity of the pe
making any such Alternative Proposal or indicatorinquiry or offer or request and the materiahierand conditions of any such Alternative
Proposal or indication or inquiry or offer. The Cammy shall keep Parent reasonably informed onsonedly current basis of the status
(including any material changes to the terms thgi@fcany such discussions or negotiations regardimy such Alternative Proposal or
indication or inquiry or offer or any material démements relating thereto (the Company agreeingitishall not, and shall cause its
Subsidiaries not to, enter into any confidentiadigreement with any person subsequent to the fitiesdAgreement which prohibits the
Company from providing such information to Parefit}e Company agrees that neither it nor any dditissidiaries shall terminate, waive,
amend, release or modify any provision of any @gsstandstill or confidentiality or similar agreent to which it or one of its Affiliates or
Representatives is a party and that the Companytafdbsidiaries shall enforce the provisionsrof such agreement, except to the extent,
after consultation with outside counsel, the BazfrBirectors of the Company determines that thiifaito take such action would be
inconsistent with its fiduciary duties under apabte Law.

() Nothing contained in this Agreemshall prohibit the Company or its Board of Diresténrom (i) disclosing to its shareholders a
position contemplated by Rules 14d-9 and 14e-2@nplgated under the Exchange Act or (ii) making sequired disclosure to the
Company's shareholders if, in the good faith judgnoé such Board of Directors, after consultatiaithvits outside counsel, it is required to
do so under applicable Lapwrovided, however, that in no event shall this Section 5.2(f) afféne obligations of the Company specified in
Sections 5.2(d) or (e); anmtovided, further thatany such disclosure (other than a "stop, look &tér" communication or
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similar communication of the type contemplated legtibn 14d-9(f) under the Exchange Act) shall bended to be a Change of
Recommendation unless the Board of Directors ofbmpany expressly publicly reaffirms its Recomnsadiwh at least two Business Days
prior to the Company Meeting.

(g) As used in this Agreemen#lternative Proposal shall mean any inquiry, proposal or offer fronyaerson or group of Persons
other than Parent or one of its Subsidiaries redetb, in a single transaction or series of reltadsactions, (i) a merger, reorganization,
consolidation, share exchange, business combinatoapitalization, liquidation, dissolution or sian transaction involving a direct or
indirect acquisition of the Company (or any Sulesigior Subsidiaries of the Company whose businesstitutes 20% or more of the net
revenues, net income or assets (based on fair maake2) of the Company and its Subsidiaries, tad®a whole) or (ii) the acquisition
(including by way of tender or self-tender or exofpa offer) in any manner, directly or indirectly,aver 20% of (x) the Company Common
Stock or (y) any class of equity securities or ahidated total assets (based on fair market vatid)e Company and its Subsidiaries, in each
case other than the Merger.

(h) As used in this Agreemen&Uperior Proposal shall mean any bona fide written Alternative Rysgl (i) on terms which the Boa
of Directors of the Company determines in goothfadfter consultation with the Company's outsidmleounsel and financial advisors, to be
more favorable from a financial point of view tetholders of Company Common Stock than the Metgking into account all the terms a
conditions of such proposal (including any regutai@spects), and this Agreement (including any gkarto the terms of this Agreement
proposed by Parent in good faith to the Compamg$ponse to such proposal or otherwise) and @t)tthe Board of Directors believes is
reasonably capable of being completed in accordaitbets terms, taking into account all financiegulatory, legal and other aspects of ¢
proposalprovidedthat for purposes of the definition of "Superioppwsal”, the references to "20%" in the definitadrAlternative Proposal
shall be deemed to be references to "50%."

Section 5.3 Filings; Other Actions.

(&) As promptly as reasonably practicdblewing the date of this Agreement, the Compahsll prepare and file with the SEC the
Proxy Statement (but in any event within 20 Busini2ays after the date hereof), and Parent and ehep@ny shall cooperate with each other
in connection with the preparation of the Proxyt&taent. The Company will use its reasonable bésitefto have the Proxy Statement
cleared by the staff of the SEC as promptly asomasly practicable after such filing. The Comparnly use its reasonable best efforts to
cause the Proxy Statement to be mailed to the Coygoahareholders as promptly as reasonably padtti@after the Proxy Statement is
cleared by the staff of the SEC. The Company stsafiromptly as reasonably practicable notify Paséttie receipt of any oral or written
comments from the staff of the SEC relating toRhexy Statement. The Company shall cooperate amdda Parent with a reasonable
opportunity to review and comment on, (i) the dadfthe Proxy Statement (including each amendmestipplement thereto) and (i) all
written responses to requests for additional infiom by and replies to written comments of thé& stbthe SEC, prior to filing of the Proxy
Statement with or sending such to the SEC, an€tmpany will provide to Parent copies of all suidindgs made and correspondence with
the SEC or its staff with respect thereto. If at ime prior to the Effective Time, any informatishould be discovered by any party hereto
which should be set forth in an amendment or supetd to the Proxy Statement so that the Proxy &té would not include any
misstatement of a material fact or omit to state raaterial fact required to be stated therein aessary to make the statements therein, il
light of the circumstances under which they wer@eaot misleading, the party which discovers safdrmation shall promptly notify the
other parties hereto and, to the extent requireddpjicable Law, an appropriate amendment or sapghe describing such information shall
be promptly filed by the Company with the SEC aisgbeminated by the Company to the shareholdetseo€ompany.
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(b) The Company shall (i) take all actimtessary in accordance with the TBCA and the Gomharter and the by-laws of the
Company (the By-laws") to duly call, give notice of, convene and holthaeting of its shareholders as promptly as reddpmaacticable
following the clearance of the Proxy Statementh®y $SEC for the purpose of obtaining the Companyedtmdder Approval (such meeting or
any adjournment or postponement thereof, tGethpany Meeting), and (ii) subject to the Board of Directors b&étCompany's withdrawal
modification of its Recommendation in accordancthéection 5.2(d), use reasonable best effortslicitsfrom its shareholders proxies in
favor of the adoption and approval of this Agreetndre Merger and the other transactions conterglaereby and include its
Recommendation in the Proxy Statement. Notwithstandnything in this Agreement to the contrary,asslthis Agreement is terminated in
accordance with Section 7.1 and subject to compdianith Section 7.2, the Company, regardless oftére¢he Board of Directors has
approved, endorsed or recommended an Alternatimed3al or has withdrawn, modified or amended theoRenendation, but in compliance
with the TBCA, will submit this Agreement for adagt by the shareholders of the Company at the Compeeeting.

Section 5.4 Employee Matters.

(@) For a period of two (2) years follogithe Effective Time, Parent shall provide, orllst&use to be provided, to each current
employee of the Company and its SubsidiarieSqfhpany Employeé} annual base salary and base wages, cash ineatimpensation
opportunities (excluding equityased compensation) and benefits, in each casarthao less favorable than such annual baseysaidrbas
wages, cash incentive compensation opportunitiedu(@ing equity-based compensation) and benefidsiged to the Company Employees
immediately prior to the Effective Time. Notwithatiing any other provision of this Agreement to ¢oatrary, (i) Parent shall or shall cause
the Surviving Corporation to provide Company Empley whose employment terminates during the two{yedod following the Effective
Time with severance benefits at the levels andyauntsto the terms of the Company's severance glam&nded substantially in the form set
forth on Section 5.4(a) of the Company Disclosuegtdr and (ii) during such twgear period following the Effective Time, severahenefits
offered to Company Employees thereunder shall bermiéned without taking into account any reductidier the Effective Time in base
salary or base wages paid to Company Employeetasiind) into account the service crediting provisiset forth in Section 5.4(b) below.

(b) For all purposes (including purposesesting, eligibility to participate and level b&nefits) under the employee benefit plans of
Parent and its Subsidiaries providing benefitsnyp @ompany Employees after the Effective Time (idahg the Company Benefits Plans)
(the "New Plans'’), each Company Employee shall be credited wighoniher years of service with the Company an8utssidiaries and the
respective predecessors before the Effective Tiohe same extent as such Company Employee wigle@ribefore the Effective Time, to
credit for such service under any similar Compampleyee benefit plan in which such Company Emplqgyasticipated or was eligible to
participate immediately prior to the Effective Tinpeovidedthat the foregoing shall not apply with respedbémefit accrual under any final
average pay defined benefit pension plan or tegtent that its application would result in a dogtion of benefits with respect to the same
period of service. In addition, and without limgithe generality of the foregoing, to the extegaley permissible, (i) each Company
Employee shall be immediately eligible to partitgavithout any waiting time, in any and all Neva®$ to the extent coverage under such
New Plan is replacing comparable coverage undeympany Benefit Plan in which such Company Emplqyeicipated immediately befo
the Effective Time (such plans, collectively, th®Id Plans"), and (ii) for purposes of each New Plan provigdinedical, dental,
pharmaceutical and/or vision benefits to any Comamployee, Parent shall cause all pre-existinglitmm exclusions and actively-at-work
requirements of such New Plan to be waived for @mployee and his or her covered dependents, usikessconditions would not have bt
waived under the comparable Old Plans of the Compaits Subsidiaries in which such employee padited immediately prior to the
Effective Time and Parent shall cause any eligidigenses
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incurred by such employee and his or her covergémidents during the portion of the plan year of@a: Plan ending on the date such

employee's participation in the corresponding Néan Begins to be taken into account under such Rlew for purposes of satisfying all
deductible, coinsurance and maximum out-of-pockgtiirements applicable to such employee and Higocovered dependents for the
applicable plan year as if such amounts had beiehipaccordance with such New Plan.

(c) From and after the Effective Timerdta shall cause the Surviving Corporation an&ibsidiaries to honor all obligations under
Company Benefit Plans and compensation and sevesanangements and agreements in accordance witltehms as in effect immediately
before the Effective Time.

(d) The provisions of this Section 5.4 aolely for the benefit of the parties to this égment, and no current or former employee o
other individual associate therewith shall be rdgdrfor any purpose as a third party beneficiarthefAgreement and nothing herein shall be
construed as an amendment to any Company BenafitfBt any purpose.

Section 5.5 Reasonable Best Efforts.

(a) Subject to the terms and conditia@idarth in this Agreement, each of the partieeteshall use its reasonable best efforts to take,
or to cause to be taken, all actions, to file,ause to be filed, all documents and to do, or tsedo be done, and to assist and to cooperate
with the other parties in doing, all things necegsproper or advisable to consummate and maketafeethe Merger and the other
transactions contemplated hereby, including usiageonable best efforts to accomplish the follow{i)ghe obtaining of all necessary actions
or nonactions, waivers, consents, clearances, agisrand expirations or terminations of waitingipés, including the Company Approvals
and the Parent Approvals, from Governmental Estitied the making of all necessary registrationsfiings and the taking of all steps as
may be necessary to obtain an approval, clearaneegiver from, or to avoid an action or proceediygany Governmental Entity, (ii) the
obtaining of all necessary consents, approvalsaivevs from, or participation in other discussionsiegotiations with, third parties and
cooperating with the other party to obtain any ems or waivers reasonably requested by such p#réy in connection with the
consummation of the Merger and the other transasttontemplated hereby, (iii) the defending of Ewsuits or other legal proceedings,
whether judicial or administrative, challengingstiligreement or the consummation of the Merger badther transactions contemplated
hereby and (iv) the execution and delivery of adgitional instruments reasonably necessary to consate the transactions contemplated
hereby;provided, howevethat in no event shall the Company or any of itestdiaries be required to pay prior to the Effeefiime any fee,
penalties or other consideration to any third pttgbtain any consent or approval required fordtvesummation of the Merger under any
Contract and neither the Company nor any of itssilidries shall commit to the payment of any femnaity or other consideration in
connection with obtaining any consent without thiempwritten consent of Parent.

(b) Subject to the terms and conditioagein provided and without limiting the foregoirige Company and Parent shall (i) promptly,
but in no event later than ten (10) Business Dégs the date hereof, file any and all Notificatiand Report Forms required under the HSR
Act with respect to the Merger and the other tratisas contemplated hereby, and use reasonabletiedts to cause the expiration or
termination of any applicable waiting periods unther HSR Act, (ii) use reasonable best effortsomperate with each other in
(x) determining whether any filings are requiredmade with, or consents, permits, authorizatimasvers, clearances, approvals, and
expirations or terminations of waiting periods erquired to be obtained from, any third partiesthier Governmental Entities in connection
with the execution and delivery of this Agreememd ghe consummation of the transactions contengplageeby and (y) timely making all
such filings and timely obtaining all such conseptymits, authorizations or approvals, (iii) sypf any Governmental Entity as promptly
reasonably practicable any additional informatiod@cumentary
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material that may be requested pursuant to any IR@gy Law or by such Governmental Entity, and (¢ reasonable best efforts to take, or
cause to be taken, all other actions and do, ®wectube done, all other things necessary, prapadasable to consummate and make
effective the Merger, the Financing and the othemgactions contemplated hereby, including usirsg &forts to (A) take all such further
action as may be necessary to resolve such ohjsciifoany, as the United States Federal Trade Gesiom, the Antitrust Division of the
United States Department of Justice, state antimf®rcement authorities or competition authositié any other nation or other jurisdiction
or any other person may assert under any Regulaamywith respect to the Merger and the other &atisns contemplated hereby, and

(B) avoid or eliminate each and every impedimertaurany Law that may be asserted by any GoverniEntiy with respect to the Merger
so as to enable the Closing to occur no later tharend Date, including, without limitation (x) prasing, negotiating, committing to and
effecting, by consent decree, hold separate ondetherwise, the sale, divestiture or dispositibamy assets or businesses of Parent or its
Subsidiaries or Affiliates or of the Company orStsbsidiaries and (y) otherwise taking or committio take any actions that after the Clo:
would limit the freedom of Parent or its Subsidéati(including the Surviving Corporation's) or Aifftes’ freedom of action with respect to, or
its ability to retain, one or more of its or itstiSidiaries' (including the Surviving Corporatiorig)Affiliates' businesses, product lines or
assets, in each case as may be required in ordeoid the entry of, or to effect the dissolutidhany injunction, temporary restraining order
or other order in any suit or proceeding which vdooiherwise have the effect of preventing the @igsir delaying the Closing beyond the
End Dateprovidedthat, neither the Company nor any of its Subsidgshall, nor shall Parent or any of its Subsidgar Affiliates be
obligated to, become subject to, or consent oreatgr@r otherwise take any action with respecaiy, requirement, condition, understanding,
agreement or order of a Governmental Entity tg selhold separate or otherwise dispose of, optalact, restrict, operate, invest or
otherwise change the assets or business of the @ongy any of its Subsidiaries or Parent or angsobubsidiaries or Affiliates, as the case
may be, unless such requirement, condition, unaledstg, agreement or order is binding on the ComparfParent, its Subsidiaries or
Affiliates, respectively, only in the event thaet@losing occurs.

(c) Subject to applicable legal limitatsoand the instructions of any Governmental Entiitg, Company and Parent shall keep each
reasonably apprised of the status of matters nglati the completion of the Merger and the othemgactions contemplated by this
Agreement, including promptly furnishing the otiéth copies of notices or other written communicas received by the Company or
Parent, as the case may be, or any of their ragpetibsidiaries or Affiliates, from any third pagnd/or any Governmental Entity with
respect to such Merger or transactions. The CompadyParent shall permit counsel for the otherypaa@sonable opportunity to review in
advance, and consider in good faith the views efater party in connection with, any proposedtemiitommunication to any Governmental
Entity. To the extent practicable under the circtamses, each of the Company and Parent agrees paitticipate in any substantive meeting
or discussion, either in person or by telephon#) amy Governmental Entity in connection with thegmsed transactions unless it consults
with the other party in advance and, to the extentprohibited by such Governmental Entity, gives dther party the opportunity to attend
and participate.

(d) In furtherance and not in limitatiohthe covenants of the parties contained in teigtiSn 5.5, if any administrative or judicial
action or proceeding, including any proceeding lpyigate party, is instituted (or threatened tarsituted) challenging the Merger or any
other transaction contemplated by this Agreemenidative of any Regulatory Law, each of the Compand Parent shall cooperate in all
reasonable respects with each other and shaltsisespective reasonable best efforts to contebtesist any such action or proceeding ar
have vacated, lifted, reversed or overturned awcyede judgment, injunction or other order, whetieenporary, preliminary or permanent, that
is in effect and that prohibits, prevents or ressrconsummation of the Merger or any other tratimacontemplated hereby.
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(e) For purposes of this AgreemerRRefulatory Law means any and all state, federal and foreignt&sj rules, regulations, orders,
decrees, administrative and judicial doctrines atiéér Laws requiring notice to, filings with, orticonsent, clearance or approval of, any
Governmental Entity, or that otherwise may causerastriction, in connection with the Merger and thansactions contemplated thereby,
including (i) the Sherman Act of 1890, the Clayfamtitrust Act of 1914, the HSR Act, the Federal @@aCommission Act of 1914 and all
other Laws that are designed or intended to prohibstrict or regulate actions having the purpmseffect of monopolization or restraint of
trade or lessening competition through merger quisition, (ii) any Law governing the direct or inect ownership or control of any of the
operations or assets of the Company and its Swalpidior (jii) any Law with the purpose of protegtithe national security or the national
economy of any nation.

Section 5.6 Takeover Statute. If any "fair price,” "moratorium,” "businessrabination," "control share acquisition" or otherrfoof
anti-takeover statute or regulation shall beconmiegible to the Merger or the other transactiong@mplated by this Agreement after the
date of this Agreement, each of the Company andrfand the members of their respective Boardsirecidrs shall grant such approvals
and take such actions as are reasonably necesstrgtthe Merger and the other transactions capitged hereby may be consummated as
promptly as practicable on the terms contemplatgdih and otherwise act to eliminate or minimize ¢ffects of such statute or regulation
the Merger, and the other transactions contemplateeby.

Section 5.7 Public Announcements. The Company and Parent will consult with analvjite each other the reasonable opportunity to
review and comment upon any press release or pthsic statement or comment prior to the issuaricioh press release or other public
statement or comment relating to this Agreemerhetransactions contemplated herein and shalksog any such press release or other
public statement or comment prior to such condoltagéxcept as may be required by applicable Latyaobligations pursuant to any listing
agreement with any national securities exchangerPand the Company agree that the press releaseiacing the execution and deliven
this Agreement shall be a joint release of Paradtthe Company.

Section 5.8 Indemnification and Insurance.

(a) Parent and Merger Sub agree thaigdits to exculpation, indemnification and advaneatof expenses for acts or omissions
occurring at or prior to the Effective Time, whetlasserted or claimed prior to, at or after thes&ff/e Time, now existing in favor of the
current or former directors, officers or employeesthe case may be, of the Company or its Subigisias provided in their respective
certificates of incorporation or by-laws or otheganization documents or in any agreement as a@cefin the date hereof and which has
previously been made available to Parent shallisaithe Merger and shall continue in full force aftect to the extent provided in the
following sentence. Parent and the Surviving Caapon shall maintain in effect any and all excuigat indemnification and advancement of
expenses provisions of the Company's and any &ubsidiaries' articles of incorporation and bydaw similar organization documents in
effect immediately prior to the Effective Time arany indemnification agreements of the CompaniysdBubsidiaries with any of their
respective current or former directors, officergomployees in effect as of the date hereof andwhés previously been provided to Parent,
and shall not, for a period of six years from tlgechereof, amend, repeal or otherwise modify ach provisions in any manner that would
adversely affect the rights thereunder of any iitligls who at the Effective Time were current anfer directors, officers or employees of
the Company or any of its Subsidiaries and alltagb indemnification thereunder in respect of Aagion pending or asserted or any claim
made within such period shall continue until thepdisition of such Action or resolution of such wlai

(b) From and after the Effective Timeg Burviving Corporation shall, Parent shall cabgeSurviving Corporation to, and in the event
the coverage under the directors' and officersllita
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insurance policies referred to in Section 5.8(dpWwenas been fully paid by all applicable carrierss otherwise no longer available, Parent
shall, to the fullest extent permitted under aailie Law, indemnify and hold harmless (and advdnds in respect of each of the foregoi
each current and former director, officer or emplwf the Company or any of its Subsidiaries (etgfether with such person's heirs,
executors or administrators, ammtiemnified Party) against any costs or expenses (including adwaneasonable attorneys' fees and
expenses in advance of the final disposition of@aim, suit, proceeding or investigation to eacttemnified Party to the fullest extent
permitted by Law upon the receipt of any customarglertaking required by the Surviving Corporatigniigments, fines, losses, claims,
damages, liabilities and amounts paid in settlerimeabnnection with any actual or threatened claintion, suit, proceeding or investigation,
whether civil, criminal, administrative or investiye (an "Action"), arising out of, relating to or in connectiontiwvany action or omission
occurring or alleged to have occurred whether leeforat the Effective Time in connection with speiisons serving as an officer, director or
other fiduciary in any entity if such service washe request or for the benefit of the Company.

(c) For a period of six (6) years frore tffective Time, Parent shall either cause to btained in effect the current policies of
directors' and officers' liability insurance andutiary liability insurance maintained by the Comypand its Subsidiaries or cause to be
provided substitute policies or purchase or calseSurviving Corporation to purchase, a "tail pglién either case of at least the same
coverage and amounts containing terms and condittmat are not less advantageous in the aggrdgatestich policy with respect to matters
arising on or before the Effective Timgovided, howevethat after the Effective Time, Parent shall notdguired to pay with respect to
such insurance policies in respect of any one pgiar annual premiums in excess of 500% of thedlasual premium paid by the Company
prior to the date hereof (which annual amount tbenfany represents and warrants is set forth ondde®13(c) of the Company Disclosure
Letter) in respect of the coverage required tolitained pursuant hereto, but in such case shathpse as much coverage as reasonably
practicable for such amoungrovided, furtherthat if the Surviving Corporation purchases a 'ailicy” and the coverage thereunder costs
more than 500% of such last annual premium, thei@ng Corporation shall purchase the maximum anmatfitoverage that can be obtair
for 500% of such last annual premium. At the Conyfmaption, the Company may purchase, prior tcagffiective Time, a six-year prepaid
“tail policy" on terms and conditions (in both amband scope) providing substantially equivalemdfiés as the current policies of directors'
and officers' liability insurance and fiduciarybility insurance maintained by the Company an&itbsidiaries with respect to matters arising
on or before the Effective Time, covering withomtitation the transactions contemplated hereby.

(d) The rights of each Indemnified Pdrgyeunder shall be in addition to, and not in latidn of, any other rights such Indemnified
Party may have under the Company Charter, the ®g-t& other similar organization documents of tleen@any or any of its Subsidiaries or
the Surviving Corporation, any other indemnificatigreement or arrangement, the TBCA or other@ike.provisions of this Section 5.8
shall survive the consummation of the Merger amdyithstanding any other provision of this Agreeitiat may be to the contrary,
expressly are intended to benefit, and are enfotedsy, each of the Indemnified Parties.

A-31




(e) Inthe event Parent, the SurvivingpgDoation or any of their respective successomssigns (i) consolidates with or merges into
other Person and shall not be the continuing oriag corporation or entity in such consolidationmerger or (i) transfers all or
substantially all of its properties and assetstp@erson, then, and in either such case, propeigion shall be made so that the successors
and assigns of Parent or the Surviving Corporatigrthe case may be, shall assume all of the dibligaset forth in this Section 5.8. The
agreements and covenants contained herein shdlend¢emed to be exclusive of any other rightshiwhvany Indemnified Party is entitled,
whether pursuant to Law, contract or otherwise hiXf in this Agreement is intended to, shall bestared to or shall release, waive or im
any rights to directors' and officers' insuran@érok under any policy that is or has been in extstevith respect to the Company or any of its
Subsidiaries or their respective officers, direstand employees, it being understood and agreéththindemnification provided for in this
Section 5.8 is not prior to, or in substitution,fany such claims under any such policies.

Section 5.9 Financing.

(a) Parent shall use its reasonabledfésts to obtain the Financing on the terms analitmns described in the Financing
Commitments or terms that would not adversely inhflae ability of Parent or Merger Sub to timely sammate the transactions
contemplated hereby, including using its reasonkb efforts (i) to maintain in effect the FinarggiCommitments and to negotiate definit
agreements with respect thereto on the terms amdit@ns contained in the Financing Commitmentsafbier terms that would not adversely
impact the ability of Parent or Merger Sub to tiynebnsummate the transactions contemplated her@dyp satisfy all conditions applicable
to Parent in such definitive agreements and consatethe Financing at or prior to the Closing, (ii)comply with its obligations under the
Financing Commitments and (iv) to enforce its righhder the Financing Commitments. Parent shadl tiie Company prompt notice upon
becoming aware of any material breach by any pErtie Financing Commitments or any terminatiorthef Financing Commitments. Parent
shall keep the Company informed on a reasonablgntibasis and in reasonable detail of the stdtits efforts to arrange the Financing and
provide to the Company copies of all documentgedi¢o the Financing (other than any ancillary doents subject to confidentiality
agreements). In connection with its obligationsarrttiis Section 5.9, Parent shall be permittedrterad, modify or replace the Debt
Commitment Letters with new Debt Commitment Letighe "New Financing Commitmenty providedthat Parent shall not permit any
replacement of, or amendment or modification tertaele to, or any waiver of any material provisiomenedy under, the Debt Commitment
Letter if such replacement, amendment, modificatwsiver or remedy (1) reduces the aggregate amafuhe Debt Financing below that
amount required to consummate the Merger and tier tansactions contemplated hereby, (2) advessebnds or expands the conditions to
the drawdown of the Debt Financing in any respeat would make such conditions less likely to késBad by the End Date or that would
expand the possible circumstances under which soetiitions would not be satisfied by such datecés) reasonably be expected to delay
the Closing, or (4) is otherwise adverse to theraggts of the Company in any other material resp@éctprovided, furtherthat nothing in this
Section 5.9 shall be deemed to excuse, waive camg#iwith or modify any of the obligations set lfort the Confidentiality Agreement. In
the event that all conditions to the Financing Cammants (other than, in connection with the Debitaficing, the availability or funding of
any of the Equity Financing) have been satisfiedeRt shall, from and after the final day of therkéging Period and subject to the
satisfaction of the conditions set forth in Sec$i@nl and 6.3 hereof, use its reasonable besteftocause the lenders and other Persons
providing such Financing to fund the Financing lieggito consummate the Merger on the Closing Datthe event that Parent becomes
aware of any event or circumstance that makes peatent of any portion of the Financing unlikelyowcur in the manner or from the sout
contemplated in the Financing Commitments or gdiydiess likely as on the date of this Agreemerarét shall notify the Company and
shall use its reasonable best efforts to arrangeaamptly as practicable, but in no
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event later than one day prior to the Closing Daig, such portion from alternative debt financingrees on terms and conditions no less
favorable to Parent or Merger Sub and no more advierthe ability of Parent to consummate the &retiens contemplated by this Agreen
(in each case, as determined in the reasonablengiaigof Parent). In the event that on the final daghe Marketing Period (1) all or any
portion of the Debt Financing structured as Higkl¥iFinancing has not been consummated, (2) airgjoconditions contained in Article VI
shall have been satisfied or waived (other thasdtomnditions that by their nature will not be sf&d until the Closing) and (3) the Bridge
Financing (or alternative bridge financing obtaime@ccordance with the preceding sentence) idablaisubstantially on the terms and
conditions described in the Debt Commitment Let{ergeplacements thereof as contemplated by theeging sentence), then Merger Sub
shall borrow under and use the proceeds of thegBriinancing (or such alternative bridge financitogdeplace such affected portion of the
High Yield Financing no later than the last daytef Marketing Period. For purposes of this Agreetyiedarketing Period' shall mean the
first period of 20 consecutive Business Days afterdate hereof throughout which (x) Parent stelehall of the Required Information (as
defined below) and during which period such infotiorashall remain compliant at all times with aggplble provisions of Regulation S-X and
Regulation S-K under the Securities Act and (y)dbeditions set forth in Sections 6.1 shall bes$ietii and nothing has occurred and no
condition exists that would cause any of the coowit set forth in Sections 6.3(a) or (b) to faib® satisfied assuming the Closing were to be
scheduled for any day during such 20 Business Raipgh; providedthat, if the Marketing Period has not ended onrmrpgo August 16,

2007, the Marketing Period shall commence no gat&n September 4, 2007.

(b) The Company shall provide, shall eairs Subsidiaries to provide, and shall use resislerbest efforts to cause its Representatives,
including legal and accounting, to provide, all pemtion reasonably requested by Parent in coramewtith the Financing and the other
transactions contemplated by this Agreemgmbyidedthat such requested cooperation does not unredgdntdsfere with the ongoing
operations of the Company and its Subsidiariesjuding (i) providing such financial and other infoation as Parent shall reasonably req
in order to consummate the Debt Financing, inclgdith Company information, financial statements &indncial data of the type required by
Regulation S-X and Regulation S-K under the SeiegriAct and of a type and form customarily includteg@rivate placements pursuant to
Rule 144A under the Securities Act (including,tie extent applicable with respect to such finarstialements, the report of the Company's
auditors thereon and related management discuasib@analysis of financial condition and result®pérations) (collectively, theRequired
Information"), (ii) participating in meetings, drafting sesssoand due diligence sessions in connection wét-thancing, (iii) assisting in the
preparation of (A) one or more offering documentsanfidential information memoranda for any of iebt Financing (including the
execution and delivery of one or more customaryasgntation letters in connection therewithipvidedthat any private placement
memoranda or prospectuses in relation to high yelat securities need not be issued by the Compiaagy of its Subsidiaries, and
provided, further, that any private placement memoranda or prospestshall contain disclosure and financial statésneflecting the
Surviving Corporation and/or its Subsidiaries asdbligor and (B) materials for rating agency préagons, (iv) reasonably cooperating with
the marketing efforts for any of the Debt Financiimgluding providing assistance in the preparatmmand participating in, meetings, due
diligence sessions and similar presentations tonatid among others, prospective lenders, investatsrating agencies, (v) providing
monthly financial statements (excluding footnotesihe extent the Company customarily prepares finahcial statements, (vi) entering ir
one or more credit or other agreements on ternisfaetory to Parent in connection with the Debtdricing immediately prior to the Effecti
Time to the extent direct borrowings or debt inenges by the Company or its Subsidiaries are cqitged by the Debt Commitment
Letters, (vii) taking all corporate actions, subjecthe occurrence of the Closing, reasonably estpd by Parent to permit consummation of
the Debt Financing and the direct borrowing or mence of all proceeds of the Debt Financing,
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including any high yield financing, by the SurvigilCorporation immediately following the Effectivénie, (viii) taking all actions reasonably
necessary to (A) permit the prospective lenderslired in the Financing to evaluate the Company'eect assets, cash management and
accounting systems, policies and procedures rgl#tiereto for the purpose of establishing collatensangements (including conducting field
examination and appraisals contemplated by the Debtmitment Letters within the time frame descrilieetein) and (B) establish bank and
other accounts and blocked account agreementakdbx arrangements in connection with the fonegoand (ix) executing and delivering
(or using reasonable best efforts to obtain fronisamts), and causing its Subsidiaries to executedativer (or use reasonable best efforts to
obtain from advisors), customary certificates (inlihg a certificate of the chief financial officeirthe Company with respect to solvency
matters), accounting comfort letters, legal opisi@which may be reasoned if circumstances requiegjging agreements, surveys, title
insurance policies (to the extent in possessionroftherwise reasonably obtainable by, the Comuauits Subsidiaries) or other documents
and instruments relating to guarantees, the plefigellateral and other matters ancillary to thedficing as may be reasonably requested by
Parent in connection with the Financing and otheeweasonably facilitating the pledge of collaterad providing of guarantees contempl:
by the Debt Commitment Lettgorovided, howevethat, except for fees and liabilities subject tionteursement or indemnification pursuar
the next sentence, no obligation of the Comparangrof its Subsidiaries under any such certificdtgument or instrument (other than the
representation letter referred to above) shallffexéve until the Effective Time and, except feek and liabilities subject to reimbursemer
indemnification pursuant to the next sentence, radriee Company or any of its Subsidiaries shaltdmpiired to pay any commitment or ot
similar fee or incur any other liability in connist with the Financing prior to the Effective Tinfearent shall promptly, upon request by the
Company, reimburse the Company for all reasonalt@Bbpocket costs (including reasonable attorneys' fiees)yred by the Company or a
of its Subsidiaries in connection with the cooperabf the Company and its Subsidiaries contemglhtethis Section 5.9 and shall indemi
and hold harmless the Company, its Subsidiariestaidrespective representatives from and agaimgtand all losses, damages, claims,
costs or expenses suffered or incurred by anyeshtim connection with the arrangement of the Firanand any information used in
connection therewith, except with respect to arfigrination provided by the Company or any of its Sdiaries.

Section 5.10 Access; Confidentiality. The Company shall afford to Parent, and to marefficers, employees, accountants, counsel,
consultants, financial advisors and other Repras@ns and financing sources, reasonable accesgydwrmal business hours during the
period prior to the Effective Time or the termirmetiof this Agreement to all of its and its Subsiidigl properties, Contracts, books and rec
and to those officers, employees and agents aCtmepany to whom Parent reasonably requests a@ra$sduring such period, the Comp:
shall furnish, as promptly as practicable, to Paadirinformation concerning its and its Subsidéatibusiness, properties, personnel and
financial information as Parent may reasonably estitExcept for disclosures expressly permittethbyterms of the Confidentiality
Agreement, Parent shall hold, and shall causdfitecs, employees, accountants, counsel, finaramalsors and other Representatives to
hold, all information received from the CompanyitsrRepresentatives, directly or indirectly, in fidance in accordance with the
Confidentiality Agreement.

Section 5.11 Treatment of Notes.

(a) If requested by Merger Sub, the Camypehall use its commercially reasonable effortagsist Merger Sub or an affiliate of Merger
Sub in commencing, an offer to purchase, and reled@sent solicitation with respect to, all of thestanding aggregate principal amount of
the 8°/8% Notes due June 15, 2010 (collectively, tNetes") on the terms and conditions specified by Pagtwt " Debt Offer”).
Notwithstanding the foregoing, the closing of thebDOffer shall be conditioned on the completiothef Merger, shall provide that the No
shall be accepted for payment by the
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Surviving Corporation immediately upon the commetof the Merger, and otherwise shall be in conmgiéawith applicable Laws and SEC
rules and regulations. The Company shall providd,shall cause its Subsidiaries to, and shall tsseasonable best efforts to cause their
respective Representatives to, provide cooperatiasonably requested by Merger Sub in connectitmtive Debt Offer. If requested by
Merger Sub in writing, in lieu of Merger Sub or affiliate of Merger Sub commencing the Debt Offer §uch Notes (or in addition thereto),
the Company shall, to the extent permitted by tieenture and supplemental indentures governindltites (collectively, the Indenture”)
take actions reasonably requested by Merger Sulatbaeasonably necessary for the satisfactiofoadéscharge and/or defeasance of the
Notes pursuant to the applicable provisions ofitigenture, and shall satisfy and/or discharge ardi¥tease, as applicable, the Note
accordance with the terms of the Indenture at ffecive Time, provided that to the extent that acyion described above can be conditic
on the occurrence of the Effective Time, it will §& conditioned, and provided, further, that ptiothe Company being required to take any
of the actions described above that cannot be ttiondd on the occurrence of the Effective Timeopto the Closing, Merger Sub shall
irrevocably deposit, or shall cause to be irrevbcdbposited with the trustee under the Indentufécient funds to effect such satisfaction or
discharge or defeasance.

(b) The Company covenants and agreesph@nptly following the consent solicitation exgtion date, assuming the requisite consents
are received, each of the Company and its appécabbsidiaries as is necessary shall (and shathegecommercially reasonable efforts to
cause the trustee to) execute a supplemental imeetat the Indenture, which supplemental indenstial implement the amendments
described in the offer to purchase, related |ettéransmittal, and other related documents (ctitety, the "Offer Documents) and shall
become operative only concurrently with the EffeeflTime, subject to the terms and conditions of &greement (including the conditions to
the Debt Offer). Concurrent with the Effective TinkRarent shall cause the Surviving Corporatiorctept for payment and thereafter
promptly pay for the Notes that have been propteriglered and not properly withdrawn pursuant tdxbbt Offer and in accordance with the
Debt Offer.

(c) Merger Sub shall prepare all necgsaad appropriate documentation in connection withDebt Offer, including the Offer
Documents, and provide the Company with a reaser@iortunity to comment and make reasonable clsaiggich documents. Merger
Sub and the Company shall, and shall cause treeotive Subsidiaries to, reasonably cooperate ewitth other in the preparation of the
Offer Documents (provided that the Company's am&itbsidiaries' cooperation shall be limited totaratthat Merger Sub cannot accomplish
without additional cost or delay without the asmiste of the Company or its Subsidiaries). The G¥fecuments (including all amendments
supplements) and all mailings to the holders ofNbées in connection with the Debt Offer shall bibjsct to the prior review of, and
comment by, the Company and Merger Sub and sha#dsonably acceptable to each of them. If at iamg prior to the completion of the
Debt Offer any information in the Offer Document®sld be discovered by the Company and its Sub&dizon the one hand, or Merger
Sub, on the other, which should be set forth ilm@endment or supplement to the Offer Documenthaahe Offer Documents shall not
contain any untrue statement of a material factnoit to state any material fact required to beestdlherein or necessary in order to make the
statements therein, in light of circumstances umd@ch they are made, not misleading, the partydiszovers such information shall use
commercially reasonable efforts to promptly nothg other party, and an appropriate amendmentppiement prepared by Merger Sub
describing such information shall be disseminatedrton behalf of the Company or its Subsidiareethe holders of the Notes (which
supplement or amendment and dissemination mageattsonable direction of Merger Sub, take the fofra filing of a Current Report on
Form 8-K). Notwithstanding anything to the contramthis Section 5.11(c), the Company shall andl glaaise its Subsidiaries to comply with
the requirements of Rule 14e-1 under the Exchargye@Ad any other applicable Law to the extent dawls are applicable in connection with
the Debt Offer and such compliance will not be deérma breach hereof.
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Section 5.12 Notification of Certain Matters. The Company shall give prompt notice to Paranti Parent shall give prompt notice
the Company, of (i) any notice or other communaratieceived by such party from any Governmentait§irt connection with the Merger
the other transactions contemplated hereby or &inynperson alleging that the consent of such passonmay be required in connection v
the Merger or the other transactions contemplagzdhy, if the subject matter of such communicatiothe failure of such party to obtain
such consent could be material to the CompanyStheiving Corporation or Parent, (ii) any actiossits, claims, investigations or
proceedings commenced or, to such party's Knowlgtigeatened against, relating to or involving tireowise affecting such party or any of
its Subsidiaries which relate to the Merger ordtieer transactions contemplated hereby, (iii) isealery of any fact or circumstance that, or
the occurrence or non-occurrence of any eventdharoence or non-occurrence of which, would realslyniae likely to cause or result in any
of the Conditions to the Merger set forth in Atidll not being satisfied or satisfaction of thoseditions being materially delayed in
violation of any provision of this Agreemet;ovided, howevethat the delivery of any notice pursuant to thista 5.12 shall not (x) cure
any breach of, or non-compliance with, any othewjgion of this Agreement or (y) limit the remedsilable to the party receiving such
notice; andprovided, furtherthat the failure to give prompt notice hereundaspant to clause (iii) shall not constitute a fedlof a
Condition to the Merger set forth in Article VI esqt to the extent that the underlying fact or amstance not so notified would standing
alone constitute such a failure. The Company stwify Parent, on a reasonably current basis, gfeaents or changes with respect to any
regulatory investigation or action involving ther@pany or any of its Affiliates, and shall reasoyatboperate with Parent or its Affiliates in
efforts to mitigate any adverse consequences t@nPar its Affiliates which may arise (including bgordinating and providing assistance in
meeting with regulators).

Section 5.13 Rule 16b-3. Prior to the Effective Time, the Company sh&lpermitted to take such steps as may be reagonabl
necessary or advisable hereto to cause dispositfo@empany equity securities (including derivatsezurities) pursuant to the transactions
contemplated by this Agreement by each individuabs a director or officer of the Company to berapt under Rule 16b-3 promulgated
under the Exchange Act in accordance with that@eftlo-Action Letter dated January 12, 1999 isdwethe SEC regarding such matters.

Section 5.14 Control of Operations. Without in any way limiting any party's righas obligations under this Agreement, the parties
understand and agree that (i) nothing containgdisnAgreement shall give Parent, directly or iedity, the right to control or direct the
Company's operations prior to the Effective Tinta] i) prior to the Effective Time, the Companyafitexercise, consistent with the terms
and conditions of this Agreement, complete cordral supervision over its operations.

Section 5.15 Certain Transfer Taxes. Any liability arising out of any real estatansfer Tax with respect to interests in real prgper
owned directly or indirectly by the Company or afyits Subsidiaries immediately prior to the Mergénpplicable and due with respect to
the Merger, shall be borne by the Surviving Corfloraand expressly shall not be a liability of stterlders of the Company.

Section 5.16 Obligations of Merger Sub. Parent shall take all action necessary to cklesger Sub and the Surviving Corporation to
perform their respective obligations under this @@nent, the Financing Commitments and any New EingrCommitments.
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ARTICLE VI

CONDITIONS TO THE MERGER

Section 6.1 Conditions to Each Party's Obligation to Efféwe Merger. The respective obligations of each party tecfthe Merger
shall be subject to the fulfillment (or waiver by garties) at or prior to the Effective Time oktfollowing conditions:

(@) The Company Shareholder Approvalldfate been obtained.

(b) No Governmental Entity of competamntgdiction shall have enacted, issued or entengd@straining order, preliminary or
permanent injunction or similar order or legal raistt or prohibition which remains in effect thaj@ns or otherwise prohibits
consummation of the Merger.

(c) Any applicable waiting period undeetHSR Act (and any extension thereof) shall hayéred or been terminated.

Section 6.2 Conditions to Obligation of the Company to Effthe Merger. The obligation of the Company to effect the lybaris
further subject to the fulfillment or waiver by t@®mpany of the following conditions:

(a) The representations and warrantidzapént and Merger Sub set forth in this Agreersbatl be true and correct as of the
date of this Agreement and as of the Closing Datinaugh made on and as of the Closing Date (ual@gsuch representation or
warranty is made only as of a specific date, inchtgvent such representation or warranty shaltusand correct only as of such
specific date);

(b) Parent and Merger Sub shall havdlimaterial respects performed all obligations anthplied with all covenants required
by this Agreement to be performed or complied Wigtthem prior to the Effective Time.

(c) Parent shall have delivered to thenBany a certificate, dated as of the Closing Datesagned by its Chief Executive
Officer or another senior executive officer, cafitify to the effect that the conditions set forttSiection 6.2(a) and 6.2(b) have been
satisfied.

Section 6.3 Conditions to Obligation of Parent and MergerbSo Effect the Merger. The obligation of Parent and Merger Sub to
effect the Merger is further subject to the fulfignt or waiver by Parent and Merger Sub of the¥alhg conditions:

(&) The representations and warrantige@fCompany set forth in this Agreement (othenttee representations and warranties
set forth in Section 3.2 and Section 3.11(b)) shaltrue and correct (disregarding all qualificasi@r limitations as to "materiality”,
"Company Material Adverse Effect" and words of $amimport set forth therein) as of the date o thgreement and as of the
Closing Date as though made on the Closing Dateef@xo the extent such representations and warsagpressly relate to an ear
date, in which case as of such earlier date), éxgbpre the failure of such representations andaméies to be so true and correct
would not, individually or in the aggregate, hav€@mpany Material Adverse Effect. The representatind warranties of the
Company set forth in (i) Section 3.2 shall be tand correct in all material respects as of the dhthis Agreement and as of the
Closing Date as though made on the Closing Datee(Exo the extent such representations and warsagkpressly relate to an ear
date, in which case as of such earlier date) an8dction 3.11(b) shall be true and correct athefdate of this Agreement and as of
the Closing Date as though made on the Closing.Date
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(b) The Company shall have in all mataeapects performed all obligations and compliéithall covenants required by this
Agreement to be performed or complied with by ibpto the Effective Time.

(c) The Company shall have deliveredaceRt a certificate, dated as of the Closing Datesagned by its Chief Executive
Officer or another senior executive officer, cafitify to the effect that the conditions set forttSiection 6.3(a) and Section 6.3(b) have
been satisfied.

Section 6.4 Frustration of Closing Conditions. Neither the Company nor Parent may rely, eiftsea basis for not consummating the
Merger or terminating this Agreement and abandottiegMerger, on the failure of any condition satHdn Section 6.1, 6.2 or 6.3, as the
case may be, to be satisfied if such failure wased by such party's breach in any material resgenty provision of this Agreement or
failure to use all reasonable best efforts to comsate the Merger and the other transactions coréteaphereby, as required by and subject
to Section 5.5.

ARTICLE VII

TERMINATION

Section 7.1 Termination or Abandonment. Notwithstanding anything contained in this Agmeent to the contrary, this Agreement
may be terminated and abandoned at any time pritret Effective Time, whether before or after appraval of the matters presented in
connection with the Merger by the shareholderhef@Gompany:

(@) by the mutual written consent of @@mpany and Parent;
(b) by either the Company or Parent, if:

(i) the Effective Time shall not havecaored on or before October 31, 2007 (thend Date"), and the party seeking to
terminate this Agreement pursuant to this Sectidfbj(i) shall not have breached in any materigpeet its obligations under
this Agreement in any manner that shall have praxéty caused the failure to consummate the Merger doefore the End
Date;

(i) if any court of competent jurisdioti shall have issued or entered an injunctionroilai legal restraint or order
permanently enjoining or otherwise prohibiting tmsmsummation of the Merger and such injunctionallegstraint or order
shall have become final and non-appealgireyidedthat the party seeking to terminate this Agreenpemsuant to this
Section 7.1(b)(ii) shall have used such reasonadse efforts as may be required by Section 5.5dugnt, oppose and remove
such injunction;

(i) the Company Meeting (including angj@urnments or postponements thereof) shall haaeladed and the Compal
Shareholder Approval contemplated by this Agreemsbatl not have been obtained;

(c) by the Company:

(i) if Parent or Merger Sub shall havedzhed or failed to perform any of its represéonat warranties, covenants or
other agreements contained in this Agreement, wihiehch or failure to perform (i) would result ifisdlure of a condition set
forth in Section 6.1 or Section 6.2 and (ii) canbetcured by the End Datarovidedthat the Company shall have given Parent
written notice, delivered at least thirty (30) dgy®r to such termination, stating the Companytsrition to terminate this
Agreement pursuant to this Section 7.1(c)(i) aredithsis for such terminatioprovided, further that, the Company shall not
have the right to terminate this Agreement purst@itis Section 7.1(c)(i) if it is then in matdrimeach of any representatio
warranties, covenants or other agreements hereunder
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(ii) in order to enter into a transactibat is a Superior Proposal, if, prior to the iptef the Company Shareholder
Approval and at such time the Company is not timneméaterial breach of any of its obligations undect®n 5.2, (A) the Board
of Directors of the Company has received a Supéhioposal, (B) the Company has notified Parentriting of its intention to
terminate this Agreement pursuant to this Secti@fc)(ii), and included with such notice the idgntf the person making
such proposal, the most current written agreenwating to the transaction that constitutes sugte8ar Proposal and all
related transaction agreements, (C) at least Busmess Days following receipt by Parent of theagoreferred to in
clause (B) above, and taking into account any egljroposal made by Parent since receipt of tHeenmferred to in
clause (B) above, the Board of Directors shall ldetermined in good faith and after consultatiothits outside counsel and
financial advisors that such Superior Proposalinoes to be more favorable to the shareholderseoOompany from a
financial point of view than the revised proposada by Parent, if any (it being understood andeajtkat during such period
referred to in clause (B) above, the Company shall, shall cause its Representatives to, negatigteod faith with Parent a
its representatives, to the extent Parent wisheggotiate), and (D) prior to or concurrently watich termination, the
Company pays the fee due under Sectionpt@;idedthat, any amendment to the terms of such Superagd3al shall requir
a new notice and a new three Business Day period,;

(iii) if the Merger shall not have beemsammated on the second Business Day after thiedfiiyaof the Marketing
Period and all of the conditions set forth in Satth.1, Section 6.3(a) and Section 6.3(b) have batisfied and at the time of
such termination such conditions continue to bisfsad; or

(d) by Parent, if:

(i) the Company shall have breachedibed to perform any of its representations, waiesn covenants or other
agreements contained in this Agreement, which breadailure to perform (i) would result in a faikiof a condition set forth
in Section 6.1 or Section 6.3 to be satisfied afad#nnot be cured by the End Dapeopvidedthat Parent shall have given the
Company written notice, delivered at least thi@@)(days prior to such termination, stating Pasdntention to terminate this
Agreement pursuant to this Section 7.1(d)(i) areditésis for such terminatioprovided, that Parent shall not have the right to
terminate this Agreement pursuant to this Sectidfdj(i) if it or Merger Sub is then in materiaklaich of any representations,
warranties, covenants or other agreements hereunder

(i) the Board of Directors of the Compa®) effects a Change of Recommendation, publichposes to effect a
Change of Recommendation, or is deemed to haveteffa Change of Recommendation, (B) fails to ithelun the Proxy
Statement its recommendation to the Company's sblalers that they give the Company Shareholder é&mdr (C) approves,
endorses or recommends, or publicly proposes tooappendorse or recommend, any Alternative PrdposéD) fails to
recommend against acceptance of a tender or exeludfeg for any outstanding shares of capital stwicthe Company that
constitutes an Alternative Proposal (other thafPlgent or any of its Affiliates), including, forabe purposes, by taking no
position with respect to the acceptance of suctigenffer or exchange offer by its shareholderdctwvikhall constitute a failui
to recommend against acceptance of such tenderarfexchange offer, within 10 Business Days aftenmencement; or

(iii) the Company gives Parent the notifion contemplated by Section 7.1(c)(ii)(C).
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In the event of termination of this Agreampursuant to this Section 7.1, this Agreemenl $hidahwith become null and void and there
shall be no liability or obligation on the partthe Company, Parent, Merger Sub or their respe&issidiaries or Affiliates, except that the
Confidentiality Agreement, the Guarantee (onlytte éxtent reflected therein) and the provisionSexftion 7.2 and Article VIII will survive
the termination hereofirovided, however, that, without limiting the right to receive angypnent pursuant to Section 7.2, the Company
agrees that, to the extent it has incurred lossdamages in connection with this Agreement, thgimam aggregate liability of Parent and
Merger Sub shall be limited to an amount equah&amount of the Guarantee (to the extent any atisyayable thereunder), and in no
event shall the Company seek to recover any moamades in excess of such amount from Parent, M&ugegior the Guarantor (only to the
extent reflected in the Guarantee) or any of trespective Representatives or Affiliates; gndvided, further, that nothing herein shall
relieve the Company from liability for willful anehaterial breach of its covenants or agreement®gétin this Agreement prior to such
termination, in which case Parent and/or Merger $hadl be entitled to all rights and remedies aldéd at Law or in equity.

Section 7.2 Termination Fees.

(@) Inthe event that:

(i) (A) a bona fide Alternative Proposakll have been made known to the Company or khaé# been made directly to its
shareholders or any person shall have publicly anoed an intention to make an Alternative Propasahn Alternative Proposal sh
have otherwise become publicly known, and (B) fellgy the occurrence of an event described in tkeqaing clause (A), this
Agreement is terminated by the Company or Parersyaunt to Section 7.1(b)(i) or Section 7.1(b)@iby Parent pursuant to
Section 7.1(d)(i), and (C) the Company enters iatggubmits to the shareholders of the Compangdoiption, a definitive agreement
with respect to any Alternative Proposal, or consiates any Alternative Proposal within twelve (12)mis of the date this
Agreement is terminated, which in each case, neetenthe same Alternative Proposal that shall leees publicly announced or
made known at or prior to termination of this Agresnt (providedthat for purposes of this Section 7.2(a)(i), tHemences to "20%"
in the definition of Alternative Proposal shall ieemed to be references to "50%"); or

(ii) this Agreement is terminated by thempany pursuant to Section 7.1(c)(ii); or
(i) this Agreement is terminated by Rarpursuant to Section 7.1(d)(ii) or 7.1(d)(iii);

then in any such event under clause (i), (ii) Oy @ this Section 7.2(a), the Company shall pagha direction of Parent to any Person thal
U.S. person for U.S. federal income tax purposéstraination fee of $225 million in cash (th&&rmination Fee), it being understood that
in no event shall the Company be required to payTérmination Fee on more than one occasion.

(b) Inthe event that

(i) the Company shall terminate this égment pursuant to Section 7.1(c)(i) and (y) atithe of such termination there is no
state of facts or circumstances that would readgrmbexpected to cause the conditions in SectibnSection 6.3(a) or Section 6.3
not to be satisfied on the End Date, or

(i) the Company shall terminate this Agment pursuant to Section 7.1(c)(iii),

then in any such event under clause (i) or (ithig Section 7.2(b), Parent shall pay to the Comijzatermination fee of $225 million in cash

(the "Parent Termination Fee"), it being understthad in no event shall Parent be required to hayRarent Termination Fee on more than
one occasion.

A-40




(c) Any payment required to be made pamsto clause (i) of Section 7.2(a) shall be madeeadirection of Parent to any
Person that is a U.S. person for U.S. federal irctan purposes, promptly following the earliestiwf execution of a definitive
agreement with respect to, submission to the sbétets of, or the consummation of, any transaatimmemplated by an Alternative
Proposal (and in any event not later than two BassrDays after delivery to the Company of noticdeshand for payment); any
payment required to be made pursuant to clausef(@ection 7.2(a) shall be made at the directioRarent to any Person that is a |
person for U.S. federal income tax purposes, coantly with, and as a condition to the effectivene§ the termination of this
Agreement by the Company pursuant to Section {if}(@ny payment required to be made pursuantaose (iii) of Section 7.2(a)
shall be made at the direction of Parent to angd®ethat is a U.S. person for U.S. federal incaamepurposes, promptly following
termination of this Agreement by Parent pursuar@eotion 7.1(d)(ii) or (iii), as applicable (andany event not later than two
Business Days after delivery to the Company ofaeotif demand for payment), and such payment shathdde by wire transfer of
immediately available funds to an account to begieted by Parent. Any payment required to be npagisuant to Section 7.2(b)
shall be made to the Company promptly followingrtigration of this Agreement by the Company (andnin avent not later than two
Business Days after delivery to Parent of noticdevhand for payment), and such payment shall bexrbgdvire transfer of
immediately available funds to an account to bégieded by the Company.

(d) Inthe event that the Company stalltb pay the Termination Fee or Parent ExpermeBarent shall fail to pay the Parent
Termination Fee, required pursuant to this Secti@when due, such fee and/or expenses shall aictarest for the period
commencing on the date such fee or expenses, aasbenay be, became past due, at a rate eqtial taté of interest publicly
announced by JPMorgan Chase Bank from time to diameng such period, as such bank's prime lenditey ta addition, if either par
shall fail to pay such fee or expenses when dus ewing party shall also pay to the owed partyathe owed party's costs and
expenses (including reasonable attorneys' feex)rinection with efforts to collect such fee or exges. Each of Parent and the
Company acknowledges that the fees and the otberspns of this Section 7.2 are an integral pathe Merger and that, without
these agreements, Parent and the Company woukhtestinto this Agreement.

(e) Each of the parties hereto acknowdsdbat the agreements contained in this Sectbaré.an integral part of the
transactions contemplated by this Agreement antdggigher the Termination Fee nor the Parent Teation Fee is a penalty, but
rather is liquidated damages in a reasonable anbantvill compensate Parent and Merger Sub oCitvapany, as the case may be,
in the circumstances in which such Termination iSgeyable for the efforts and resources expendddpportunities foregone while
negotiating this Agreement and in reliance on iuseement and on the expectation of the consummatfi¢the transactions
contemplated hereby, which amount would otherwesérpossible to calculate with precision. Notwitlreling anything to the
contrary in this Agreement, the Company's righteiceive payment of the Parent Termination Fee fP@ament pursuant to this
Section 7.2 or the guarantee thereof pursuanet@Gtiarantee shall be the sole and exclusive remwiedhe Company and its
Subsidiaries against Parent, Merger Sub, the Gtarand any of their respective former, currenfubure general or limited partners,
stockholders, managers, members, directors, offi¢filiates or agents for the loss suffered assult of the failure of the Merger to
be consummated, and upon payment of such amoumg, afdParent, Merger Sub, the Guarantor or anfi&f former, current or
future general or limited partners, stockholderanagers, members, directors, officers, Affiliateagents shall have any further
liability or obligation relating to or arising oof this Agreement or the transactions contemplaareby.
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ARTICLE VIII

MISCELLANEOUS

Section 8.1 No Survival of Representations and Warrantie®None of the representations and warrantielBi;mAgreement or in any
instrument delivered pursuant to this Agreemenl siavive the occurrence of the Merger.

Section 8.2 Expenses. Whether or not the Merger is consummated,adtcand expenses incurred in connection with teeght,
this Agreement and the transactions contemplategblgeshall be paid by the party incurring or regdito incur such expenses, except
(x) expenses incurred in connection with the pmigptifiling and mailing of the Proxy Statement (undihg applicable SEC filing fees) and all
fees paid in respect of any HSR Act or other reguiafiling shall be borne one-half by the Compamg one-half by Parent and (y) as
otherwise set forth in Section 5.9 or Section 7.2(d

Section 8.3 Counterparts; Effectiveness. This Agreement may be executed in two or moresecutive counterparts (including by
facsimile), each of which shall be an original,iwtihe same effect as if the signatures theretchaneto were upon the same instrument, and
shall become effective when one or more countespate been signed by each of the parties andedeti by telecopy or otherwise) to the
other parties.

Section 8.4 Governing Law. This Agreement, and all claims or causes dbadihether at Law, in contract or in tort) thaayrbe
based upon, arise out of or relate to this Agre¢methe negotiation, execution or performance digrghall be governed by and construed in
accordance with the Laws of the State of Delawartout giving effect to any choice or conflict bdw provision or rule (whether of the
State of Delaware or any other jurisdiction) thaingd cause the application of the Laws of any gicson other than the State of Delaware
except matters relating to the Merger, the fidycuties of the Board of Directors of the Compang @nternal corporate affairs and the
Company shall be governed by the laws of the Statennessee.

Section 8.5 Jurisdiction; Enforcement. The parties agree that irreparable damage wamddr in the event that any of the provisions
of this Agreement to be performed by the Compangmyrof its Subsidiaries were not performed in adance with their specific terms or
were otherwise breached. It is accordingly agreat frior to the valid and effective terminationtiofs Agreement in accordance with
Article VIl Parent and Merger Sub shall be entittedan injunction or injunctions to prevent breacbéthis Agreement and to enforce
specifically the terms and provisions of this Agreat exclusively in the Delaware Court of Chancamy any state appellate court therefrom
within the State of Delaware (or, if the Delawareu@ of Chancery declines to accept jurisdictioeroa particular matter, any state or federal
court within the State of Delaware). The partidsnaevledge and agree that neither the Company noofhits Subsidiaries shall be entitled
an injunction or injunctions to prevent breachethaf Agreement or to enforce specifically the termnd provisions of this Agreement and
their sole and exclusive remedy with respect tosrch breach shall be the monetary damages sktifioBection 7.2(b). In addition, each of
the parties hereto irrevocably agrees that any kxgjeon or proceeding with respect to this Agreatrand the rights and obligations arising
hereunder, or for recognition and enforcement gfjadgment in respect of this Agreement and thetsi@nd obligations arising hereunder
brought by the other party hereto or its successoessigns, shall be brought and determined eixellysin the Delaware Court of Chancery
and any state appellate court therefrom withinState of Delaware (or, if the Delaware Court of @texy declines to accept jurisdiction over
a particular matter, any state or federal courhiwithe State of Delaware). Each of the partiestodnereby irrevocably submits with regar:
any such action or proceeding for itself and ipees of its property, generally and unconditionatitythe personal jurisdiction of the afores
courts and agrees that it will not bring any actielating to this Agreement or any of the transaxticontemplated by this Agreement in any
court other than the aforesaid courts. Each of the
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parties hereto hereby irrevocably waives, and agneeto assert as a defense, counterclaim onmithesrin any action or proceeding with
respect to this Agreement, (a) any claim that itaspersonally subject to the jurisdiction of #f®ve named courts for any reason other than
the failure to serve in accordance with this Sec8db, (b) any claim that it or its property is g or immune from jurisdiction of any such
court or from any legal process commenced in socits (whether through service of notice, attachrpeior to judgment, attachment in aid
of execution of judgment, execution of judgmenbtiterwise) and (c) to the fullest extent permitigdhe applicable Law, any claim that

(i) the suit, action or proceeding in such couttrigught in an inconvenient forum, (ii) the vendesiach suit, action or proceeding is improper
or (iii) this Agreement, or the subject mater héreway not be enforced in or by such courts.

Section 8.6 WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO IRREVOCABLY WAIVESMY AND ALL RIGHT
TO TRIAL BY JURY IN ANY LEGAL PROCEEDING BETWEEN TiE PARTIES HERETO ARISING OUT OF OR RELATING TO TF
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 8.7 Notices. Any notice required to be given hereunder ghalsufficient if in writing, and sent by facsimtlansmission
with confirmation (providedthat any notice received by facsimile transmissipntherwise at the addressee's location on aninBss Day
after 5:00 p.m. (addressee's local time) shalldsreed to have been received at 9:00 a.m. (addieésea time) on the next Business Day),
by reliable overnight delivery service (with prazffservice), hand delivery or certified or regismail (return receipt requested and first-
class postage prepaid), addressed as follows:

To Parent or Merger Sub:

KKR 2006 Fund, L.P.

2800 Sand Hill Road

Menlo Park, California 94025
Telecopy: (650) 233-6553
Attention: Michael Calbert

with copies to:

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, New York 10017
Telecopy: (212) 455-2502
Attention: David J. Sorkin, Esq.
Marni J. Lerner, Esq.

To the Company:

Dollar General Corporation

100 Mission Ridge
Goodlettsville, Tennessee 37072
Telecopy: (615) 855-5180
Attention: Susan S. Lanigan Esq.

with a copy to:

Wachtell, Lipton, Rosen & Katz
51 West 524 Street

New York, New York 10019
Telecopy: (212) 403-2000
Attention: Lawrence S. Makow
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or to such other address as any party shall spbgifyritten notice so given, and such notice shalleemed to have been delivered as of the
date so telecommunicated and confirmed, persodallyered or mailed. Any party to this Agreementymatify any other party of any
changes to the address or any of the other dsfaisified in this paragrapprovided, howevethat such notification shall only be effective
the date specified in such notice or five (5) BassDays after the notice is given, whicheverterl&ejection or other refusal to accept ol
inability to deliver because of changed addredaasimile of which no notice was given shall berded to be receipt of the notice as of the
date of such rejection, refusal or inability toidet.

Section 8.8 Assignment; Binding Effect. Neither this Agreement nor any of the righttgefests or obligations hereunder shall be
assigned by any of the parties hereto (whethempleyation of Law or otherwise) without the prior tigh consent of the other parties, except
that Parent and Merger Sub may assign, in itsdietaretion, any of or all of its rights, interestdeobligations under this Agreement to Parent
or any of its Affiliates, but no such assignmerdlktelieve the assigning party of its obligatidreyreunder. Subject to the preceding sentence,
this Agreement shall be binding upon and shallértorthe benefit of the parties hereto and thaipeetive successors and assigns. Parent
cause Merger Sub, and any assignee thereof, torpeits obligations under this Agreement and shaliesponsible for any failure of Merger
Sub or such assignee to comply with any representavarranty, covenant or other provision of tAreement.

Section 8.9 Severability. Any term or provision of this Agreement whighimvalid or unenforceable in any jurisdiction shas to
that jurisdiction, be ineffective to the extentsoich invalidity or unenforceability without rendegiinvalid or unenforceable the remaining
terms and provisions of this Agreement in any ojhsdiction. If any provision of this Agreemestso broad as to be unenforceable, such
provision shall be interpreted to be only as brasiis enforceable.

Section 8.10 Entire Agreement; No Third-Party BeneficiariesThis Agreement (including the exhibits anddetthereto), the
Confidentiality Agreement and the Guarantee cautstithe entire agreement, and supersede all otlgrggreements and understandings,
both written and oral, between the parties, or@them, with respect to the subject matter heasaf thereof and, except as set forth in
Section 5.8, is not intended to and shall not conf®n any person other than the parties heretaighis or remedies hereundprpvided,
however, the parties agree that no provision of the Camfichlity Agreement shall limit in any respect tights of Parent, the Guarantor or
any of their Affiliates to assign or syndicate grortion of their equity commitment, subject to thams of the Equity Commitment Letter.

Section 8.11 Amendments; Waivers. At any time prior to the Effective Time, anyopision of this Agreement may be amended or
waived if, and only if, such amendment or waivenisvriting and signed, in the case of an amendmnignthe Company, Parent and Merger
Sub, or in the case of a waiver, by the party agaimom the waiver is to be effectiy@pvided, howevethat after receipt of Company
Shareholder Approval, if any such amendment or aradhall by applicable Law or in accordance with thles and regulations of the New
York Stock Exchange require further approval ofgshareholders of the Company, the effectivenessicti amendment or waiver shall be
subject to the approval of the shareholders oftbmpany. Notwithstanding the foregoing, no failaralelay by the Company or Parent in
exercising any right hereunder shall operate aaigarthereof nor shall any single or partial exs¢hereof preclude any other or further
exercise of any other right hereunder.

Section 8.12 Headings. Headings of the Articles and Sections of thigeement are for convenience of the parties ondlystuall be
given no substantive or interpretive effect whateoneThe table of contents to this Agreement iséberence purposes only and shall not
affect in any way the meaning or interpretatiorthis Agreement.
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Section 8.13 Interpretation. When a reference is made in this Agreemenhtaréicle or Section, such reference shall be to an
Article or Section of this Agreement unless otheevindicated. Whenever the words "include," "inelsidor "including” are used in this
Agreement, they shall be deemed to be followedbyiords "without limitation." The words "hereoffferein" and "hereunder" and words
similar import when used in this Agreement shdir¢o this Agreement as a whole and not to antiqudar provision of this Agreement. The
word "or" shall be deemed to mean "and/or." Alhsrdefined in this Agreement shall have the defimednings when used in any certificate
or other document made or delivered pursuant thenetess otherwise defined therein. The definitiomstained in this Agreement are
applicable to the singular as well as the plurati® of such terms and to the masculine as weth #zet feminine and neuter genders of such
term. Any agreement, instrument or statute defipraibferred to herein or in any agreement or imsémut that is referred to herein means such
agreement, instrument or statute as from timente amended, modified or supplemented, includingh@ncase of agreements or instrume
by waiver or consent and (in the case of statltgsuccession of comparable successor statuteetardnces to all attachments thereto and
instruments incorporated therein. Each of the esittias participated in the drafting and negotiatiothis Agreement. If an ambiguity or
guestion of intent or interpretation arises, thggdement must be construed as if it is draftedlltha parties, and no presumption or burden
of proof shall arise favoring or disfavoring anyrtgaby virtue of authorship of any of the provissoof this Agreement.

Section 8.14 No Recourse. This Agreement may only be enforced against,ary claims or causes of action that may be baged
arise out of or relate to this Agreement, or thgatiation, execution or performance of this Agreatmaay only be made against the entities
that are expressly identified as parties hereth®iGuarantor (to the extent set forth therein) mmgast, present or future Affiliate, director,
officer, employee, incorporator, member, managartner, shareholder, agent, attorney or represeatat any party hereto (other than the
Guarantor (to the extent set forth therein)) shaille any liability for any obligations or liabiki$ of the parties to this Agreement or for any
claim based on, in respect of, or by reason offrdresactions contemplated hereby.

Section 8.15 Certain Definitions. For purposes of this Agreement, the followiagrs will have the following meanings when used
herein:

(a) "Affiliates" shall mean, as to any person, any other persachwdirectly or indirectly, controls, or is contled by, or is
under common control with, such person. As useatigdefinition, "control” (including, with its correlative meanings, "caoited
by" and "under common control with") shall mean plessession, directly or indirectly, of the powadirect or cause the direction of
management or policies of a person, whether throliglownership of securities or partnership or otivenership interests, by contr
or otherwise. Without limiting the foregoing, thaffiliates" of Parent shall include the Guarantadats portfolio companies.

(b) "Business Day shall mean any day other than a Saturday, Suadayday on which the banks in New York, New York o
Nashville, Tennessee are authorized by Law or dkecarder to be closed.

(c) "Company Stock Plartaneans the 1993 Employee Stock Incentive Plaaif@anded November 28, 2006), the 1995
Employee Stock Incentive Plan, the 1995 Stock @pftan for Outside Directors, the 1998 Stock InivenPlan (as amended and
restated ay 31, 2006 and as further amended onmilazee28, 2006), and the options to purchase slodi@emmon Stock granted
pursuant to an Employment Agreement by and betweeompany and David A. Perdue, effective as aflZp 2003 and as set
forth in the Form S-8 filed by the Company with 8EC on March 16, 2004.

(d) "Confidentiality Agreemeritmeans the confidentiality agreement, dated d@3ezember 8, 2006, by and between Kohlberg
Kravis Roberts & Co. L.P. and the Company.
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(e) "Contracts' means any contracts, agreements, licenses (ticenkes), notes, bonds, mortgages, indenturesndomnents,
leases (or subleases) or other instruments oratfwigs, whether written or oral.

(H "Knowledge' means (i) with respect to Parent, the actual Kadge after due inquiry of the individuals liste o
Section 8.15(f)(i) of the Parent Disclosure Letrd (ii) with respect to the Company, the actuavidedge after due inquiry of the
individuals listed on Section 8.15(f)(ii) of the @pany Disclosure Letter.

(g) "orders" means any orders, judgments, injunctions, awatelsiees, writs or other legally enforceable rexnent handed
down, adopted or imposed by, including any condentee, settlement agreement or similar writtee@gent with, any Governmer
Entity.

(h) "Parent Material Adverse Effetimeans any fact, circumstance, event, changeteaffemccurrence that, individually or in
the aggregate, prevents or materially delays oeriadly impairs the ability of Parent and MergetbSa consummate the Merger on a
timely basis, or would reasonably be expected tealo

(i) "person"or " Person' shall mean an individual, a corporation, a parthip, a limited liability company, an associatian,
trust or any other entity, group (as such ternmsisdlin Section 13 of the Exchange Act) or orgaimaincluding, without limitation, a
Governmental Entity, and any permitted successwisaasigns of such person.

() "Subsidiaries' of any party shall mean any corporation, parthigrsassociation, trust or other form of legal gntif which
(i) more than 50% of the outstanding voting se@si{or other voting interests or, if there arevoting interests, equity interests) are
directly or indirectly owned by such party, or @iych party or any Subsidiary of such party isregal partner (excluding partnerships
in which such party or any Subsidiary of such pdidgs not have a majority of the voting interestsiich partnership).

(k) Each of the following terms is defihen the page set forth opposite such term:

Action Section 5.8(k
Affiliate Transactior Section 3.1
Affiliates Section 8.15(¢
Agreemen Preambl
Alternative Propose Section 5.2(¢
Articles of Mergel Section 1.

Authorized Preferred Stoc
Book-Entry Share:

Bridge Financin¢
Business Da'

By-laws

Cancelled Share
Certificates

Change of Recommendati
Closing Date

Closing

Code

Company Approval
Company Benefit Plar
Company Charte
Company Common Stoc¢
Company Disclosure Lett
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Section 3.2(z
Section 2.2(b)(
Section 4.
Section 8.15(k
Section 5.3(k
Section 2.1(k
Section 2.2(b)(
Section 5.2(c
Section 1.
Section 1.
Section 2.2(b)(iii
Section 3.4(k
Section 3.9(z
Section 1.5(z
Section 2.1(z
Article 111




Company Employee

Company Material Adverse Effe

Company Meeting
Company Permit
Company Restricted Shar

Company Rights Agreeme

Company SEC Documen

Company Shareholder Approy

Company Stock Optio
Company Stock Plar
Company
Confidentiality Agreemer
Contracts

control

Debt Commitment Lettel
Debt Financing

Debt Offer

Deferred Equity Unit:
Effective Time

End Date
Environmental Law
Equity Commitment Lette
ERISA Affiliate
ERISA

Exchange Ac
Exchange Fun

Filed SEC Document
Financing Commitment
Financing

GAAP

Governmental Entit
Guarantet

Guarantol

Hazardous Substan
High Yield Financincg
HSR Act

IRS

Indebtednes
Indemnified Party
Indenture

Intellectual Propert
Knowledge

Law

Laws

Lien

Marketing Perioc
Material Contrac
Merger Consideratio
Merger Suk

Merger

New Financing Commitmen

Section 5.4(¢
Section 3.1(c
Section 5.3(k
Section 3.7(k
Section 2.3(k
Section 3.2
Section 3.5(¢
Section 3.1
Section 2.3(¢
Section 8.15(«
Preambl
8.15(d
Section 8.15(¢
Section 8.15(¢
Section 4.
Section 4.
Section 5.11(¢
Section 2.3(c
Section 1.

Section 7.1(b)(

Section 3.8(k
Section 4.
Section 3.9(c
Section 3.9(¢
Section 3.4(k
Section 2.2(z
Article 111
Section 4.
Section 4.
Section 3.5(k
Section 3.4(k
Recitals
Recital
Section 3.8(c
Section 4.
Section 3.4(t
Section 3.9(c

Section 5.1(b)(viii

Section 5.8(k
Section 5.11(¢
Section 3.1
Section 8.15(
Section 3.7(¢
Section 3.7(¢
Section 3.4(c
Section 5.9(¢
Section 3.1
Section 2.1(z
Preambl
Recitals
Section 5.9(¢




New Plans

Notes

Offer Documentt

Old Plans

orders

Parent Approval
Parent Disclosure Lett
Parent Termination Fe
Parent

Parent Material Adverse Effe

Paying Agen

person

Persor

Preferred Stoc

Proxy Statemer
RSUs
Recommendatio
Regulatory Law
Remaining Share
Representative
Required Informatiol
Rights
Sarbane-Oxley Act
SEC

Securities Ac

Series A Preferred Stou
Series B Preferred Sto
Share

Significant Subsidiar
Subsidiaries

Superior Propost
Surviving Corporatior
Tax Returr

Tax

Taxes

TBCA

Termination Date
Termination Fet
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Section 5.4(k
Section 5.11(z
Section 5.11(k

Section 5.4(k
Section 8.15(¢

Section 4.2(k

Article IV
Section 7.2(k
Preambl
Section 8.15(t

Section 2.2(z
Section 8.15(
Section 8.15(

Section 3.2(¢

Section 3.1

Section 2.3(k

Section 3.4(z

Section 5.5(¢

Section 2.1(z

Section 5.2(¢

Section 5.9(k

Section 3.2(¢

Section 3.5(¢

Section 3.5(¢

Section 3.5(¢

Section 3.2(c

Section 3.2(z

Section 2.1(z

Section 3.

Section 8.15(

Section 5.2(f

Section 1.
Section 3.14(b)(
Section 3.14(b)(
Section 3.14(b)(
Section 1.
Section 5.1(¢
Section 7.2(a)(iii




IN WITNESS WHEREOF, the parties hereto heaesed this Agreement to be duly executed andatelil as of the date first above

written.

BUCK HOLDINGS, L.P.

By: BUCK HOLDINGS, LLC, its
general partner

By: /s/ MICHAEL M. CALBERT

Name: Michael M. Calbe
Title: Presiden

BUCK ACQUISITION CORP.

By: /s/ MICHAEL M. CALBERT

Name: Michael M. Calbe
Title: Presiden

DOLLAR GENERAL CORPORATION

By: /s/ DAVID A. PERDUE

Name: David A. Perdu
Title: Chief Executive Office

[Merger Agreement Signature Page]
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Annex B

LAZARD LAZARD FRERES & CO. LLC
30 ROCKEFELLER PLAZA
NEW YORK, NY 1002C
PHONE 212-632-6000
WWW.LAZARD.COM

March 11, 200

The Board of Directors
Dollar General Corporation
100 Mission Ridge
Goodlettsville, TN 37072

Dear Members of the Board:

We understand that Buck Holdings, L.P. (&a#"), Buck Acquisition Corp., a wholly-owned sidary of Parent ("Merger Sub"), and
Dollar General Corporation (the "Company") proptisenter into an Agreement and Plan of Merger Bgreement"), pursuant to which,
among other things, Merger Sub will be merged aitd into the Company, with the Company continuisgh& surviving corporation in the
merger and a wholly-owned subsidiary of Parent (Merger"). Pursuant to the Merger, each shareoafroon stock, par value $0.50 per
share, of the Company ("Company Common Stock"eidsnd outstanding immediately prior to the effectime of the Merger (other than
(i) any shares of Company Common Stock held bydargct or indirect wholly owned subsidiary of ther@pany and (ii) any Cancelled
Shares), together with the associated Rights, beadlutomatically converted into the right to reee$22.00 in cash (the "Merger
Consideration™). The terms and conditions of thedée are set out more fully in the Agreement. Gajzied terms not otherwise defined
herein shall have the meaning assigned theretwi\greement.

You have requested our opinion as of the Hareof as to the fairness, from a financial pofrview, to the holders of Company
Common Stock, other than Parent and its affiliadéshe Merger Consideration to be paid to suclléxd in the Merger. In connection with
this opinion, we have:

() Reviewed the financial terms and conditions ofAlgeeement;
(i) Analyzed certain publicly available historical mess and financial information relating to the Camy
(i)  Reviewed various financial forecasts and other gedgided to us by the management of the Compadating to its business;

(iv)  Held discussions with members of the senior managéwt the Company with respect to the businesganspects of the
Company;

(v) Reviewed public information with respect to certather companies in lines of business we belieyetgenerally comparable
to the business of the Company;

(vi)  Reviewed the financial terms of certain businesslmoations involving companies in lines of businegsbelieve to be
generally comparable to those of the Company amdher industries generally;

(vii)  Reviewed the historical stock prices and tradinlgimes of the Company Common Stock; and

(vii)  Conducted such other financial studies, analysdsrarestigations as we deemed appropriate.
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We have relied upon the accuracy and campéss of the foregoing information, and have ssumed any responsibility for any
independent verification of such information or amgependent valuation or appraisal of any of teets or liabilities of the Company or
concerning the solvency or fair value of the Conypamd have not been furnished with any such valnatr appraisal. With respect to
financial forecasts, we have assumed that they haga reasonably prepared on bases reflectingestechrrently available estimates and
judgments of the management of the Company astéutbre financial performance of the Company. \&&uae no responsibility for al
express no view as to such forecasts or the assmspin which they are based. In rendering ouriopirwe were only authorized to solicit a
limited number of parties regarding a potentiahs@ction with respect to the Company.

Further, our opinion is necessarily base@conomic, monetary, market and other conditiens &ffect on, and the information made
available to us as of, the date hereof. We assumesponsibility for updating or revising our oinibased on circumstances or events
occurring after the date hereof.

In rendering our opinion, we have assurhadl the Merger will be consummated on the termsrie=d in the Agreement, without any
waiver or modification of any material terms or diions of the Agreement by the Company. We havihér assumed that obtaining the
necessary regulatory approvals and contractuakcesigor the Merger will not have an adverse effecthe Company or the Merger. In
addition, we have assumed that the representadimhsvarranties contained in the Agreement andgadieanents related thereto are true and
complete. We do not express any opinion as to axpit other consequences that might result fronMerger, nor does our opinion address
any legal, tax, regulatory or accounting mattesgoavhich we understand that the Company hasralauch advice as it deemed necessary
from qualified professionals. We do not express @pipion as to the price at which shares of Compaoaynmon Stock may trade at any time
subsequent to the announcement of the Merger.

Lazard Freres & Co. LLC ("Lazard") is acfias investment banker to the Company in conneutitinthe Merger and will receive a fee
for its services, a portion of which we will receiupon rendering this opinion, and another poribwhich is payable upon consummation of
the Merger. Also, we may have from time to timetia past provided, and may currently or in theriforovide, investment banking services
to Kohlberg, Kravis Roberts & Co. or its affiliates to one or more of their respective portfoliomganies, for which we have received or
may receive customary fees. In addition, in themangy course of their respective businesses, atffi of Lazard and LFCM Holdings LLC |
entity indirectly owned in large part by managinigedtors of Lazard) may actively trade securitiethe Company for their own accounts and
for the accounts of their customers and, accorgimghy at any time hold a long or short positiosirch securities.

Our engagement and the opinion expresseinhare for the benefit of the Company's Boar®inéctors in connection with its
consideration of the Merger. Our opinion does mioirass the relative merits of the Merger as comptr®ther business strategies or
transactions that might be available with respe¢hé Company or the underlying business decisjotiné Company to engage in the Merger,
and is not intended to and does not constitute@menendation to any holder of Company Common Sasdio how such holder should vote
with respect to the Merger or any matter relatimgy¢to.
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Based on and subject to the foregoing, efthe opinion that, as of the date hereof Mieeger Consideration to be paid to holders of
Company Common Stock, other than Parent and il&atds, in the Merger is fair to such holders frarfinancial point of view.

Very truly yours,
LAZARD FRERES & CO. LLC

By: /s/ ALBERT GARNER

Albert Garner
Managing Directo
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DOLLAR
GENERAL

100 MISSION RIDGE
GOODLETTSVILLE, TN
370722170

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instrustiand for electronic delive
of information up until 11:59 P.M. Eastern Dayligfime on [ ], 2007. Hav
your proxy card in hand when you access the wetssitl follow the
instructions to obtain your records and to createlactronic voting instructio
form.

VOTE BY PHONE -1-80C- 69C-6903

Use any touch-tone telephone to transmit your gatistructions up until 11:59 P.M. Eastern
Daylight Time on [ ], 2007. Have youopy card in hand when you call and then follow the
instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return thie postage-paid envelope we have provided or
return it to Dollar General Corporation, c/o Bradde,

51 Mercedes Way, Edgewood, NY 117

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS: DOLLAR KEEP THIS PORTION FOR YOUR RECORL

DETACH AND RETURN THIS PORTION ONL®

THIS PROXY CARD IS VALID ONLY WHEN SIGNED.

DOLLAR GENERAL CORPORATION

THE BOARD OF DIRECTORS RECOMMENDS A VOTE

“FOR” ITEMS 1 AND 2.

For Against Abstain
Proposal 1 —Approval of the Agreement and Plan of Mer O O O
Proposal 2— Adjournment and Postponement of the Special Me O O O

For address changes and/or comments, please dhieddok and write them on the back O

where indicatec

Please indicate if you plan to attend this meer | I

Yes No

Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owner: Date




Whether or not you expect to be physically preserdt the annual meeting, please vote your proxy as@o as possible. You may vote your prox
electronically, by phone or via Internet accordingto the instructions on the enclosed card, or signiate and return the enclosed printed proxy card in
the enclosed business reply envelope. No postagaasessary if the proxy is mailed within the Unitedtates. You may revoke the proxy at any time
before it is voted.

DOLLAR GENERAL CORPORATION

Proxy Solicited by and on behalf of the Board of Dectors for the
Special Meeting of Shareholders to be held on [, 2007

The undersigned shareholder of Dollar General Gatjmn, a Tennessee corporation (the “Companytelhyeacknowledges receipt of the notice of special
meeting of shareholders and proxy statement datdgdZ007, and hereby appoints Susan S. LanigdrEanma Jo Kauffman, or either of them, proxies and
attorneys-in-fact, with full power to each of suhagion, on behalf and in the name of the undemsifjrio represent the undersigned at the annualrmgest
shareholders of the Company to be held on [ 2097, at[ ] A.M., localtime,[ ], ard any adjournment(s) thereof, and to vote allehaf common
stock which the undersigned would be entitled teeyid then and there personally present, on thitemsaset forth on the reverse side of this praxyglcThe
shares will be voted in accordance with your irdtams. If no choice is specified, shares will be votedOR” approval of the Merger Agreement and
“FOR” approval to adjourn or postpone the Special Meeting.

Address Changes/Comments

(If you noted any Address Changes/Comments abdeas@ mark corresponding box on the reverse side.)
IMPORTANT - This Proxy is continued and must be signed on theverse side

QuickLinks

100 Mission Ridge Goodlettsville, Tennessee 37072

Dollar General Corporation 100 Mission Ridge Gotidiglle, Tennessee 37072 NOTICE OF SPECIAL MEETIRG SHAREHOLDERS
To Be Held On [ ], 2007
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