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

FORM 10-Q

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

For the quarterly period ended July 29, 2005
Commission file number: 00111421

DOLLAR GENERAL CORPORATION
(Exact name of Registrant as Specified in Its Girart

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

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

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

Indicate by check mark whether the Registrant: hél filed all reports required to be filed by $acttl3 or 15
(d) of the Securities Exchange Act of 1934 durihg preceding 12 months (or for such shorter petiad the
Registrant was required to file such reports), @)dchas been subject to such filing requirementgte past 90 day

Yes [X] No[ ]

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

Indicate by check mark whether the Registrant shell company (as defined in Rule 12wf the Exchang
Act). Yes[ ] No [X]

The number of shares of common stock outstandingumust 22, 2005 was 320,992,913.




ITEM 1.

PART I—FINANCIAL INFORMATION

FINANCIAL STATEMENTS

(In thousands)

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

July 29, January 28,
2005 2005
ASSETS (Unaudited)
Current assets:
Cash and cash equivalents $ 145,950 232,830
Short-term investments - 42,925
Merchandise inventories 1,460,70C 1,376,537
Deferred income taxes 33,708 24,908
Prepaid expenses and other current assets 58,305 53,702
Total current assets 1,698,663 1,730,902
Net property and equipment 1,121,697 1,080,838
Other assets, net 20,006 29,264
Total assets $ 2,840,36€ 2,841,004
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations 9,561 12,860
Accounts payable 462,697 409,327
Accrued expenses and other 347,606 333,889
Income taxes payable 49,504 69,616
Total current liabilities 869,368 825,692
Long-term obligations 255,445 258,462
Deferred income taxes 67,736 72,385
Shareholders’ equity:
Preferred stock - -
Common stock 160,630 164,086
Additional paid-in capital 447,617 421,600
Retained earnings 1,046,65C 1,102,457
Accumulated other comprehensive loss (883) (973)
1,654,014 1,687,17C
Other shareholders’ equity (6,197 (2,705
Total shareholders’ equity 1,647,817 1,684,465
Total liabilities and shareholders’ equity $ 2,840,366 2,841,004

See notes to condensed consolidated financialrstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)
(In thousands except per share amounts)

For the 13 weeks ended

For the 26 weeks ended

July 29, July 30, July 29, July 30,
2005 2004 2005 2004

Net sales $ 2,066,016 1,836,243 4,043,845 3,584,202
Cost of goods sold 1,474,486 1,299,263 2,888,96€ 2,534,972
Gross profit 591,530 536,980 1,154,879 1,049,230
Selling, general and administrative 470,460 428,854 926,888 826,554
Operating profit 121,070 108,126 227,991 222,676
Interest income (2,156, (1,404 (4,772 (3,406,
Interest expense 7,344 5,445 13,312 13,889
Income before income taxes 115,882 104,085 219,451 212,193
Income taxes 40,324 32,763 78,993 73,022
Net income $ 75,558 71,322 140,458 139,171
Earnings per share:

Basic $ 0.23 0.22 0.43 0.42

Diluted $ 0.23 0.22 0.43 0.42
Weighted-average common shares

outstanding:

Basic 323,836 327,799 326,022 330,954

Diluted 326,340 330,298 328,779 333,778
Dividends per share $ 0.045 0.040 0.085 0.080

See notes to condensed consolidated financialnstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

For the 26 weeks ended

July 29, July 30,
2005 2004
Cash flows from operating activities:
Net income $ 140,458 139,171
Adjustments to reconcile net income to net cashigea by
operating activities:
Depreciation and amortization 90,316 80,697
Deferred income taxes (13,449 29,017
Tax benefit from stock option exercises 3,810 3,684
Change in operating assets and liabilities:
Merchandise inventories (84,163 (222,402
Prepaid expenses and other current assets (4,603 (2,159
Accounts payable 62,213 60,971
Accrued expenses and other 14,391 8,172
Income taxes payable (20,165 (26,295
Other 10,208 (16,268
Net cash provided by operating activities 199,016 54,588
Cash flows from investing activities:
Purchases of property and equipment (139,594 (134,453
Purchases of short-term investments (30,250 (149,425
Sales of short-term investments 73,175 206,850
Proceeds from sales of property and equipment 822 90
Net cash used in investing activities (95,847 (76,938
Cash flows from financing activities:
Repayments of long-term obligations (8,183 (8,419
Payment of cash dividends (27,596 (26,448
Proceeds from exercise of stock options 18,441 14,285
Repurchases of common stock (172,755 (169,391
Other financing activities 44 (970)
Net cash used in financing activities (190,049 (190,943
Net decrease in cash and cash equivalents (86,880 (213,293
Cash and cash equivalents, beginning of period 232,830 345,899
Cash and cash equivalents, end of period $ 145,950 132,606
Supplemental schedule of noncash investing andding activities:
Purchases of property and equipment awaiting psing$or payment,
included in Accounts payable $ 4,078 5,366
Purchases of property and equipment under cap#akl obligations $ 1,845 1,364

See notes to condensed consolidated financialns&tes.




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

1. Basis of presentation and accounting policies
Basis of presentation

The accompanying unaudited condensed consolidatadcial statements of Dollar General Corporatithre
“Company”) have been prepared in accordance witB. [denerally accepted accounting principles (“GAARY
interim financial information and are presentedatordance with the requirements of Form 10-Q ani¢ R0O1 of
Regulation SX. Such financial statements consequently do nolude all of the disclosures normally requirec
GAAP or those normally made in the Company’s AnnBaport on Form 16. Accordingly, the reader of tt
Quarterly Report on Form 10-Q should refer to thmm@any’s Annual Report on Form X0{for the year ende
January 28, 2005 for additional information.

The accompanying condensed consolidated finantaé&ments have been prepared in accordance wi
Company’s customary accounting practices and hatebeen audited. In managementpinion, all adjustmer
(which are of a normal recurring nature) necessarya fair presentation of the consolidated finahgosition an
results of operations for the 13-week and 26-weslods ended July 29, 2005 and July 30, 2004 haee made.

Certain prior amounts have been reclassified tdoconto the current period presentation. Ongoistineate
of inventory shrinkage and initial markups and ndaskns are included in the interim cost of goodsl s@llculatior
Because the Comparsybusiness is moderately seasonal, the resuliati&rm periods are not necessarily indica
of the results to be expected for the entire year.

Accounting pronouncements

In December 2004, the Financial Accounting StanslaBdard (“FASB”) issued Statement of Financ
Accounting Standards (“SFAS”) No. 123R, “Share-Bagayment,”which will require all companies to meas
compensation cost for all sharased payments (including employee stock option&iavalue. This new stand:
will generally be effective for public companies later than their first fiscal year that beginseaffune 15, 200
Companies can adopt the new standard in one ofways: (i) the modified prospective application,vitnich ¢
company would recognize sharased employee compensation cost from the begirofitige fiscal period in whic
the recognition provisions are first applied athé fair-valuebased accounting method had been used to accaouail
employee awards granted, modified, or settled #fieeffective date and to any awards that werduligtvested as (
the effective date; or (ii) the modified retrospeetapplication, in which a company would recogneaploye:
compensation cost for periods presented prior éoatioption of SFAS No. 123R in accordance with dhginal
provisions of SFAS No. 123 “Accounting for Stockg€ga Compensation,pursuant to which an entity wol
recognize employee compensation cost in the amaaptated in the pro forma disclosures provide@éecsordanc
with SFAS No. 123.




The Company expects to adopt SFAS No. 123R duheditst quarter of 2006 using the modified prospe
application, and expects to incur incremental 8gJligeneral and administrative expense associatedive adoptio
of approximately $8 million to $16 million in 20066FAS 123(R) also requires the benefits of taxudgdns in exce:
of recognized compensation cost to be reported fasaacing cash flow, rather than as an operatiaghcflow a
required under current literature. This requiremeititreduce net operating cash flows and incresefinancing cas
flows in periods after adoption. While the Compa&aynot estimate what those amounts will be in titeré (becaus
they depend on, among other things, when emploggercise stock options), the amount of operatingh déows
recognized in the accompanying condensed consetldgtatement of cash flows for such excess taxafiets wer
$3.8 million for the 26wxeek period ended July 29, 2005 and were $9.7anifior all of fiscal 2004. See Note 5 to
Condensed Consolidated Financial Statements farlodisre of the pro forma effects of stock optiorargs a
determined using the methodology prescribed unB&SSNo. 123.

2. Comprehensive income
Comprehensive income consists of the followingliousands):
13 Weeks Ended 26 Weeks Ended
July 29, July 30, July 29, July 30,
2005 2004 2005 2004

Net income $ 75,558 $ 71,322 $ 140,458 $ 139,171
Reclassification of net loss on derivatives 45 54 90 107
Comprehensive income $ 75,603 $ 71,376 $ 140,548 $ 139,278

3. Earnings per share

The amounts reflected below are in thousands exmepdhare data.

13 Weeks Ended July 29, 2005

13 Weeks Ended July 30, 2004

Net Per Share Net Per Share
Income Shares Amount Income Shares Amount
Basic earnings per share $75,55¢ 323,83t $ 0.23 $ 71,322 327,79¢ % 0.22
Effect of dilutive stock options 2,504 2,49¢
Diluted earnings per share $ 75,55¢ 326,34( $ 0.23 $ 71,32 330,29¢ $ 0.22
26 Weeks Ended July 29, 2005 26 Weeks Ended July 30, 2004
Net Per Share Net Per Share
Income Shares Amount Income Shares Amount
Basic earnings per share 0,458 326,022 $ 0.43 $ 139,171 330,954 $ 0.42
Effect of dilutive stock options 2,757 2,824
Diluted earnings per share $ 140,458 328,779 $ 0.43 $ 139,171 333,778 % 0.42

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




4, Commitments and contingencies
Legal proceedings

On March 14, 2002, a complaint was filed in the tediStates District Court for the Northern Distraf
Alabama (Edith Brown, on behalf of herself and others sinylaituated v. Dolgencorp. Inc., and Dollar Genk
Corporation, CV02-C-0673-W (“Brown” )) to commence a collective action against the Compamyehalf ¢
current and former salaried store managers. Thel@ont alleges that these individuals were emtite overtime pa
and should not have been classified as exempt gegdounder the Fair Labor Standards Act (“FLSAPJaintiffs
seek to recover overtime pay, liquidated damagedadatory relief and attorneys’ fees.

On January 12, 2004, the court certified aninptlass of plaintiffs consisting of all personsmayed by th
Company as store managers at any time since Mdrch999, who regularly worked more than 50 hoursymek an
either: (1) customarily supervised less than tw@legees at one time; (2) lacked authority to hiredscharg
employees without supervisor approval; or (3) somest worked in nomranagerial positions at stores other thai

one he or she managed. The Company’s attemptpeaphis decision on a discretionary basis tolthd Circuit
Court of Appeals was denied.

Notice was sent to prospective class members andedhdline for individuals to opt in to the lawsuas Ma
31, 2004. Approximately 5,000 individuals opted ihe Court has entered a scheduling order thaérgs thi
discovery and remaining phases of the case.

Three additional lawsuitg;ina Depasquales v. Dollar General Cof&outhern District of Georgia, Savan
Division, CV 404-096, filed May 12, 2004iKaren Buckley v. Dollar General CorfSouthern District of Ohio, C-2-
04-484, filed June 8, 2004), asdheila Ann Hunsucker v. Dollar General Corp. et(#estern District of Oklahom
Civ-04-165-R, filed February 19, 2004), were fileskerting essentially the same claims a$Btioavn case, and we
subsequently consolidated in the Northern DistifcAlabama where thBrown litigation is pending. The plaintiffs
the Depasqualesand theHunsuckerlawsuits have since dismissed their cases and optedhe Brown case. Th
Company believes that the consolidation will ndeetf the scheduling order or extend any of the lieesl in the
Browncase.

The Company believes that its store managers ar&ave been properly classified as exempt employeds
the FLSA and that the action is not appropriatecitective action treatment. The Company intetalsigoroush
defend the action. However, no assurances carvba that the Company will be successful in defagadhis actio
on the merits or otherwise, and, if not, the resotucould have a material adverse effect on then@any’s financia
statements as a whole.

In addition to the matters described in the prewggiaragraph, the Company is involved in otherllagaon:
and claims arising in the ordinary course of bussnd’he Company currently believes that such ditigation anc
claims, both individually and in the aggregate,| We resolved without a material effect on the Camys financia
statements as a whole. However, litigation invselaa element of uncertainty. Future developmemitdccause these




actions or claims to have a material adverse effethe Company’s financial statements as a whole.

5. Stock-based compensation

The Company accounts for stock option grants irom@nce with Accounting Principles Board Opinion.
25, “Accounting for Stock Issued to Employees” (‘B\No. 25”), and related interpretations. Under APB No.
compensation expense is generally not recognizegldms in which the exercise price of the stockans equals tr
market price of the underlying stock on the datgmint and the number of shares subject to exeisired. Hau
compensation cost for the Company’s stbelsed compensation plans been determined basduk dairt value at tt
grant date for awards under these plans consigiéimtthe methodology prescribed under SFAS No. 1#3,incom
and earnings per share would have been equivaehétpro forma amounts indicated in the followiagle:

13 Weeks Ended 26 Weeks Ended
July 29, July 30, July 29, July 30,
(Amounts in thousands except per share data) 2005 2004 2005 2004
Net income - as reported $ 75,558 $ 71,322 $ 140,458 $ 139,171
Less pro forma effect of stock option grants,
net of tax 2,115 2,366 4,701 5,904

Net income - pro forma $ 73,443 $ 68,956 $ 135,757 $ 133,267
Earnings per share - as reported

Basic $ 0.23 $ 0.22 $ 0.43 $ 0.42

Diluted $ 0.23 $ 0.22 $ 0.43 $ 0.42
Earnings per share - pro forma

Basic $ 0.23 $ 0.21 $ 0.42 $ 0.40

Diluted $ 0.23 $ 0.21 $ 0.41 $ 0.40

There were no stock options granted during the reb@uarter of 2005. The fair value of options t¢ea
during the second quarter of 2004 was $6.27 paeshhe fair value of options granted during tiéev&eks ende
July 29, 2005 and July 30, 2004 was $6.56 and $iet4hare, respectively. The fair value of eaockksbption grar
was estimated on the date of grant using the B&atieles option pricing model with the following as®tions:

13 Weeks Ended 26 Weeks Ended
July 29, July 30, July 29, July 30,
2005 (a) 2004 2005 2004
Expected dividend yield - 0.9% 0.9 % 0.9%
Expected stock price volatility - 35.2% 27.4% 35.9%
Weighted average risk-free interest rate - 3.8% 4.3 % 3.2%
Expected life of options (years) - 5.0 5.0 4.6

(a) No stock options were granted during the 13ks@mded July 29, 2005

6. Income taxes

The effective income tax rates for the 13 weeksdntuily 29, 2005 and July 30, 2004 were 34.8% 4rnbP3
respectively, and for the 26 weeks ended July @052nd July 30,




2004 were 36.0% and 34.4%, respectively. The fi268b periods have benefited primarily from theuetwbn of the
Companys estimated effective annual rate from 36.9% td%@6during the second quarter of 2005, due in @Ak
state investment tax credit resulting from the Canys investment in its Indiana distribution centerd fom benefit
resulting from an internal corporate reorganizatiddditionally, the fiscal 2005 periods have betesfj to a less
degree, from favorable reductions in certain cayamt income tax-related liabilities.

During the fiscal 2004 periods, as previously dised, the Company recorded a net reduction inio
contingent income tarelated liabilities and the related interest aclsrulue to a change in its probability assess
(as described in SFAS No. 5, “Accounting for Cogéncies”) that the likelihood of certain potentiatome tax-
related exposure items would translate into adutake liabilities. The probability assessment ajethin the secotl
quarter of 2004 as a result of two state incomeetearminations pertaining to certain prior year meotax return:
Those adjustments resulted in favorable impactsppfoximately $6.2 million to the 13-week and 26elweeriods’
income tax provisions for fiscal 2004, net of tkeddral income tax effect, and $2.0 million to par-interest expens
in the accompanying condensed consolidated statsneérincome. These adjustments had the effechafeasin
fully diluted earnings per share by approximatedyO® per share in the 13-week andvéek periods ended July
2004.

7. Repurchases of common stock

On November 30, 2004, the Board of Directors autledrthe Company to repurchase up to 10 milliorres
of its outstanding common stock. Purchases may d#denmn the open market or in privately negotiatadhgaction
from time to time subject to market conditions. Thijective of the share repurchase program is toarec
shareholder value by purchasing shares at a phiate groduces a return on investment that is greti@n th
Company's cost of capital. Additionally, share mepases generally will be undertaken only if sualchases result
an accretive impact on the Company's fully dilut@dnings per share calculation. This authorizagiquires Novemb
30, 2005. During the first 26 weeks of fiscal 200t Company purchased approximately 8.4 millicawrss pursua
to this authorization at a cost of $172.8 milliét.July 29, 2005, the Company had approximatelyriilion share
remaining pursuant to this authorization.

8. Segment reporting

The Company manages its business on the basiseofamortable segment. As of July 29, 2005, altha
Companys operations were located within the United Stateity the exception of an immaterial Hong K
subsidiary formed to assist in the process of irpgrcertain merchandise that began operations0@42 The
following data is presented in accordance with SM& 131, Disclosures about Segments of an Enterprise
Related Information.”




13 Weeks Ended 26 Weeks Ended

July 29, July 30, July 29, July 30,
(In thousands) 2005 2004 2005 2004
Classes of similar products:
Net sales:

Highly consumable $1,351,796 $ 1,167,324 $ 2,673,102 $ 2,281,718

Seasonal 317,544 290,893 592,839 551,331

Home products 215,132 208,153 426,884 422,926

Basic clothing 181,544 169,873 351,020 328,227

$ 2,066,016 $ 1,836,243 $ 4,043,845 $ 3,584,202

9. Guarantor subsidiaries

All of the Company’s subsidiaries, except for itd-for-profit subsidiary the assets and revenues of ware
not material (the “Guarantors”), have fully and anditionally guaranteed on a joint and severaldbtds Company
obligations under certain outstanding debt oblaai Each of the Guarantors is a direct or intlivédeolly ownec
subsidiary of the Company. In order to participasea subsidiary guarantor on certain of the Coryigafinancing
arrangements, a subsidiary of the Company haseghieto a letter agreement with certain state aguy agencies
maintain a minimum balance of stockholders’ eqoit$50 million in excess of the Compasydebt it has guarante
or $500 million as of July 29, 2005. The subsigiaf the Company was in compliance with such agesgras of Jul
29, 2005.

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




As of July 29, 2005

DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 62,615 $ 83,335 - $ 145,950
Short-term investments - - - -
Merchandise inventories - 1,460,700 - 1,460,700
Deferred income taxes 10,734 22,974 - 33,708
Prepaid expenses and other current
assets 40,323 1,949,196 (1,931,214 58,305
Total current assets 113,672 3,516,205 (1,931,214 1,698,663
Property and equipment, at cost 190,636 1,873,060 - 2,063,696
Less accumulated depreciation and
amortization 87,720 854,279 - 941,999
Net property and equipment 102,916 1,018,781 - 1,121,697
Other assets, net 3,595,780 52,506 (3,628,280 20,006
Total assets $ 3,812,368 $ 4,587,492 (5,559,494 $ 2,840,366
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term
obligations $ 1,216 $ 8,345 - $ 9,561
Accounts payable 1,939,392 453,519 (1,930,214 462,697
Accrued expenses and other 27,022 320,584 - 347,606
Income taxes payable - 50,504 (1,000 49,504
Total current liabilities 1,967,630 832,952 (1,931,214 869,368
Long-term obligations 191,303 1,345,702 (1,281,560 255,445
Deferred income taxes 5,618 62,118 - 67,736
Shareholders’ equity:
Preferred stock - - - -
Common stock 160,630 23,853 (23,853 160,630
Additional paid-in capital 447,617 1,243,468 (1,243,468 447,617
Retained earnings 1,046,650 1,079,399 (1,079,399 1,046,650
Accumulated other comprehensive
loss (883) - - (883)
1,654,014 2,346,720 (2,346,720 1,654,014
Other shareholders’ equity (6,197, - - (6,197)
Total shareholders’ equity 1,647,817 2,346,720 (2,346,720 1,647,817
Total liabilities and shareholders’ equity $ 3,812,368 $ 4,587,492 (5,559,494 $ 2,840,366
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As of January 28, 2005

DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 127,170 $ 105,660 - $ 232,830
Short-term investments 42,425 500 - 42,925
Merchandise inventories - 1,376,537 - 1,376,537
Deferred income taxes 10,024 14,884 - 24,908
Prepaid expenses and other current
assets 23,305 1,740,029 (1,709,632 53,702
Total current assets 202,924 3,237,610 (1,709,632 1,730,902
Property and equipment, at cost 184,618 1,755,717 - 1,940,335
Less accumulated depreciation and
amortization 78,661 780,836 - 859,497
Net property and equipment 105,957 974,881 - 1,080,838
Other assets, net 3,376,578 58,373 (3,405,687 29,264
Total assets $ 3,685,459 $ 4,270,864 (5,115,319 $ 2,841,004
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term
obligations $ 4,399 $ 8,461 - $ 12,860
Accounts payable 1,763,024 355,904 (1,709,601 409,327
Accrued expenses and other 37,378 296,511 - 333,889
Income taxes payable - 69,647 (31) 69,616
Total current liabilities 1,804,801 730,523 (1,709,632 825,692
Long-term obligations 190,769 1,261,998 (1,194,305 258,462
Deferred income taxes 5,424 66,961 - 72,385
Shareholders’ equity:
Preferred stock - - - -
Common stock 164,086 23,853 (23,853 164,086
Additional paid-in capital 421,600 1,243,468 (1,243,468 421,600
Retained earnings 1,102,457 944,061 (944,061 1,102,457
Accumulated other comprehensive
loss (973) - - (973)
1,687,170 2,211,382 (2,211,382 1,687,170
Other shareholders’ equity (2,705) - - (2,705)
Total shareholders’ equity 1,684,465 2,211,382 (2,211,382 1,684,465
Total liabilities and shareholders’ equity $ 3,685,459 $ 4,270,864 (5,115,319 $ 2,841,004
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For the 13 weeks ended

July 29, 2005
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 43,547 $ 2,066,016 $ (43,547 $ 2,066,016
Cost of goods sold - 1,474,486 - 1,474,486
Gross profit 43,547 591,530 (43,547 591,530
Selling, general and administrative 38,119 475,888 (43,547 470,460
Operating profit 5,428 115,642 - 121,070
Interest income (1,578, (578) - (2,156)
Interest expense 5,046 2,298 - 7,344
Income before income taxes 1,960 113,922 - 115,882
Income taxes (658) 40,982 - 40,324
Equity in subsidiaries’ earnings, net of
taxes 72,940 - (72,940 -
Net income $ 75,558 $ 72,940 $ (72,940 $ 75,558
For the 13 weeks ended
July 30, 2004
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 45,197 $ 1,836,243 $ (45,197 $ 1,836,243
Cost of goods sold - 1,299,263 - 1,299,263
Gross profit 45,197 536,980 (45,197 536,980
Selling, general and administrative 38,510 435,541 (45,197 428,854
Operating profit 6,687 101,439 - 108,126
Interest income (404) (1,000 - (1,404)
Interest expense 4,298 1,147 - 5,445
Income before income taxes 2,793 101,292 - 104,085
Income taxes 1,158 31,605 - 32,763
Equity in subsidiaries’ earnings, net of
taxes 69,687 - (69,687 -
Net income $ 71,322 $ 69,687 $ (69,687 $ 71,322
For the 26 weeks ended
July 29, 2005
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 89,581 $ 4,043,845 $ (89,581 $ 4,043,845
Cost of goods sold - 2,888,966 - 2,888,966
Gross profit 89,581 1,154,879 (89,581, 1,154,879
Selling, general and administrative 75,340 941,129 (89,581, 926,888
Operating profit 14,241 213,750 - 227,991
Interest income (3,946, (826) - (4,772)
Interest expense 10,130 3,182 - 13,312
Income before income taxes 8,057 211,394 - 219,451
Income taxes 2,936 76,057 - 78,993
Equity in subsidiaries’ earnings, net of
taxes 135,337 - (135,337 -
Net income $ 140,458 $ 135,337 $ (135,337 $ 140,458
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For the 26 weeks ended

July 30, 2004
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 89,729 $ 3,584,202 $ (89,729 $ 3,584,202
Cost of goods sold - 2,534,972 - 2,534,972
Gross profit 89,729 1,049,230 (89,729 1,049,230
Selling, general and administrative 74,874 841,409 (89,729 826,554
Operating profit 14,855 207,821 - 222,676
Interest income (1,437, (1,969; - (3,406)
Interest expense 9,113 4,776 - 13,889
Income before income taxes 7,179 205,014 - 212,193
Income taxes 3,073 69,949 - 73,022
Equity in subsidiaries’ earnings, net of
taxes 135,065 - (135,065 -
Net income $ 139,171 $ 135,065 $ (135,065 $ 139,171
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For the 26 weeks ended

July 29, 2005
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income 140,458 $ 135,337 $ (135,337 140,458
Adjustments to reconcile net income to
net cash provided by (used in)
operating activities:
Depreciation and amortization 10,848 79,468 - 90,316
Deferred income taxes (516) (12,933 - (13,449
Tax benefit from stock option
exercises 3,810 - - 3,810
Equity in subsidiaries’ earnings, net (135,337 - 135,337 -
Change in operating assets and
liabilities:
Merchandise inventories - (84,163 - (84,163
Prepaid expenses and other
current assets 2,469 (7,072 - (4,603)
Accounts payable (8,736 70,949 - 62,213
Accrued expenses and other (10,508 24,899 - 14,391
Income taxes (1,022 (19,143 - (20,165,
Other 3,733 6,475 - 10,208
Net cash provided by operating activities 5,199 193,817 - 199,016
Cash flows from investing activities:
Purchases of property and equipment (9,799, (129,795 - (139,594
Purchases of short-term investments (30,250 - - (30,250
Sales of short-term investments 72,675 500 - 73,175
Proceeds from sale of property and
equipment 18 804 - 822
Net cash provided by (used in) investing
activities 32,644 (128,491 - (95,847
Cash flows from financing activities:
Repayments of long-term obligations (3,043, (5,140; - (8,183)
Payment of cash dividends (27,596 - - (27,596,
Proceeds from exercise of stock options 18,441 - - 18,441
Repurchases of common stock (172,755 - - (172,755
Changes in intercompany note balances,
net 82,511 (82,511 - -
Other financing activities 44 - - 44
Net cash used in financing activities (102,398 (87,651, - (190,049
Net decrease in cash and cash equivalents (64,555 (22,325 - (86,880
Cash and cash equivalents, beginning of
period 127,170 105,660 - 232,830
Cash and cash equivalents, end of period$ 62,615 $ 83,335 $ - 145,950
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For the 26 weeks ended

July 30, 2004
DOLLAR GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 139,171 $ 135,065 $ (135,065 139,171
Adjustments to reconcile net income to
net cash provided by operating
activities:
Depreciation and amortization 10,071 70,626 - 80,697
Deferred income taxes 5,084 23,933 - 29,017
Tax benefit from stock option
exercises 3,684 - - 3,684
Equity in subsidiaries’ earnings, net (135,065 - 135,065 -
Change in operating assets and
liabilities: -
Merchandise inventories - (222,402 (222,402
Prepaid expenses and other
current assets (4,016; 1,857 - (2,159)
Accounts payable 4,066 56,905 - 60,971
Accrued expenses and other (8,043, 16,215 - 8,172
Income taxes 8,765 (35,060 - (26,295,
Other (5,698, (10,570 - (16,268
Net cash provided by operating activities 18,019 36,569 - 54,588
Cash flows from investing activities:
Purchases of property and equipment (18,408 (116,045 - (134,453
Purchases of short-term investments (148,925 (500) - (149,425
Sales of short-term investments 206,350 500 - 206,850
Proceeds from sale of property and
equipment 16 74 - 90
Net cash provided by (used in) investing
activities 39,033 (115,971 - (76,938
Cash flows from financing activities:
Repayments of long-term obligations (3,876, (4,543 - (8,419)
Payment of cash dividends (26,448 - - (26,448
Proceeds from exercise of stock options 14,285 - - 14,285
Repurchases of common stock (169,391 - - (169,391
Changes in intercompany note balances,
net (115,138 115,138 - -
Other financing activities (970) - - (970)
Net cash provided by (used in) financing
activities (301,538 110,595 - (190,943
Net increase (decrease) in cash and cash
equivalents (244,486 31,193 - (213,293
Cash and cash equivalents, beginning of
period 285,007 60,892 - 345,899
Cash and cash equivalents, end of period$ 40,521 $ 92,085 $ - 132,606
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Statements/Risk Factors

Except for specific historical information, many thie matters discussed in this report and in theuche@nt
incorporated by reference into this report may egpror imply projections of revenues or expendiuseatements
plans and objectives for future operations, growthinitiatives, statements of future economic perfance, c
statements regarding the outcome or impact of pgnali threatened litigation. These and similarestegnts regardir
events or results which the Company expects withay occur in the future are forwalabking statements concern
matters that involve risks, uncertainties and ofhetors which may cause the actual performandéefCompany 1
differ materially from those expressed or impliegl these statements. All forwatoeking information should [
evaluated in the context of these risks, uncertsrand other factors. The words “believe,” “amtate,” “project,”
“plan,” “expect,” “estimate,” “objective,” “forecas “goal,” “intend,” “will likely result,” or “wil | continue” anc
similar expressions generally identify forwdabking statements. The Company believes the assomspunderlyin
these forwardeoking statements are reasonable; however, anlygeohssumptions could be inaccurate, and ther
actual results may differ materially from thosejpoted in the forwardeoking statements. Factors and risks that
result in actual results differing from such forddooking information include, but are not limited tbhose liste
below, as well as other factors discussed througtiasi document, including without limitation thactors describe
under “Critical Accounting Policies and Estimates, from time to time, in the Compargyfilings with the SEC, pre
releases and other communications.

Readers are cautioned not to place undue relianceforward{ooking statements made herein, since
statements speak only as of the date of this datunidle Company has no obligation, and does riehah to publicl
update or revise any forwardoking statements contained herein to reflect svencircumstances occurring after
date of this document or to reflect the occurrentenanticipated events. Readers are advised, Wienyvéo consu
any further disclosures the Company may make @ta@élsubjects in its documents filed with or fumeis to the SE
or in its other public disclosures.

The Company business is moderately seasonal with the high&sion of sales occurring during the fou
guarter. Adverse events during the fourth quarteuld, therefore, affect the Compasyfinancial statements as
whole. The Company realizes a significant portion ofniét sales and net income during the Christmasgedeasol
In anticipation of the holidays, the Company pas#s substantial amounts of seasonal inventoryhard man
temporary employees. If for any reason the Comzangt sales during the Christmas selling seasoe todall belov
seasonal norms, a seasonal merchandise inventdoglancte could result. If such an imbalance weredour
markdowns might be required to minimize this imbaka The Compang’profitability and operating results could
adversely affected by unanticipated markdowns antess than anticipated sales. Less than anticpsaes in th
Christmas selling season would also negatively ehifee Company’s ability to leverage the incredséar costs.
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Adverse weather conditions or other disruptionpeemlly during the peak Christmas selling seabahalso ¢
other times, could also adversely affect the Comijganet sales and could make it more difficult fax ompany t
obtain sufficient quantities of merchandise fromstippliers.

Competition in the retail industry could limit tl@mpany’s growth opportunities and reduce its padsility .
The Company competes in the discount retail mewtisa business, which is highly competitive. Teosnpetitive
environment subjects the Company to the risk oficed profitability because of the lower prices, #mas the lowe
margins, required to maintain the Compangbmpetitive position. The Company competes witicount stores al
with many other retailers, including mass merchs@dgrocery, drug, convenience, variety and otpecialty store:
These other retail companies operate stores iry mbthe areas where the Company operates. Thep&ayis direc
competitors in the dollar store retail categoryude Family Dollar, Dollar Tree, Fresl’and various local, independ
operators. Competitors from other retail categomelude CVS, Rite Aid, Walgreens, Eckerd, Wt and Kmar
The discount retail merchandise business is sulbjeexcess capacity and some of the Commangmpetitors a
much larger and have substantially greater reseuhan the Company. The competition for custorhassintensifie
in recent years as larger competitors, such asMéal; have moved into the Compasyjeographic markets. T
Company remains vulnerable to the marketing powelr lagh level of consumer recognition of these magtiona
discount chains and to the risk that these chaimdhers could venture into the “dollar storetiustry in a significar
way. Generally, the Company expects an increaseripetition.

The Company financial performance is sensitive to changeeviarall economic conditions that may img
consumer spending A general slowdown in the United States econanay adversely affect the spending of
Companys consumers, which would likely result in lower sales than expected on a quarterly or annual.
Economic conditions affecting disposable consuimarme, such as employment levels, business conditfuel an
energy costs, interest rates, and tax rates, alatladversely affect the Compasyusiness by reducing consu
spending or causing consumers to shift their spgntdi other products.

Existing military efforts, the possibility of wana acts of terrorism, and rising fuel costs couldversel
impact the Company Existing U.S. military efforts, as well as thevolvement of the United States in other mili
engagements, or a significant act of terrorism dB. Joil or elsewhere, could have an adverse ingrathe Compar
by, among other things, disrupting its informatiendistribution systems, causing dramatic increasesiel price:
thereby increasing the costs of doing businessnpeding the flow of imports or domestic productgiie Company.

Rising fuel and energy costs could negatively imdecretionary spending and the Compangbsts of doir
business. A continuing rise in fuel and energy costs couttveasely affect the Comparsy’business by reduci
consumer spending or causing consumers to shiftspending to other products. In addition, contiduncreases
those costs also would increase the Commamgnsportation costs and overall cost of doingirmss and cou
adversely affect the Company’s financial statemasta whole.
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The Company business is dependent on its ability to obtairaetive pricing and other terms from its venc
and on the timely receipt of inventaryThe Company believes that it has generally getations with its vendors a
that it is generally able to obtain attractive prgcand other terms from vendors. If the Compaails fto maintai
good relations with its vendors, it may not be ablebtain attractive pricing with the consequetic its net sales
profit margins would be reduced. The Company migp #ace difficulty in obtaining needed inventomorh its
vendors because of interruptions in production ar dther reasons, which would adversely affect @menpanys
business. Also, prolonged or repeated price ise®af certain raw materials could affect our vesidaroduct cost
and, ultimately, the Company’s profitability.

The efficient operation of the Company’s businesi@avily dependent on its information systenihe
Company depends on a variety of information teabgwlsystems for the efficient functioning of itssmess. Th
Company relies on certain software vendors to raairdnd periodically upgrade many of these systeonthat the
can continue to support the Company’s busines® sbftware programs supporting many of the Comasystem
were licensed to the Company by independent sodétwawelopers. The inability of these developertherCompan
to continue to maintain and upgrade these infolwnasiystems and software programs would disrupeduce th
efficiency of the Companyg’ operations if it were unable to convert to aléensystems in an efficient and tir
manner. In addition, costs and potential problemd interruptions associated with the implementatd new o
upgraded systems and technology or with maintenan@sequate support of existing systems could disapt o
reduce the efficiency of the Company’s operations.

The Company is subject to interest rate riskhe Company is subject to market risk from exgpego change
in interest rates based on its financing, inveséind cash management activities.

The Company is dependent upon the smooth funagiaiiits distribution network and upon the capaatyts
distribution centers (“DCs”). The Company relies upon the ability to replenispleled inventory through deliver
to its DCs from vendors and from the DCs to itgestdoy various means of transportation, includinigreents by ai
sea and truck. Labor shortages in the truckingstrgiicould negatively impact transportation cobtsaddition, long-
term disruptions to the national and internatiomahsportation infrastructure that lead to delaysnterruptions ¢
service would adversely affect the Companyusiness. Moreover, if the Company were unableathiev:
functionality of new DCs in the time frame expectdte Company ability to achieve the expected growth coul
inhibited.

Construction and expansion projects relating toGbenpanys DCs entail risks which could cause delays
cost overruns, such as: shortages of materialstagies of skilled labor or work stoppages; unfoeeseonstructiol
scheduling, engineering, environmental or geoldgcablems; weather interference; fires or othesuedty losses; al
unanticipated cost increases. The completion datdsultimate costs of these projects could difgnificantly fron
initial expectations due to constructioglated or other reasons. The Company cannot giggrdhat any project w
be completed on time or within established budgets.
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The Company success depends to a significant extent upoaldifiges of its senior management team anc
performance of its employe. The loss of services of key members of the Comygasenior management team o
certain other key employees could negatively imghet Companys business. In addition, future performance
depend upon the Compasyability to attract, retain and motivate qualifieahployees to keep pace with its expan
schedule. The inability to do so may limit the Ca@my's ability to effectively penetrate new markedas.

If the Company cannot open new stores on schetsigrowth will be impeded Delays in store openin
could adversely affect the Compasyfuture operations by slowing new store growthjclwhmay in turn reduce |
revenue growth. The Compasyability to timely open new stores and to exparid additional states will depenc
part on the following factors: the availability aftractive store locations; the ability to neg@iéivorable lease tern
the ability to hire and train new personnel, esalcistore managers; the ability to identify cuseyndemand i
different geographic areas; general economic ciomdif and the availability of sufficient funds fexpansion. Many «
these factors are beyond the Company’s control.

The inability to execute operating initiatives abulegatively impact the Company’s operating result$e
Company has undertaken a significant number ofatimey initiatives in 2005 that have the potentmabe disruptive i
the short term if they are not implemented effeadiiv Ineffective implementation or execution ofremor all of thes
initiatives could negatively impact the Companypemating results.

The Companyg cost of doing business could increase as a resulthanges in federal, state or lo
regulations. Unanticipated changes in the federal or stat@rmim wage or living wage requirements or chang
other wage or workplace regulations could adversslgact the Companyg’ ability to meet financial targets.
addition, changes in federal, state or local reguia governing the sale of the Company’s prodyssticularly “over-
the-counter” medications or health products, canddease the Compars/tost of doing business and could adve
impact the Company’s sales results. The Commamgdbility to comply with such changes in a timé&ghion coul
result in significant fines or penalties that cougbact the Company’s financial statements as davho

Rising insurance costs and loss experience coulghtheely impact profitability. The costs of insuran
(workers’ compensation insurance, general liabiligurance, health insurance, property insurandedaectors’anc
officers’ liability insurance) and loss experience have riserecent years. Higher than expected increasdbeiss
costs could have an unanticipated negative impath® Company’s profitability.

Accounting Periods

The Company follows the concept of a B2-week fiscal year that ends on the Friday nedcedanuary 3.
The following text contains references to years®80d 2004, which represent fiscal years endingndied Februa
3, 2006 and January 28, 2005, respectively. FB@ab will be a 53-week accounting period and 2084 a 52~neelk
accounting period. This discussion and analysmilshbe read with, and is qualified in its entiréty, the Condens:
Consolidated Financial Statements and the notestthe
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Results of Operations

The following discussion of the Companyfinancial performance is based on the Condensetdlidate
Financial Statements set forth herein. The natdirthe Companys business is moderately seasonal. Historic
sales and net income in the fourth quarter have hagher than sales and net income achieved in efatte first thre
quarters of the fiscal year. Expenses, and toeatgr extent operating income, vary by quartersuRe of a perio
shorter than a full year may not be indicative edults expected for the entire year. Furthermiwe seasonal natt
of the Company’s business may affect comparisotwsd®sn periods.

Executive Overviewror the second quarter of 2005, the Company ediéd million, or $0.23 per dilut
share. In summary, the Company increased revend® Byb, aided by new stores and a saioees sales increase
3.9%. The gross profit rate declined compared éopthior year period primarily due to the continwguft in sales t
highly consumable categories, which typically hdswer gross profit rates, and higher transportatosts due, |
part, to rising fuel costs. Operating expensesinied] as a rate to sales, compared to the priarper@od for reasol
outlined below. See detailed discussions belowafiditional comments on financial performance in ¢herent yee
periods as compared with the prior year periods.

Despite the continued difficult economic environméor its customers, the Company has made condits
progress in implementing many of the important apeg initiatives outlined in its Annual Report &orm 10K for
the fiscal year ended January 28, 2005. That pssgreludes the following:

« Opened 438 new stores, including 15 new Dollar Gdndarket stores, while remaining on pace for
2005 new store goal of 730;

« Implemented the EZstore project in 2,625 storeslewkmaining on pace to execute this strategyOivb Bi
stores by the end of 2005;

« Reduced inventory levels on a ptore basis by approximately 3% as compared teetiteof the secor
quarter of 2004 and will be continuing this invagtoeduction effort throughout the remainder of ylear;

« Continued testing Dollar General Market formatsjuding in new geographic areas;

« Continued focus on hiring practices and increascpuntability among Company employees;

« Commenced operations of an eighth distribution erenear Jonesville, South Carolina in accordandh
the anticipated time frame;

 Identified Marion, Indiana as the site of a nintstidbution center with a planned opening in 208x

« Completed the rollout of coolers to the stores

While the Company provides no assurance that Itegitinue to be successful in executing theseainres

nor does it guarantee that their successful impheatien will result in superior financial perforn@a manageme
continues to believe that they are appropriatéaiies for the long-term success of the business.
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The following table contains results of operatiaiata for the 13-week and 26eek periods ending July :
2005 and July 30, 2004, and the dollar and pergentariances among those periods:

(amounts in millions, 13 Weeks Ended 2005 vs. 2004 26 Weeks Ended 2005 vs. 2004
excluding per share July 29, July 30, Amount % July 29, July 30, Amount %
amounts) 2005 2004 change change 2005 2004 change change
Net sales by category:
Highly consumable $ 13518 $ 1,167.3 $ 1845 158 2,673.1 2,281.7 391.4 17.2%
% of net sales 65.43% 63.57% 66.10% 63.66%
Seasonal 317.5 290.9 26.7 9.2 592.8 551.3 41.5 7.5
% of net sales 15.37% 15.84% 14.66% 15.38%
Home products 215.1 208.2 70 34 426.9 422.9 4.0 0.9
% of net sales 10.41% 11.34% 10.56% 11.80%
Basic clothing 181.5 169.9 11.7 69 351.0 328.2 22.8 6.9
% of net sales 8.79% 9.25% 8.68% 9.16%
Net sales $ 20660 $ 18362 $ 2298 125% $ 40438 $ 35842 $ 459.6 12.8%
Cost of goods sold 1,474.5 1,299.3 175.2 135 2,889.0 2,535.0 354.0 14.0
% of net sales 71.37% 70.76% 71.44% 70.73%
Gross profit 591.5 537.0 545 10.2 1,154.9 1,049.2 105.6 10.1
% of net sales 28.63% 29.24% 28.56% 29.27%
Selling, general and
administrative 470.5 428.9 416 9.7 926.9 826.6 100.3 12.1
% of net sales 22.77% 23.35% 22.92% 23.06%
Operating profit 1211 108.1 129 12.0 228.0 222.7 5.3 24
% of net sales 5.86% 5.89% 5.64% 6.21%
Interest income (2.2) (1.4) (0.8) 53.6 (4.8) (3.4) (1.4) 401
% of net sales (0.10)% (0.08)% (0.12)% (0.10)%
Interest expense 7.3 5.4 1.9 349 13.3 13.9 (0.6) 4.2)
% of net sales 0.36% 0.30% 0.33% 0.39%
Income before income taxes 115.9 104.1 11.8 11.3 219.5 212.2 7.3 3.4
% of net sales 5.61% 5.67% 5.43% 5.92%
Income taxes 40.3 32.8 76 231 79.0 73.0 6.0 8.2
% of net sales 1.95% 1.78% 1.95% 2.04%
Net income $ 756 % 713 % 42 59 $ 1405 $ 139.2 % 1.3 0.9
% of net sales 3.66% 3.88% 3.47% 3.88%
Diluted earnings per share $ 023 $ 022 $ 001 45% $ 043 % 042 $ 0.01 24 %
Weighted average diluted sha 326.3 330.3 4.00 (1.2 328.8 333.8 (5.0) (1.5)

13 WEEKS ENDED JULY 29, 2005 AND JULY 30, 2004

Net Sales The increase in net sales of $229.8 million ltesiuprimarily from opening 633 net new stores €
July 30, 2004, and a same-store sales increas®%f fdr the 2005 period compared to the 2004 peri®dmestore
sales calculations for a given period include dhlyse stores that were open both at the end op#ratd and at tt
beginning of the preceding fiscal year. The inseegn samestore sales accounted for $68.2 million of theease i
sales while stores opened since the beginning 04 2@re the primary contributors to the remainid$15 millior
sales increase during the 2005 period.

The Company monitors its sales internally by therfonajor categories noted in the table above.
Company’s merchandising mix in recent years hageshio fasterturning consumable products versus home pro
and clothing. A significant factor in the Compasiyherchandising strategy has been the rollout ofecs, whicl
allow the stores to sell refrigerated products. aAgsult of the cooler rollout and other factaing highly consumab
category has become a greater percentage of thg&wyra overall sales mix while the percentages of thend
products and basic clothing categories have detlidgccordingly, the Compang’sales increase in the 2005 pe
compared to the 2004 period was primarily attriblgdo the highly
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consumable category, which increased by $184.5iamjllor 15.8%. The Company continually reviews
merchandise mix and adjusts it when necessarypast @f its ongoing efforts to improve overall saénd gross prof
These ongoing reviews may result in a shift in @empanys merchandising strategy, which could incr
permanent markdowns in the future.

Gross Profit. The gross profit rate declined by 61 basis gointthe 2005 period as compared with the .
period due to a number of factors, including but imited to: lower sales, as a percentage of tetdes, in th
Companys$ seasonal, home products and basic clothing a&sgaevhich have higher than average markups; In
transportation expenses primarily attributable rtoreased fuel costs; an increase in markdowns @ercentage «
sales; and the estimated impact of the expansidheohumber of departments utilized for the grasdifpcalculatior
from 10 to 23, as further described below underiti€ad Accounting Policies and Estimatesihese factors we
partially offset by higher average mark-ups on @mnmpanys beginning inventory in the 2005 period as conug
with the 2004 period. The increased average roprlkon beginning inventory represents the cumulaitivpact o
higher margin purchases over time.

Selling, General and Administrative (“SG&A”) Expens The decrease in SG&A expense as a percent:
sales in the 2005 period as compared with the 2@0ibd was due to a number of factors, includingrimi limited tc
the following expense categories that increasesl tiesn the 12.5 percent increase in sales: sabated salary cos
(increased 9.6%) reflecting the Company’s aasttainment efforts including the EZstore proj@dtjch is designed
improve inventory flow and other areas of storerapens; inventory services (decreased 39.8%)ctfig a reductio
in the number of inventories taken during the pkiab a lower average cost per inventory compardtieqrior yee
period; health benefits (decreased 25.5%) primatilg to a downward revision in claim lag assumgtibased upc
review and recommendation by the Company’s outaaeary, resulting in a $2.6 million reduction bétCompanyg
estimate of incurred but not reported health claiimsurance costs (decreased 1.7%) primarily duewer workers
compensation and general liability costs relativesales as compared with the prior year period; aneduction i
professional fees (decreased 33.0%) primarily dube reduction of consulting fees in the 2005quedassociated wi
the EZstore project, and fees in the 2004 pericb@ated with the Company’s initial Sarbari@dey complianc
efforts. These items were partially offset by stooeupancy costs (increased 19.7%) primarily dugsiag averag
monthly rentals associated with the Company’s léasere locations.

Interest Expense The increase in interest expense in the 200mg@ompared to the 2004 period is
primarily to a $2.0 million reduction in income taalated interest expense recorded in the 2004 gheeisulting fron
the outcome of certain state income tax examinatas further discussed in Note 6 to the Condensesdlidate
Financial Statements.

Income Taxes.The effective income tax rate for the 2005 penas 34.8% compared to 31.5% in the z
period. The rate for the 2005 period is lower tliae Companys estimated annual effective rate of approximi
36.1% primarily due to the year-ttate impact of a state investment tax credit aagediwith the construction of 1
Marion, Indiana DC and the impact of an internatpooate restructuring. The tax rate in the 2004opewas
favorably impacted by
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$6.2 million resulting from the outcome of certatate income tax examinations relating to priorryess furthe
discussed in Note 6 to the Condensed Consolidateshéial Statements.

26 WEEKS ENDED JULY 29, 2005 AND JULY 30, 2004

Net Sales The increase in net sales of $459.6 million ltesiyprimarily from opening 633 net new stores €
July 30, 2004, and a samstre sales increase of 4.4% for the 2005 periodpened to the 2004 period. The incre
in samestore sales accounted for $151.7 million of thedase in sales while stores opened since the begimmi
2004 were the primary contributors to the remair$868.0 million sales increase during the 2005qakri

The Companys sales increase by merchandise category in th& géfod compared to the 2004 period
primarily attributable to the highly consumableeggdry, which increased by $391.4 million, or 17.2%nsistent wit
the factors outlined above.

Gross Profit. The gross profit rate declined by 71 basis ointthe 2005 period as compared with the
period due to a number of factors, including but Imited to: lower sales, as a percentage of tetdées, in th
Companys seasonal, home products and basic clothing aagsgavhich have higher than average markups; I
transportation expenses primarily attributablenmréased fuel costs; and the estimated impacteoéxipansion of tf
number of departments utilized for the gross piditulation from 10 to 23, as further describelbweunder ‘Critical
Accounting Policies and Estimates.” These factoesewpartially offset by higher average mark-upgrenCompanyg
beginning inventory in the 2005 period as companeth the 2004 period. The increased average marlor
beginning inventory represents the cumulative imhp&bigher margin purchases over time.

In the 2005 period the Compasyshrink, expressed in retail dollars as a pergente#f sales, was 3.1:
compared to 3.18% in the 2004 period.

Selling, General and Administrative (“SG&A”) Expens The decrease in SG&A expense as a percent:
sales in the 2005 period as compared with the p@dibd was due to a number of factors, includingrmi limited tc
the following expense categories that increasesl tiesn the 12.8 percent increase in sales: sabated salary cos
(increased 11.2%) reflecting the Company’s austtainment efforts including the EZstore projestdécussed aboy
health benefits (decreased 12.0%) primarily dug teduction in claim lag assumptions as discusbedea a reductic
in professional fees (decreased 33.1%) primarily tduthe reduction of consulting fees in the 2086qal associate
with the EZstore project and Sarbari@dey compliance efforts as discussed above; asdramce costs (increas
1.0%) primarily due to lower workes’compensation and general liability costs relativeales as compared with
prior year period. These items were partially dftsg store occupancy costs (increased 20.0%) pilyrndue to rising
average monthly rentals associated with the Comigdegsed store locations; and fees associatedthgtincrease
customer usage of debit cards (increased 116.6%).

Interest Expense Interest expense in the 2005 period comparethéo2004 period remained relativ
constant. A $2.0 million reduction in income teetated interest expense in the 2004 period resuftom the outcon
of certain state income tax examinations as distlss
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in Note 6 to the Condensed Consolidated Finandatkeents was offset by (i) a $0.8 million increaseapitalize
interest in the 2005 period compared to the 2004bgeelating primarily to the Comparg/’DC construction al
expansion projects, and (ii) a $0.7 million redomstin debt issuance cost amortization in the 20&tod compared
the 2004 period due primarily to the amendmenhef@ompany’s revolving credit facility in June 2004

Income TaxesThe effective income tax rate for the 2005 penaas 36.0% compared to 34.4% in the z
period. The 2005 rate approximates the Comgmaagtimated annual effective tax rate of approxatged6.1%. Th
tax rate in the 2004 period was favorably impadte®6.2 million resulting from the outcome of cémtatate incom
tax examinations relating to prior years as furtdescussed in Note 6 to the Condensed Consolidaiedncia
Statements.

Liquidity and Capital Resources

Current Financial Condition / Recent Developmentat July 29, 2005, the Company had total Iaagn dek
(including the current portion) of $265.0 milliond$146.0 million of cash and cash equivalents, pamed with tote
longterm debt of $271.3 million and $232.8 million afst and cash equivalents at January 28, 2005.rebouetior
in cash and cash equivalents during the first 2é6kaef 2005 is primarily attributable to repurcleabyg the Compar
of its common stock. Other significant factors effieg the Companyg cash and debt balances during the p
include cash flows provided by operating activitiast sales of shoterm investments, purchases of property
equipment and payments of cash dividends, all dsdudescribed below.

The Companys inventory balance represented approximately 54 %s dotal assets as of July 29, 2005.
Company’s ability to effectively manage its invemytdalances can have a significant impact on thegamy’s casl|
flows from operations during a given period or disgear. In addition, inventory purchases candyaesvhat seasor
in nature, such as the purchase of warm-weath&hoistmasrelated merchandise. Inventory turns, calculated
rolling annualized basis using balances from eadrtgr, were 4.0 times for the periods ended Jaj\2R05 and Ju
30, 2004.

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

On November 30, 2004, the Board of Directors autledrthe Company to repurchase up to 10 milliorres
of its outstanding common stock. Purchases mam&de in the open market or in privately negotidtadsaction
from time to time subject to market conditions. eThbjective of the share repurchase program isntarec
shareholder value by purchasing
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shares at a price that produces a return on inessdtthat is greater than the Compangost of capital. Additionall
share repurchases generally will be undertaken ibisiych purchases result in an accretive impadhenCompanyg
fully diluted earnings per share calculation. Taighorization expires November 30, 2005. As oy 24, 2005, th
Company had repurchased approximately 9.0 millimaress pursuant to this authorization. See Palitdin- 2 of thi:
Form 10-Q.

The Company has a $250 million revolving creditilfgc(the “Credit Facility”), which expires in June 20(
As of July 29, 2005, the Company had no outstapfimrrowings and $6.5 million of standby letterscoddit unde
the Credit Facility. The standby letters of craedluce the borrowing capacity under the Crediilfac At July 29,
2005 the Company was in compliance with all finahcovenants contained in the Credit Facility.

The Company has $200 million (principal amount)81%6/8% unsecured notes due June 15, 2010.
indebtedness was incurred to assist in fundingCtbepany’s growth. Interest on the notes is payabtaiannually
on June 15 and December 15 of each year. The Gompay seek, from time to time, to retire its oamsting note
through cash purchases on the open market, pryvaggotiated transactions or otherwise. Such dd@ses, if an
will depend on prevailing market conditions, then@anys liquidity requirements, contractual restricticarsd othe
factors. The amounts involved may be material.

Terms of the Company’s outstanding debt obligatiomsld have an effect on the Compangbility to incu
additional debt financing. The Credit Facility ¢ains financial covenants which include certaintdebcash flov
ratios, a fixed charge coverage test, and minimlowable consolidated net worth. The Credit Fagialso place
certain specified limitations on secured and unsstdebt. The Compars/outstanding notes discussed above |
certain specified limitations on secured debt alate certain limitations on the Company’s ability éxecute sale-
leaseback transactions. The Company has genes@edicant cash flows from its operations duriregent year
Therefore, the Company does not believe that aistieg limitations on its ability to incur additnal indebtedne:
will have a material impact on its liquidity.

At July 29, 2005 and January 28, 2005, the Comealycommercial letter of credit facilities totalid95.(
million and $215.0 million, respectively, of whi§i47.2 million and $98.8 million, respectively, weayutstanding f
the funding of imported merchandise purchases.

In July 2005, as an inducement for the Companyelecs Marion, Indiana as the site for constructbbma nev
DC, the Economic Development Board of Marion apprba tax increment financing in the amount of $idifion.
Pursuant to this financing, proceeds from the isseaof certain revenue bonds will be loaned to Goenpany il
connection with the construction of the DC. Thangaction will be funded during the second haE@d5.

The Company believes that its existing cash baBncash flows from operations, the Credit Faciityd it:
anticipated ongoing access to the capital marKetecessary, will
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provide sufficient financing to meet the Compargusrently foreseeable liquidity and capital reseuneeds.

Cash flows provided by operating activitiesThe most significant component of the increasedsh flow
from operating activities in the 2005 period as paned to the 2004 period was the change in inveitalances. Tt
most significant change in inventory levels occdrie the seasonal and basic clothing categoriess@®l inventol
levels declined by 2% in the 2005 period as congénean 18% increase in the 2004 period, while dakithing
inventory levels increased by 2% in the 2005 peasdcompared to a 29% increase in the 2004 pelneentory
management is a continuing focal point for the Camyp In connection with this effort, the Company ltamplete
an initiative of identifying specific merchandise its stores that it wants to sell through via potional sales 1
customers. Some of these items have already beskeddown and some may require additional markdawifigture
periods. The future rate of sales of this merchamdiill be a key determinant of the rate of futon@kdowns.

Cash flows used in investing activitiesSignificant components of the Compasyroperty and equipme
purchases in the 2005 period included the followmygproximate amounts: $41 million for distributicanc
transportatiorrelated capital expenditures; $38 million for netares; $27 million for the EZstore project; and
million for systemselated capital projects. During the 2005 pertbd, Company opened 438 new stores. Distrib
and transportation expenditures in the 2005 penctlide costs associated with the constructionhef Companyg
DCs in Marion, Indiana and near Jonesville, Sowholina.

Significant components of property and equipmenicipases in the 2004 period included the folloy
approximate amounts: $38 million for new stores8 $8illion for distribution and transportatioelated capit:
expenditures; $16 million for coolers in new andsgrg stores, which allow the stores to carryigefrated product
$13 million for certain fixtures in existing storaad $11 million for systemslated capital projects. During the 2
period, the Company opened 420 new stores. Disioitr and transportation expenditures in the 208dog includ
costs associated with the expansion of the ArdmOidahoma and South Boston, Virginia DCs as wellcast:
associated with the construction of the CompanyCsrigar Jonesville, South Carolina.

Net sales of shotierm investments increased net cash from invesitiyities by $42.9 million and $57
million in the 2005 and 2004 periods, respectivalyd primarily reflect the Company’s investmentiaiiés in tax-
exempt auction market securities.

Capital expenditures for the 2005 fiscal year axgegeted to be approximately $350 million. The Qamy
anticipates funding its 2005 capital requiremenith wash flows from operations and, if necessaoyrdwings unde
the Credit Facility.

Cash flows used in financing activitiesSThe Company repurchased approximately 8.4 ahdnélion shares ¢
its common stock during the 2005 and 2004 periddstatal cost of $172.8 million, and $169.4 mitljaespectivel
The Company paid cash dividends of $27.6 milliod $86.4 million, or $0.085 and $0.08 per shareyeesvely, ol
its outstanding
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common stock during the 2005 and 2004 periods. &lasss of cash were partially offset by stock oppooceeds ¢
$18.4 million and $14.3 million, respectively, chgithe 2005 and 2004 periods.

Critical Accounting Policies and Estimates

The preparation of financial statements in accatdamith GAAP requires management to make estineate
assumptions that affect reported amounts and cetiiselosures. Management considers an accounsingate to b
critical if:

it requires assumptions to be made that were waineat the time the estimate was made; and
« changes in the estimate or different estimatesabakd have been selected could have a materiattedi
the Company’s results of operations or financialditon.

Management discussed the development and selecfiots critical accounting estimates with the Al
Committee of the Company’Board of Directors and the Audit Committee revedwhe disclosures presented be
relating to them.

In addition to the estimates presented below, theeeother items within the Compansyfinancial statemer
that require estimation but are not deemed critamldefined above. The Company believes these assnar
reasonable and appropriate. However, if actual mapee differs from the assumptions and other c@rations use
the resulting changes could have a material effeche financial statements taken as a whole.

Merchandise InventoriesMerchandise inventories are stated at the lowercadt or market with co
determined using the retail last-in, first-out (AQ”) method. Under the Company’s retail inventorgthod (“RIM”),
the calculation of gross profit and the resultiraguation of inventories at cost are computed bylyapg a calculate
cost-toretail inventory ratio to the retail value of saléeBhe RIM is an averaging method that has beerlwidsed ii
the retail industry due to its practicality. Alsbis recognized that the use of the RIM will riés valuing inventorie
at the lower of cost or market if markdowns araenitly taken as a reduction of the retail valuggéntories.

Inherent in the RIM calculation are certain sigrafit management judgments and estimates includmgng
others, initial markups, markdowns, and shrinkaggch significantly impact the gross profit calciide as well as tr
ending inventory valuation at cost. These significastimates, coupled with the fact that the RIMams averagin
process, can, under certain circumstances, prodisterted cost figures. Factors that can leadistodion in the
calculation of the inventory balance include:

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

« applying the RIM to transactions over a periodiofet that include different rates of gross profiicls a:
those relating to seasonal merchandise;
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« inaccurate estimates of inventory shrinkage betwkerdate of the last physical inventory at a storé th
financial statement date; and

« inaccurate estimates of lower of cost or markeC(\) and/or LIFO reserves.

To reduce the potential of such distortions in taduation of inventory, the Comparsy’RIM calculatiol
through the end of 2004 utilized 10 departmentshich fairly homogenous classes of merchandisentores havin
similar gross margins were grouped. In 2005, deoto further refine its RIM calculation, the Coamy expanded tl
number of departments it utilizes for its gross gimarcalculation from 10 to 23. The Company estimmateat thi
change resulted in a reduction of gross profitpgraximately $3.4 million and $6.7 million, respeety, for the 13-
week and 26-week periods ended July 29, 2005. Wpact of this change on the Compangnnual consolidat
financial statements is not currently expecteddaraterial, although a given quarter could be irgzhbased on tl
mix of sales in the quarter. Other factors thatucedpotential distortion include the use of histakiexperience
estimating the shrink provision (see discussiomWeland the utilization of an independent statigtido assist in tt
LIFO sampling process and index formulation. Alsa, an ongoing basis, the Company reviews and eeslua
salability of its inventory and records LCM resesyeé necessary.

The Company calculates its shrink provision basedaiual physical inventory results during thediggerioc
and an accrual for estimated shrink occurring syisit to a physical inventory through the end effthcal reportin
period. This accrual is calculated as a percentagales and is determined by dividing the booltgsical inventor
adjustments recorded during the previous twelveth®hy the related sales for the same period foin store. To tr
extent that subsequent physical inventories yidl@érént results than this estimated accrual, thenGanys effective
shrink rate for a given reporting period will indki the impact of adjusting the estimated resulthéoactual resuli
Although the Company performs physical inventonreall of its stores annually, the same storesatmecessarily g
counted in the same reporting periods from yegetr, which could impact comparability in a giveporting period.

Property and EquipmentProperty and equipment are recorded at cost. Tdrepany groups its assets i
relatively homogeneous classes and generally pesvidr depreciation on a straighte basis over the estima
average useful life of each asset class, excepeé&zehold improvements, which are amortized dvershorter of tr
applicable lease term or the estimated usefuldiféne asset. The valuation and classificationheké assets and
assignment of useful depreciable lives involvesificant judgments and the use of estimates. Ptp@erd equipmel
are reviewed for impairment periodically and whesregvents or changes in circumstances indicatethieatarryin
value of an asset may not be recoverable.

Self-Insurance Liability.The Company retains a significant portion of tis& for its workers’compensatiol
employee health insurance, general liability, propdéoss and automobile coverage. These costs igrefisani
primarily due to the large employee base and nurobstores. Provisions are made to this insuraratslity on ar
undiscounted basis based
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on actual claim data and estimates of incurrednbtitreported claims developed by an independeniaactutilizing
historical claim trends. Hfuture claim trends deviate from recent historjgatterns, the Company may be require
record additional expenses or expense reductidmshveould be material to the Company’s future ficial results.

Contingent Liabilities — Income TaxesThe Company is subject to routine income tax tsuthat occt
periodically in the normal course of business. Tmenpany estimates its contingent income tax liaddibased on i
assessment of probable income tabated exposures and the anticipated settlemethioge exposures translating i
actual future liabilities. The contingent liabiis are estimated based on both historical audéreqes with variot
state and federal taxing authorities and the Coryipaimterpretation of current income taalated trends. If tt
Companys income tax contingent liability estimates prowdé inaccurate, the resulting adjustments coulchbieria
to the Company’s results of operations.

Contingent Liabilities — Legal Matter§he Company is subject to legal, regulatory aneofroceedings ai
claims. Reserves, if any, are established for thkzsms and proceedings based upon the probahitidyestimability ¢
losses and to fairly present, in conjunction with tlisclosures of these matters in the Comafigancial statemer
and SEC filings, management’'s view of the Compargxposure. The Company reviews outstanding clant
proceedings internally and with external counselexessary to assess probability of loss and &altility to estimal
loss. These assessments areva@uated each quarter or as new information bes@wailable to determine whethe
reserve should be established or if any existirmgmes should be adjusted. The actual cost of regpla claim o
proceeding ultimately may be substantially différdran the amount of the recorded reserve. Intatdibecause it
not permissible under GAAP to establish a litigatreserve until the loss is both probable and ediie) in some cas
there may be insufficient time to establish a nesgurior to the actual incurrence of the loss (upendict ani
judgment at trial, for example, or in the case ofackly negotiated settlement). See Note 4 to @omdense
Consolidated Financial Statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We have no material changes to the disclosuresngleo this item that are set forth in our repamtForm 10-
K for the fiscal year ended January 28, 2005.

ITEM 4. CONTROLS AND PROCEDURES

(@) Disclosure Controls and ProceduresThe Company maintains disclosure controls aodquures th:
are designed to ensure that information relatingh®®s Company and its consolidated subsidiariesimedjtto bt
disclosed in the Company’s periodic filings undee Securities Exchange Act of 1934, as amended*&kehang
Act”), is recorded, processed, summarized and reportadimely manner in accordance with the requiremehtie
Exchange Act, and that such information is accutedland communicated to management, including trapganys
Chief Executive Officer and Chief Financial Officeas appropriate, to allow timely decisions regagdrequire:
disclosure. The Company carried out an evaluatioder the supervision and with the participatiormahagemer
including the Chief Executive
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Officer and the Chief Financial Officer, of the edfiveness of the design and operation of thesdodigre controls ar
procedures, as such term is defined in ExchangdrAld 13a15(e), as of July 29, 2005. Based on this evalnathe

Chief Executive Officer and the Chief Financial i0ér each concluded that the Companglisclosure controls a
procedures were effective as of July 29, 2005.

(b) Changes in Internal Control Over Financial Repogin There have been no changes in the Company
internal control over financial reporting (as definin Exchange Act Rule 13&(f)) identified in connection with tl
evaluation of the Company’s internal control ovieahcial reporting as required by Exchange Act Ria15(d) tha
occurred during the quarter ended July 29, 2006 lthee materially affected, or are reasonably Vikel materiall
affect, the Company’s internal control over finaiceporting.

PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 4 to the ConddnSensolidated Financial Statements under the hg
“Legal Proceedings” contained in Part I, ltem Xho$ Form 10-Q is incorporated herein by this refee.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The following table contains information regardipgrchases of the Compasytommon stock made dur

the quarter ended July 29, 2005 by or on behalfi@Company or any “affiliated purchaser,” as dedity Rule 10b-
18(a)(3) of the Securities Exchange Act of 1934:

Maximum
Total Number Number of Shares
of Shares Purchased as that May Yet Be
Total Number Average Part of Publicly Purchased Under
of Shares Price Paid Announced Plans or the Plans or
Period Purchased (a) per Share Programs (b) Programs (b)
04/30/05-05/31/05 2,010,361 $ 20.48 2,010,300 6,300,200
06/01/05-06/30/05 5,258,656 $ 20.26 5,257,600 1,042,600
07/01/05-07/29/05 568 $ 20.46 - 1,042,600
Total 7,269,585 $ 20.32 7,267,900 1,042,600

(@) Includes 1,157 shares purchased in open makegactions in satisfaction of the Compangbligations under certain emplo
benefit plans and 528 shares accepted in lieusf tapay employee tax liabilities upon lapse sfrietions on restricted stock.

(b) On December 1, 2004, the Company announcedtshBoard of Directors had approved on Novemkgr2904 a share repurch
program of 10 million shares. That repurchaseaightion expires on November 30, 2005. Underaththorization, purchases may be r
in the open market or in privately negotiated teami®ns from time to time subject to market comait. The Company did not have

repurchase plan or program that expired duringsdm®nd quarter of 2005, nor has the Company detedrid terminate the current plan p
to its expiration.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The Company’s Annual Shareholdefdeeting was held on May 24, 2005. Proxies for thiaeting wer
solicited in accordance with Regulation 14A of tBgchange Act. There was no solicitation in oppoasititc
management’s nominees and each of those nomineesleeed to serve a ogear term. The voting results on e
matter at the Meeting are set forth below:

(&)  Proposal 1—Election of Directors

For Withhold Authority
David L. Beré 278,454,610 2,445,419
Dennis C. Bottorff 278,302,550 2,597,479
Barbara L. Bowles 277,269,492 3,630,537
James L. Clayton 276,119,055 4,780,974
Reginald D. Dickson 276,130,791 4,769,238
E. Gordon Gee 276,398,561 4,501,468
Barbara M. Knuckles 277,466,287 3,433,742
David A. Perdue 275,538,938 5,361,091
J. Neal Purcell 277,512,060 3,387,969
James D. Robbins 277,538,013 3,362,016
David M. Wilds 275,018,186 5,881,843

(b) Proposal 2—Approval of Annual Incentive Plan to assure full tax deductibility of awards in
connection with Internal Revenue Code Section 162(m

For Against Abstain
271,403,170 7,464,549 2,032,309

(c) Proposal 3—Ratification of the appointment of Ernst& Young LLP as independent auditors

For Against Abstain
278,209,326 608,134 2,082,568

ITEM 6. EXHIBITS

See Exhibit Index immediately following the sign&page hereto, which Exhibit Index is incorporaby
reference as if fully set forth herein.
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SIGNATURES

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

DOLLAR GENERAL CORPORATION
Date: August 25, 200: By: /s/ David M. Tehle

David M. Tehle
Executive Vice President and Chief Financial Office
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EXHIBIT INDEX

4.1  Seventh Supplemental Indenture, dated as of May2@G35, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WiacBawnk, National Association (formerly known assli
Union National Bank), as trustee.

4.2  Eighth Supplemental Indenture, dated as of July2®0D5, by and among Dollar General Corporation
guarantors named therein, as guarantors, and WacBawnk, National Association (formerly known assl
Union National Bank), as trustee.

10.1 Amendment to Dollar General Corporation 188&k Incentive Plan.

10.2 Form of Restricted Stock Unit Award Agreement arlelcBon Forms in connection with restricted stocit
grants made to outside directors pursuant to thmepgany’s 1998 Stock Incentive Plan.

10.3 Form of Stock Option Grant Notice in connectionhagiption grants made pursuant to the Company’s 1998
Stock Incentive Plan.

10.4 Form of Restricted Stock Award Agreement in conioecivith restricted stock grants made pursuantiéo t
Company’s 1998 Stock Incentive Plan.

10.5 Form of Restricted Stock Unit Award Agreement imgection with restricted stock unit grants made to
officers and employees pursuant to the Companye8 Bock Incentive Plan.

10.6 Dollar General Corporation Annual Incentive Plaffgetive March 16, 2005, as approved by sharehslde
May 24, 2005).

10.7 Dollar General Corporation 2005 Store Supaod Distribution Center Teamshare Bonus Program.
10.8 Summary of Outside Director Compensatiore@ife May 25, 2005).
31 Certifications of CEO and CFO under ExchangeRde 13a-14(a).

32 Certifications of CEO and CFO under 18 U.S.&0
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SEVENTH SUPPLEMENTAL INDENTURE

SEVENTH SUPPLEMENTAL INDENTURE (this “Supplementaidenture”), dated as of May 23, 20
among: Dollar General Corporation (the “Compang’orporation duly organized and existing underdaines of the
State of Tennessee; Dolgencorp, Inc., a Kentuckgaration; Dolgencorp of Texas, Inc., a Kentuckypowation; DC
Logistics, LLC, a Tennessee limited liability commgaDade Lease Management, Inc., a Delaware cdipordollar
General Partners, a Kentucky general partnershglaDGeneral Financial, Inc., a Tennessee cormrafNation:
Title Company, Inc., a Tennessee corporation; Dofkeneral Intellectual Property, L.P., a Vermomnnilec
partnership; The Greater Cumberland Insurance Cowm@aVermont corporation; Dolgencorp of New Yohke., ¢
Kentucky corporation; Dollar General Stores, LalKentucky limited partnership; DGC Properties, Lla&CDelawar
limited liability company; DGC Properties of Kenkyc LLC, a Delaware limited liability company; Dall Generz
Investment, Inc., a Delaware corporation; Lone#&dministrative Services, Inc., a Tennessee cormratDollar
General Global Sourcing Limited, a Hong Kong cogtimn; and DGC Holdings, LLC, a Delaware limitedHility



company (collectively, the “ Existing Guarantd)s and Ashley River Insurance Company, Inc., a S
Carolina corporation, and DG Transportation, Ir&.Tennessee corporation (the “ Additional Guarantoand
together with the Existing Guarantors, the * Gutoen”); and Wachovia Bank, National Association, [form
known as First Union National Bank] a national hagkassociation, as trustee (the “ Trusfee

WITNESSETH

WHEREAS, the Company and the Existing Guarantoxs lreeretofore executed and delivered to the Tr
an indenture (the “Indenture”jlated as of June 21, 2000, as amended by thainc&itat Supplemental Indentt
dated as of July 28, 2000, that certain Second ISommtal Indenture dated as of June 18, 2001,cidwadhin Thirc
Supplemental Indenture dated as of June 20, 20@2 certain Fourth Supplemental Indenture dateodf &ecembe
11, 2002, that certain Fifth Supplemental Indentl@éed as of May 23, 2003, and that certain Sixtppemente
Indenture dated as of July 15, 2003, providingtler issuance of an aggregate principal amount 060 $®0,000 of
5/8% Notes due June 15, 2010 (the “ Ndjes

WHEREAS, Section 4.06 and Article X of the Indemrtprovide that under certain circumstances the Gony
may or must cause certain of its Subsidiaries tecete and deliver to the Trustee a supplement golridentur
pursuant to which such Subsidiaries shall uncoomtiily guarantee all of the CompasyObligations under the No
pursuant to a Guarantee on the terms and condsetrferth herein; and

WHEREAS, pursuant to Section 9.01 of the Indentthie, Trustee is authorized to execute and delivs
Supplemental Indenture.

NOW THEREFORE, in consideration of the foregoingl dor other good and valuable consideration.
receipt of which is hereby acknowledged, the Corgp#ime Additional Guarantor and the Trustee muyuedvenar
and agree for the equal and ratable benefit oHitlders of the Notes as follows:




1. Capitalized Terms Capitalized terms used herein without definitedrall have the meanings assig
to them in the Indenture.

2. Agreement to GuaranteeThe Additional Guarantor hereby agrees, joiattgl severally with all oth
Guarantors, to unconditionally guarantee the Compga@bligations under the Notes and the Indel
on the terms and subject to the conditions seh fiortArticle X of the Indenture and to be boundéd
other applicable provisions of the Indenture aredMlotes. The Additional Guarantor hereby agreal
its Guarantee shall remain in full force and efieatwithstanding any failure to endorse on eacheN
notation of such Guarantee. This Guarantee i®stity) release as and to the extent provided itid
10.04 of the Indenture. This Guarantee shall ranmafull force and effect irrespective of the e o
the Guarantee of any Guarantor other than the madit Guarantor making the Guarantee as pro
in Section 10.04 of the Indenture.

3. No Recourse Against OthersNo past, present or future director, officer,péogee, incorporatc
partner, member, shareholder or agent of any Gta@raas such, shall have any liability for i
obligations of the Company or any Guarantor untier Notes, any Guarantee, the Indenture ol
Supplemental Indenture or for any claim basedmnespect of, or by reason of, such obligationacl
Holder by accepting a Note waives and releasesuah liability. Such waiver and release form a
of the consideration for issuance of the Notestardsuarantees.

4, Governing Law This Supplemental Indenture shall be governedabyg construed in accordance w
the laws of the State of New York.

5. Counterparts The parties may sign any number of copies &f Supplemental Indenture. Each sic
copy shall be an original, but all of them togettepresent the same agreement.

6. Effect of Headings The Section headings herein are for conveni@mtg and shall not affect t
construction hereof.

7. The Trustee The Trustee shall not be responsible in any mammatsoever for or in respect of
validity or sufficiency of this Supplemental Indarg or for or in respect of the correctness of
recitals of fact contained herein, all of whichitals are made solely by the Additional Guarantor.

IN WITNESS WHEREOF, the parties hereto have catisisdSupplemental Indenture to be duly executec
attested, all as of the date first above written.




ASHLEY RIVER INSURANCE COMPANY, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DG TRANSPORTATION, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL CORPORATION

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLGENCORP, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLGENCORP OF TEXAS, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DG LOGISTICS, LLC
By: Dolgencorp, Inc., its Managing Member

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer




DADE LEASE MANAGEMENT, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL PARTNERS
By: Dolgencorp, Inc., a general partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

By: Dade Lease Management, Inc., a general partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

By: Dollar General Financial, Inc., a general part

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL FINANCIAL, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

NATIONS TITLE COMPANY, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title:  Treasurer




DOLLAR GENERAL INTELLECTUAL
PROPERTY, L.P.

By: Dade Lease Management, Inc., its General Bartn

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

THE GREATER CUMBERLAND INSURANCE
COMPANY

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLGENCORP OF NEW YORK, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL STORES
By: Dolgencorp, Inc., its general partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DGC PROPERTIES, LLC
By: Dolgencorp, Inc., its Managing Member

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer




DGC PROPERTIES OF KENTUCKY, LLC
By: Dollar General Partners, its Managing Member
By: Dolgencorp, Inc., a general partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

By: Dade Lease Management, Inc., a general
partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

By: Dollar General Financial, Inc., a general
partner

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL INVESTMENT, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

LONESTAR ADMINISTRATIVE SERVICES, INC.

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer

DOLLAR GENERAL GLOBAL SOURCING
LIMITED

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer




DGC HOLDINGS, LLC
By: Dollar General Corporation, its Managing Membe

By: /s/ Wade Smith
Name:Wade Smith
Title: Treasurer




WACHOVIA BANK, NATIONAL ASSOCIATION,
TRUSTEE

By: /s/ Laura Bass
Name: Laura Bass
Title: Assistant Vice President

EIGHTH SUPPLEMENTAL INDENTURE

EIGHTH SUPPLEMENTAL INDENTURE (this “Supplementahdenture”), dated as of July 3%, 200"
among: Dollar General Corporation (the “Compang’gorporation duly organized and existing underdaines of the

State of Tennessee; Dolgencorp, Inc., a Kentuckygaration; Dolgencorp of Texas, Inc., a Kentuckypowation; DC
Logistics, LLC, a Tennessee limited liability commgaDade Lease Management, Inc., a Delaware cdipordollar
General Partners, a Kentucky general partnershglaDGeneral Financial, Inc., a Tennessee cormrafNation:
Title Company, Inc., a Tennessee corporation; Dofkeneral Intellectual Property, L.P., a Vermonnilec
partnership; The Greater Cumberland Insurance Cowm@aVermont corporation; Dolgencorp of New Yohke., ¢
Kentucky corporation; Dollar General Stores, LedKentucky limited partnership; DGC Properties, Lla&CDelawar
limited liability company; DGC Properties of Kenkyc LLC, a Delaware limited liability company; Dall Generz
Investment, Inc., a Delaware corporation; Lonegtdministrative Services, Inc., a Tennessee cormratDollar
General Global Sourcing Limited, a Hong Kong cogtimn; DGC Holdings, LLC, a Delaware limited liaby
company; Ashley River Insurance Company, Inc.,caitls Carolina corporation; and DG Transportatiamg.,| ¢
Tennessee corporation (collectively, the * ExistfAgarantors); and DG Retail, LLC, a Tennessee limited liab
company (the “ Additional Guarantdrand, together with the Existing Guarantors, th@darantors); and Wachovi
Bank, National Association, [formerly known as Eitnion National Bank] a national banking assooiatias truste
(the * Truste€).

WITNESSETH

WHEREAS, the Company and the Existing Guarantoxe lreretofore executed and delivered to the Tr
an indenture (the “Indenturejlated as of June 21, 2000, as amended by thainc&itat Supplemental Indentt
dated as of July 28, 2000, that certain Second I8ommtal Indenture dated as of June 18, 2001,cidwadhin Thirc
Supplemental Indenture dated as of June 20, 2082 certain Fourth Supplemental Indenture datedf &ecembe
11, 2002, that certain Fifth Supplemental Indentdeded as of May 23, 2003, that certain Sixth Sempeinte
Indenture dated as of July 15, 2003, and that iceBaventh Supplemental Indenture providing foridseiance of ¢
aggregate principal amount of $200,000,000 of &biMbtes due June 15, 2010 (the “ Nddes

WHEREAS, Section 4.06 and Article X of the Indeetyprovide that under certain circumstances the @ony
may or must cause certain of its Subsidiaries tecete and deliver to the Trustee a supplement golridentur
pursuant to which such Subsidiaries shall uncoomtiiy guarantee all of the CompasyObligations under the No
pursuant to a Guarantee on the terms and condsetrferth herein; and



WHEREAS, pursuant to Section 9.01 of the Indenttie, Trustee is authorized to execute and delis
Supplemental Indenture.

NOW THEREFORE, in consideration of the foregoingl dor other good and valuable consideration.
receipt of which is hereby acknowledged, the Comptire Additional




Guarantor and the Trustee mutually covenant aneeaigrr the equal and ratable benefit of the Holdéithe Notes ¢

follows:

1.

Capitalized Terms Capitalized terms used herein without definitedrall have the meanings assig
to them in the Indenture.

Agreement to GuaranteeThe Additional Guarantor hereby agrees, joiailyg severally with all oth
Guarantors, to unconditionally guarantee the Compga@bligations under the Notes and the Indel
on the terms and subject to the conditions seh fiartArticle X of the Indenture and to be boundéd
other applicable provisions of the Indenture arelNlotes. The Additional Guarantor hereby agreat
its Guarantee shall remain in full force and efieatwithstanding any failure to endorse on eacheN
notation of such Guarantee. This Guarantee i®stity) release as and to the extent provided itid
10.04 of the Indenture. This Guarantee shall reanmafull force and effect irrespective of the e o
the Guarantee of any Guarantor other than the madit Guarantor making the Guarantee as pro
in Section 10.04 of the Indenture.

No Recourse Against OthersNo past, present or future director, officer,ptogee, incorporatc
partner, member, shareholder or agent of any Gtaraas such, shall have any liability for i
obligations of the Company or any Guarantor unter Notes, any Guarantee, the Indenture ol
Supplemental Indenture or for any claim basedmmnespect of, or by reason of, such obligationact
Holder by accepting a Note waives and releasesuah liability. Such waiver and release form a
of the consideration for issuance of the Notestardsuarantees.

Governing Law This Supplemental Indenture shall be governedbg construed in accordance w
the laws of the State of New York.

Counterparts The parties may sign any number of copies &f Supplemental Indenture. Each sic
copy shall be an original, but all of them togethepresent the same agreement.

Effect of Headings The Section headings herein are for conveni@mtg and shall not affect t
construction hereof.

The Trustee The Trustee shall not be responsible in any mammatsoever for or in respect of
validity or sufficiency of this Supplemental Indarg or for or in respect of the correctness of
recitals of fact contained herein, all of whichitals are made solely by the Additional Guarantor.

IN WITNESS WHEREOF, the parties hereto have catissdSupplemental Indenture to be duly executec
attested, all as of the date first above written.




DG RETAIL, LLC
By: Dollar General Corporation, its Managing Membe

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL CORPORATION

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLGENCORP, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLGENCORP OF TEXAS, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DG LOGISTICS, LLC
By: Dolgencorp, Inc., its Managing Member

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DADE LEASE MANAGEMENT, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer




DOLLAR GENERAL PARTNERS
By: Dolgencorp, Inc., a general partner

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

By: Dade Lease Management, Inc., a general partner

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

By: Dollar General Financial, Inc., a general part

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL FINANCIAL, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

NATIONS TITLE COMPANY, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL INTELLECTUAL
PROPERTY, L.P.

By: Dade Lease Management, Inc., its General Bartn

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer




THE GREATER CUMBERLAND INSURANCE
COMPANY

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLGENCORP OF NEW YORK, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL STORES
By: Dolgencorp, Inc., its general partner

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DGC PROPERTIES, LLC
By: Dolgencorp, Inc., its Managing Member

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DGC PROPERTIES OF KENTUCKY, LLC
By: Dollar General Partners, its Managing Member
By: Dolgencorp, Inc., a general partner

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

By: Dade Lease Management, Inc., a general partner

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer




By: Dollar General Financial, Inc., a general part

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL INVESTMENT, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

LONESTAR ADMINISTRATIVE SERVICES, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DOLLAR GENERAL GLOBAL SOURCING
LIMITED

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

DGC HOLDINGS, LLC
By: Dollar General Corporation, its Managing Membe

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

ASHLEY RIVER INSURANCE COMPANY, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer




DG TRANSPORTATION, INC.

By: /s/ Wade Smith
Name: Wade Smith
Title: Treasurer

WACHOVIA BANK, NATIONAL ASSOCIATION,
TRUSTEE

By: /s/ Laura Bass

Name: Laura Bass
Title: Assistant Vice President
AMENDMENT TO

DOLLAR GENERAL CORPORATION
1998 STOCK INCENTIVE PLAN
(As Amended and Restated effective June 2, 2003,
as modified through August 26, 2003)

Section 8(c) of the Dollar General Corporation 199&tock Incentive Plan (the “Plan”)is amended, effectiv
as of January 1, 2005, to read as follows with respt to Restricted Units which are not both earnedrad
vested as of December 31, 2004:

(c) Outside Director Restricted Unit Awards

() Each Outside Director shall receive an annual @atBiirector Restricted Unit Award of 4,600
Restricted Units. In the event an Outside Dires@wes as Chairman of the Board, the annual GuiBiigctol
Restricted Unit Award shall be 6,000 Restrictedtklni

(i) Subject to earlier vesting as provided in Sectipea&h Outside Director Restricted Unit Award
shall vest on the first anniversary of the datgraht if the grantee is still a member of the Baamdsuch date.

(i)  An Outside Director shall not have any right, ispect of Restricted Units awarded pursuant to
the Plan, to vote on any matter submitted to thgpQation’s shareholders until such time as theeshaf
Common Stock attributable to such Restricted Umatge been issued.

(iv)  Dividend Equivalents Whenever a dividend, other than a dividend plyabthe form of
shares of Common Stock, is declared with respettieshares of Common Stock, the number of Restrict
Units credited to an Outside Director shall be @ased by the number of Restricted Units determiayed
dividing:

(A)  the product of:

(1) the number of Restricted Units credited to suchs@atDirector on the related
dividend record date and

(2) the amount of any cash dividend declared by thep@ation on a share of



Common Stock (or, in the case of any dividend ifistable in property other
than shares of Common Stock, the per share valseabf dividend, as determined by the Corporation fo
purposes of Federal income tax reporting) by

(B) the Fair Market Value on the related dividend paytuate.
(v) Subject to Section 9 and (xiii) below, no share€ommon Stock shall be distributed, or amu

paid, to any Outside Director in respect of anytReted Units until such time as such Outside Divebas
ceased to be a member of the Board




(but in no event earlier than the first day of taéendar month that is at least more than six nsoatter the
Service Termination Date (as defined below) if @héside Director is considered to be a key emplmfee
publicly traded employer for purposes of the dugttion limitations of Section 409A(a)(2)(B)(i) die Code.

(vi)  An Outside Director may elect:

(A) toreceive a distribution of shares of Common Siaalespect of the Outside Director’s
Restricted Units in a single lump sum payment aguoh number of annual installments, not to ex¢erdas
the Outside Director shall elect; and

(B)  whether the lump sum distribution or first instadint shall be made:

(1) as soon as practicable after the Service Termim&te (subject to deferral to
the first day of the calendar month that is moentkix months after the Service Termination Datkef
Outside Director is considered to be a key empl@feepublicly traded employer for purposes of the
distribution limitations of Section 409A of the Gods provided in (v) above);

(2)  on the first day of the calendar month beginningeartban six months after the
Service Termination Date; or

(3)  on the first anniversary of the Service Terminaiate.

Each Outside Director is entitled to make the ahijiayment elections (the “Initial Payment Elec&in
described above which will apply to all Restrictéxits granted to the Outside Director hereundeanlif
Outside Director fails to make such elections icoadance with the procedures set forth hereiniritial
Payment Elections will be considered to be the Blafault Payment Provisions (as defined below). ivilgec
herein, the term “Initial Payment Elections” meaither the Initial Payment Elections made by thésle
Director or, if no such Initial Payment Electiorsvie been made, the Plan Default Payment Provisfans.
Outside Director receiving a grant of RestrictedttJfor the first time must make the Initial Payrh&tections
if at all, within thirty (30) calendar days aftéwetinitial grant date (or by any other date pemditbr required b
Section 409A of the Code and utilized by the Corteritincluding, without limitation, the December, 2005
election deadline provided in IRS Notice 2005-1)hw Plan Default Payment Provisions will apphheT
Initial Payment Elections of an Outside Directoronkas granted Restricted Units prior to Decembe2804
will be those in place on December 31, 2005 (oamy other date permitted or required by SectionAdd@bthe
Code and utilized by the Committee).

An Outside Director may make changes to the InREyment Elections subject to the following
conditions:




(A)  such changes may not be made later than dhgefar prior to the date as of which his or
her service as an Outside Director terminates“@eevice Termination Date”);

(B) an Outside Director may not make any changatteer the Initial Payment Elections or
to any subsequent payment elections after DeceBih005 that would have the effect of acceleratieg
time or schedule of payment (e.g., change fronalimsénts to a lump sum or accelerate time of paymnand

(C)  except for elections to change the time omfof payment in the case of death or
disability (within the meaning of Section 409A(g)@) of the Code), such changes must defer the firs
payment for at least five (5) years from the othsevwapplicable payment date.

All payment elections (whether Initial or subseqiiehall be filed in writing with the Secretary thie
Corporation and shall be effective when receivethieySecretaryprovidedthat, if an Outside Director’s
Service Termination Date occurs within one full yefthe date an election is received it shall berded to be
ineffective and the last election filed more thaelive months before the Service Termination Dagdl &le
deemed to be effective.

(vii)  Any payment to be made to an Outside Director dfethade in shares of Common Stock;
provided,that any fractional shares of Common Stock to beeted in respect of Restricted Units shall be
settled in cash based upon the Fair Market Valuiherast business day immediately prior to the dath
shares would otherwise have been delivered to thsid@® Director or the Outside Director’s benefigja
provided, furtherthat the Committee may, in its sole discretion¢iele pay cash, or part cash and part
Common Stock in lieu of delivering only Common $tdar Restricted Units. If a cash payment is misxde
lieu of delivering Common Stock, the amount of saakh payment for each share of Common Stock tohwhi
a Participant is entitled shall be equal to the Mairket Value of the Common Stock as of on thé basiness
day immediately prior to the date on which theresttion is required to be made.

(vii)  If an Outside Director fails to specify a commeneeatdate for a distribution in accordance \
Section 8(c)(vi), such distribution shall commenasesoon as practicable after the Service Termm&ate,
unless the Outside Director is considered to beyaeknployee of a publicly traded employer for psgmof
the distribution limitations of Section 409A of tR@de as provided in (v) above, in which case thidution
shall commence on the first day of the calendartmtmat is at least six months after the Servicerilgation
Date (the “Plan’s Default Payment Time”). If ant€ide Director fails to specify whether a distribuatshall
be made in a lump-sum payment or a number of ingalts, such distribution shall be made in a lumams
payment (the “Plan’s Default Payment Form” andetbgr with the Plan’s Default Payment Time, theafP$
Default Payment Provisions”).




(ix)  Inthe case of any distribution being made in ahmstallments, each installment after the first
installment shall be paid on the first business aflagach subsequent calendar year until the esutireunt shall
have been paid. The value of any installment paympayable in cash shall be an amount equal tpriheuct
of:

(A)  the number Restricted Units then standing to teeitof an Outside Director (which
shall be net of the number of Restricted Units witbpect to which a prior installment payment heenb
made);

(B) the Fair Market Value of a share of Common Stockhenlast business day immediately
prior to the date as of which such installmentaggble; and

(C) afraction, the numerator of which is one and teeaininator of which is the number of
installments (including the then current installtf)@emaining to be paid.

(x)  Outside Director Restricted Unit Awards shall nettlansferable without the prior written
consent of the Board other than (i) transfers leyhtblder to a member of his or her Immediate Faonilg trus
for the benefit of the holder or a member of hisier Immediate Family, or (ii) transfers by will loy the laws
of descent and distribution or a qualified domestlations order.

(xi)  Recipients of Outside Director Restricted Unit Adashall enter into a restricted unit
agreement with the Corporation setting forth thenteof such grant as provided herein.

(xii)  Termination of Service

(A) If an Outside Director’s service as a directorledf Corporation terminates by reason of
death, Disability or Normal Retirement, all Outsldieector Restricted Unit Awards held by such Qdgsi
Director shall immediately vest.

(B) Ifan Outside Directos service as a director of the Corporation ternes&br any reasc
other than death, Disability or Normal RetiremetitUnvested Outside Director Restricted Unit Awsalekld
by such Outside Director shall thereupon terminaxegpt that if an Outside Director’s service aéractor is
terminated for Cause (as such term is defined ati@e5(j) of this Plan) all Restricted Units shiiminate
and be forfeited.

(C) Inthe event of the death of an Outside Directoy, gayment due in respect of the
Outside Director’s Restricted Units shall be mamlthe beneficiary designated in writing by such i
Director and filed with the Secretary of the Comdan, or, in the absence of such designatiorheéddutside
Director’s estate. Any such payment shall be nadbhe same time and subject to the same condii®ns
would have applied had the Outside Director suvi@ed the date of his or her death

4




been treated as the termination date of the OuBiigtor’s service, unless the Outside Directallshave
specified that an alternative form of payment p&ediunder the Plan should apply in the event ®bhiher
death.

(xiii) Outside Director Restricted Unit Awards shall bbjeat to Section Qrovided,that no paymer
in respect of any Restricted Units shall be aceéer pursuant to Section 9 unless the Change ir@ona
change in ownership or effective control, or in thvenership of a substantial portion of the assdtthe
Corporation for purposes of Section 409A(a)(2)(Ad¥the Code. The number of Outside Director Retsid
Units theretofore awarded shall be adjusted auticaibt in the manner prescribed by Section 3(c).

(d)  Any applicable withholding taxes shall be paid mases of Common Stock subject to the Outside
Director Option or Outside Director Restricted UAward valued as the Fair Market Value of such ehamless the
Corporation agrees to accept payment in cash iartmunt of such withholding taxes.

(e) The Board, in its sole discretion, may determineetiuce the size of any Outside Director Option or
Outside Director Restricted Unit Award prior to grar to postpone the vesting or distribution of &utside Directo
Restricted Unit Award prior to grant.

2. The following new Section 8(f) is added the Planffective as of January 1, 2005, to read as followsith
respect to Restricted Units which are both earnedrad vested as of December 31, 2004:

) Unless otherwise expressly provided, Outside DireRestricted Units which are both earned and
vested as of December 31, 2004 shall not be atfdntehe Plan changes adopted as of January 1,taGasnply witr
Section 409A of the Code; and the time and formayfment provisions of the Plan applicable theret®ecember
31, 2004 shall continue to apply to such Outside®or Restricted Units.

3. The following new Section 12(j) is added to the Pha effective as of January 1, 2005, to read as foll's:

) It is intended that any compensation, benefit beotemuneration which is provided pursuant taor i
connection with the Plan which is considered tmbequalified deferred compensation for purposeSeation 409A
of the Code and which is not both earned and vestexdt December 31, 2004 shall be provided andipadnanner,
and at such time and in such form, as complies thighapplicable requirements of Section 409A ofGlee to avoid
the unfavorable tax consequences provided theoeindn-compliance. The Committee is authorizedn@nd the
Plan or any election under the Plan as may berdeted by it to be necessary or appropriate to emder further
evidence such required compliance with Section 46B#he Code.




It is specifically intended that all elections, sents and modifications thereto under the Plan rggpect to
compensation, benefit or other remuneration pravjp@suant to or in connection with the Plan whgcbonsidered t
be nonqualified deferred compensation for purpo$&ection 409A of the Code and which is not bamed and
vested as of December 31, 2004 will comply withdpelicable requirements of Section 409A of the €@dcluding
any transition or grandfather rules thereundeje Tommittee is authorized to adopt rules or reguia deemed
necessary or appropriate in connection therewitmtaipate and/or comply the requirements of $acti09A of the
Code (including any transition or grandfather rulereunder).

It is also intended that if any compensation, bewoefother remuneration which is provided pursuanr in
connection with the Plan is considered to be noliftpchdeferred compensation for purposes of Secio9A of the
Code but for being earned and vested as of DeceBih@004, then no material modification of therPddéter October
3, 2004 shall apply to such Plan benefits whichear®ed and vested as of December 31, 2004 unies s
modification expressly so provides.

[NAME_FIRST] [NAME_ LAST]
[ADDRESS1]

[ADDRESS?2]

[CITY] [STATE] [ZIP]

RESTRICTED STOCK UNIT AWARD AGREEMENT

You have been granted an Outside Director Restrididt Award (“RSUs”) as follows:

Grant Date # RSUs Vesting Date Payment Date

After Termination of
Board Service

Plan Information: The RSUs have been granted pursuant to the 19@2& 8icentive Plan, as amended and restated onZ2]
2003, and modified on August 26, 2003 and on May2B05 (the “Plan”)and are subject to all the restrictions, conditiane
other terms contained in that Plan (see the endl®espectus and Prospectus Supplement for a synwhaine Plan). Eac
RSU represents the right to receive one share 8dDBeneral common stock (or equivalent cash paraethe sole discreti
of the Compensation Committee) on the Payment Date.

Important Tax Law Changes: Due to tax law changes enacted in the Americas @rbation Act of 2004 and applicable to the
Plan effective January 1, 2005, new rules contain&kction 409A of the Internal Revenue Code (“IR&pply to the payment

of RSUs. These new rules apply to RSUs that avestad as of, or granted after, December 31, 260dase refer to the
Prospectus Supplement dated May 24, 2005 for nméoenhation.

Vesting Information: The RSUs generally will vest on the Vesting Datefesgh above if you are a member of the Boar
that date. The Vesting Date may be accelerated apohange in control of Dollar General, or upon tiemination of you
service as a director by reason of death, DisgtolitNormal Retirement (each as defined in the Rlalhas set forth in the Ple
If your service as a director is terminated for €agas defined in the Plan), all RSUs, vested arwidl terminate immediate
and you will not be entitled to any payment witBpect to your RSUSs.

Payment Date and Form: You will not receive a payment relating to the RSuiil you have ceased to be a Board men
Your payment will be made in shares of Dollar Gaheommon stock (other than fractional shares, Wwkidl be paid in cash
or in cash or part shares and part cash at theoptilen of the Compensation Committee. You can sbdo receive your paym
either in a single lump sum or in 10 or less aninstiallments. You also may choose the timing afirylomp sum payment
first payment installment from 3 options: (1) a®mls@s practicable after you cease to be a Boardbme(subject to a Gontr
delay if you are a “key employee”@) on the first day of the calendar month beginmimgye than 6 months after you cease 1
a Board member; or (3) on the first anniversarthefdate on which you cease to be a Board mer



Your elections will apply t@ll RSUs granted to you under the Plan, not just tedlsubject to this particular award. Youmitial
Payment Electionsivill be either those in place on December 31, 2@0%any later date permitted under IRC Section 469

allowed by the Compensation Committee) or, in thene you do not affirmatively choose your electiansfollow the prope
procedures for doing so, the Plan




Default Payment Provisions (described below). Yoayrmake changes to your Initial Payment Electiofsr &ecember 3
2005 as long as:

(a) you make the changes no later than 1 full yearreefour service as an Outside Director terminates;

(b) the changes do not have the effect of acceler#imgime or schedule of payment (e.g., you maychange fror
installments to a lump sum; and you may not eleeiccelerate time of payment); and

(©) the changes defer the first payment for at leagédrs from the previously selected payment dateefs fol
elections to change the time or form of paymentratatted to death or disability).

Your payment elections must be in writing (seedit¢a form). If you make no payment elections, ymayment will be made in
lump sum (the Plan’s default payment form) as sa@mpracticable after you cease to be a Board menuigect to a Grontr
delay if you are a “key employee” (the Plan’s déf@ayment time). The Plas’'default payment form and default payment
are the “Plan Default Payment Provisions”.

You may also designate a beneficiary to receive payments in the event of your death at any titfigg’ou make no beneficia
designation, your payments will be made to youatestipon your death.

General Information: Section 8(c)(xi) of the Plan requires that you eimé an agreement with Dollar General regardimg
award. Accordingly, please sign below and returBusan Lanigan.

IN WITNESS WHEREOF, the parties have executedAlgigeement effective as of , 2005.

DOLLAR GENERAL CORPORATION

By:

Susan S. Lanigan
Executive Vice President and General Counsel

[DIRECTOR NAME]




OUTSIDE DIRECTOR RESTRICTED UNIT AWARD
PAYMENT ELECTION FORM

Instructions; Please complete the following with respect to:

« The timing of payment of your RSUs; and
« Your designated beneficiary.

Please note that your elections will apply to all foyour RSUs (whether previously awarded, currentlyawarded or to be
awarded in the future), and that failure to file ary election means you have elected the Plan Defa®layment Provisions.

Except as provided below, you may change your payretections at any time through December 31, 2095%ompletin
another Election Form and submitting it to the t&ervices Administrator, 100 Mission Ridge, Godtdldlle, TN 3707z
Thereafter, you may change your payment electoomg if: (a) the new election is madet later than 1 full year prior to the
date on which you cease to be an Outside Direfttdthe new election does not accelerate the timseloedule of payment (e.
you cannot elect to change from installments tonapl sum; and you cannot elect to accelerate tinpagient), and (c) the fil
payment must be deferred for at least 5 years frenpreviously selected payment date (except fmtigins to change the time
form of payment not related to death or disability)

If properly completed and timely filed, this wilugersede any prior elections made by you immedgiaipbn receipt of yol
Election Form by the Stock Services Administratoless your service as a director terminates witlZirmonths of the receipt
your changes. In that case, your elections areideresl to be (1) those reflected on the last Edeckorm properly complet
and timely received by the Stock Services Admiatstr more than 12 months prior to your service teation date or (2) if the
is no Election Form properly completed and timedgaived by the Stock Services Administrator, thaisder the Plan Defal
Payment Provisions. We refer to the date on whalr gervice as a director terminates as your “SerVermination Date.”

Form of Payment: Chooseone of the following:
[ 1 Lump Sum Distribution

[ 1 Annual Installmentgif you choose this option, indicate below the nambf annual installments
desired, which may not exceed 10):
No. of Annual Installments:

Timing of Payment: Chooseone of the following to indicate when you would like yolump sum distribution or yo
first annual installment, as applicable, to be made

[ 1 Assoon as practicable after my ServicenTieation Date (subject to a 6-month delay if yoa ar
“key employee”);

[ 1 Onthe first day of the calendar month meging more than 6 months after my Service Termamati
Date

[ 1 Onthe first anniversary of my Service Témation Date

Date

Signature




OUTSIDE DIRECTOR RESTRICTED UNIT AWARD
BENEFICIARY DESIGNATION FORM

Instructions: Please complete the following with respect to yaesignated beneficiary for your Outside Directesticted Uni
Awards (“RSUs").

You may change your designated beneficiary at ang by completing another Beneficiary Designatiamrf and submitting
to the Stock Services Administrator, 100 Missiodd®, Goodlettsville, TN 37072.

Beneficiary Designation:

Please indicate below the name of the person torwymu would like your payments to be made upon yeath (if you do na
designate a beneficiary, payments will be madeoto pstate):

I understand that this Beneficiary Designation Feupersedes any prior Beneficiary Designation Fommy RSUSs.

Date

Signature

Form of
Stock Option Grant Notice

[NAME FIELD]
[ADDRESS FIELD]
[CITY, STATE, ZIP FIELD]

Stock Option Notice

Congratulations! Dollar General Corporation’s Bbaf Directors has awarded you the option to pusetshares of Dollar
General common stock as follows:

Grant Date # Options Option Price Grant Type Expiration Date

Plan Information: This non-qualified stock option has been grantagyant to the 1998 Stock Incentive Plan and igestlo
all the restrictions, conditions and other termstaimed in that Plan (See the Prospectus and gplesuents for a summary of
the Plan. A copy is enclosed if this is your fipsillar General stock option grant.)

Vesting Information: You must be employed on each scheduled vestingtddie entitled to this option. This grant will
vest in increments of % of the represented stasdollows:

% will vest on [date field]
% will vest on [date field]
% will vest on [date field]
% will vest on [date field]

Expiration Information:  This option is not exercisable after the expiratilate set forth above, subject to earlier termomad
provided in the Plan.



General Information: Please review the enclosed Frequently Asked Quesstieor additional information, contact the Stock
Services Line at , select optionfollowed by option ___ -OR- log on to your accoatit
[INSERT CURRENT WEB ADDRESS]

If you are a new Dollar General optionee, your Beas |dentification Number (PIN) for the websits,well as the Stock
Services Line, will be mailed to you under sepacaiger. Your user id for the stock option webgtgour 9 digit Social
Security number.

Form of
Restricted Stock Award Agreement

DOLLAR GENERAL CORPORATION
RESTRICTED STOCK AGREEMENT

This Agreement is made and entered into as of the day of , , by and between DOLLARNGRAL
CORPORATION, a Tennessee corporation (the “Comparayid : the
Company (the “Employee”).

WHEREAS , the Compensation Committee of the Compamoard of Directors has authorized a grant tdeimploye:

of ( ) shares of reddric@mpany common stock (the “Restricted Stogitijsuant to the terr
and provisions of the Dollar General Corporatio@8 $tock Incentive Plan (the “Planard of the Employment Agreem
effective , by and between thegany and Employee (the “Employment Agreement'hl a

WHEREAS , Section 7(b) of the Plan requires the executibmro agreement evidencing the Restricted Stockt
within 60 days after the grant date, and provithas ho rights shall attach to the grant until tlePany receives a fully execu
copy of such agreement.

NOW, THEREFORE , for and in consideration of the premises androgoed and valuable consideration, including
services to be rendered to the Company by the Braplahe Company does hereby grant the Restrictezk $0 the Employe
and the Employee accepts such Restricted Stodkeofollowing terms and conditions:

(1) Grant of Restricted StockThe Company hereby grants to the Employee om#ite hereof
( ) shares of Restricted Stock, subject tthallrestrictions, limitations and other terms @gnavisions of the [Employme
Agreement, the] Plan and this Agreement. The Compgaall cause such Restricted Stock to be issuatidompanys stocl
transfer agent who will release such RestrictedlSto the Employee solely upon the written instiats of the Company. Tl
Company shall maintain physical custody of theifieate(s) representing the Restricted Stock.

(2) Restrictions. Until the Restricted Stock vests, the RestricBtdck shall be subject to the prohibitions
restrictions on transfer set forth herein and ia Blan (the “Restrictions”)The Employee shall have all of the rights «
shareholder of the Company, including the righvate the shares and to receive any cash dividestdsk dividends or stoi
splits issued with respect to the Restricted Swltil be treated as additional shares of Restriftedk that are subject to -
same restrictions, and all other terms and conditibat apply to the shares on which such dividemespaid or additional sha
are issued.

(3) Vesting. [Except as may be provided in the Employmenteggnent in cases of death, Disability (as defint
the Employment Agreement), termination of employmen expiration of employment Term (as definedtlie Employmer
Agreement),] the Restricted Stock, subject totsl testrictions, limitations and other terms anavjgions of the [Employme
Agreement, the] Plan and this Agreement, shall aedtthe Restrictions shall lapse in accordancle tlii¢ following schedule,
long as the Employee is employed by the Companyhempplicable vesting date:




Number of Shares Vesting Date

(4) Non-transferability. Unvested Restricted Stock is not transferablehisyEmployee other than to a membe
Employees Immediate Family (as defined in the Plan) orusttfor the benefit of Employee or a member of Inisnediatt
Family (as defined in the Plan), or by will or tlaevs of descent and distribution, or as otherwiswided from time to time |
the Plan.

(5) Agreement Subject to [Employment Agreement andhPl&his Agreement does not undertake to expre:
conditions, terms and provisions of the [Employmagteement or the] Plan. The grant of the Resuli@éock is subject in ¢
respects to all of the restrictions, limitationglather terms and provisions of the [Employmentefgnent and the] Plan, [e:
of] which, by this reference, is incorporated hertei the same extent as if copied verbatim. [Whieeeterms of the Employme
Agreement conflict with the terms of the Plan, thiems of the Plan shall govern and take precedenak cases.]

(6) Tax Withholding and Section 83(b) Electionst the time the Employee shall become subjeded@ral incom
taxation with respect to the Restricted Stock (redlyrupon vesting, unless the Employee files actada under Section 83(b)
the Code), the Employee shall pay to the Compaewthount of any Federal, state, local and otherstagquired to be withhe
by the Company with respect to the Restricted Sttfidkie Employee files an election under Secti@(bd of the Code with tt
Internal Revenue Service to include the fair maskate of any shares of Restricted Stock in grassrne while they are st
subject to the Restrictions, the Employee shaliqpty furnish to the Company a copy of such elattibhe Company may ma
such provisions and take such steps as it may dwmmssary or appropriate for the withholding ofFateral, state, local a
other taxes required by law to be withheld upon testing of the Restricted Stock. Unless otherwdséermined by tr
Committee, you will be permitted to elect to sudena sufficient number of shares of the vestedriRe=d Stock to satis
Dollar General’s minimum tax withholding obligation

(7) Acceptance of Restricted StockrThe Employee hereby accepts the Restricted Stloject to all the restrictior
limitations and other terms and provisions of tBemployment Agreement, the] Plan and this Agreement.

[Signature Pages Begin on the Following Page]




IN WITNESS WHEREOF, the parties have executedAlgigeement effective as of the day and year firsvabwritten.
DOLLAR GENERAL CORPORATION
By:

[name]
[title]

employee name

Form of
Restricted Stock Unit Award Agreement for OfficersEmployees

[name]
[address]

RESTRICTED STOCK UNIT AWARD AGREEMENT

Congratulations! The Compensation Committee (tBerimittee”) of Dollar General CorporatianBoard of Directors h
granted you a Restricted Unit Award for Restridtidts (“RSUS”) in your capacity as an employeeakws:

Grant Date # RSUs

In order for you to be entitled to this award, youst accept the award by signing and returningeg o this Agreement within
60 days after the grant date.

Plan Information: The RSUs have been granted pursuant to the 12@& 8tcentive Plan (the “Plan"nd are subject to all t
restrictions, conditions and other terms containetthat Plan (see the enclosed Prospectus andugpyesnents for a summary
the Plan). Each RSU represents the right to recane share of Dollar General common stock on #nstikg Date.

Vesting Information: The RSUs generally will vest in increments of of the represented shares if you remm
employee until the applicable Vesting Date for thatement as follows:

will vest on
will vest on
will vest on

Vesting will be accelerated upon a change in cotfr®ollar General (as defined in the Plan) or enthe circumstances (if ar
described in your employment agreement (if any)fiidirvesting of stock options, restricted stockather equity compensati
awards and may be accelerated as otherwise propidediant to the Plan, all as set forth in the PIdEn/our employment
terminated for Cause (as defined in the Plan)R&Ws, vested or not, will terminate immediately sod will not be entitled 1
any payment with respect to your RSUs. If your kEyyment ends for reasons other than Cause (asedefinthe Plan), all «
your vested RSUs which have not yet been settlidwisettled in due course, and all of your unedfRRSUs will be forfeited.

No Voting Rights: You have no right to vote shares of Dollar Geneomhmon stock represented by your RSUs, whetheea



or unvested. Once shares of Dollar General comstmek are issued to you in settlement of your \eR8Us, you will have ¢
rights normally associated with share ownershijuitiog the right to vote and to receive dividends.

Dividends: Prior to settlement of your vested RSUs, you wilt receive any dividends on shares of Dollar Ganesmmoil
stock represented by your RSUs.




Your RSUs will be credited with cash dividends whigould otherwise have been paid if the sharesalfab General commc
stock represented by your RSUs (including any deeraavested additional shares attributable to y®8tJs pursuant to tt
paragraph) were actually outstanding and thoseitsredll be accumulated. These dividend equivadentll be deemed to |
reinvested in additional shares of Dollar Geneasthmon stock (determined by dividing the deemed digldend amount by tt
Fair Market Value (as defined in the Plan) of areha Dollar General common stock on the relatedtdind payment date.

In addition, your RSUs will be credited with anychulividends or distributions that are paid in sisawf Dollar General comm
stock represented by your RSUs and will otherwisadjusted by the Committee for other capital gpomate events as provic
in the Plan.

Any such deemed cash or stock dividends or dididha or other adjustment, including deemed reitegadditional shares, w
vest or be forfeited based on the vesting or farfeiof the RSUs to which they are attributable.

Non-transferability . Unvested RSUs are not transferable by you dtieer to a member of your Immediate Family (as @&
in the Plan) or a trust for your benefit or the &inof a member of your Immediate Family (as defirin the Plan), or by will «
the laws of descent and distribution, or as othesvprrovided from time to time in the Plan.

Settlement Date and Form: Unless the Committee or the Board of Directorslements a deferred payment program for ve
RSUs and you timely elect to defer settlement afry@SUs, you will receive a payment relating to yeested RSUs increme
(together with any related vested dividend equivaleand adjustments for stock dividends or distiiims) on or shortly afti
each applicable Vesting Date (provided you haveersgatisfactory arrangement to pay or cause to lwetpa tax withholdin
associated with your vested RSUs increment). Yayment will be made in shares of Dollar Generahwmn stock (other thi
fractional shares, which will be paid in cash). léss otherwise determined by the Committee, you lvéilpermitted to elect
have Dollar General withhold, and thus not issugdo at settlement, a sufficient number of shafeBallar General commc
stock to satisfy Dollar General’s minimum tax witidiing obligation.

General Information: Section 7(b)(ii) of the Plan requires that youeenihto an agreement with Dollar General regardirig
award. Accordingly, please sign below and return to

IN WITNESS WHEREOF, the parties have executedAlgigeement effective as of :

DOLLAR GENERAL CORPORATION

By:

[name and title]

[name of employee]

DOLLAR GENERAL CORPORATION
ANNUAL INCENTIVE PLAN

SECTION 1
PURPOSE

The purpose of the Dollar General Corporation Ahtmgentive Plan is to permit Dollar General Corgtion (the
“Company”), through awards of annual incentive cemgation that satisfy the requirements for perforcesbased
compensation under Section 162(m) of the InterrmaleRue Code, to attract and retain executives@nbtivate these
executives to promote the profitability and growftthe Company.

SECTION 2
DEFINITIONS



“Award” shall mean the amount granted to a Participanh&yCommittee for a Performance Period.
“Board” shall mean the Board of Directors of the Compamyhe successor thereto.
“Code” shall mean the Internal Revenue Code of 1986, andet.

“Committee” shall mean the Compensation Committee of the Boasthy subcommittee thereof which meets the
requirements of Section 162(m)(4)(C) of the Code.

“Exchange Act”shall mean the Securities Exchange Act of 1934nasnded.

“Executive” shall mean any “covered employe@s(defined in Section 162(m) of the Code) andhéndiscretion ¢
the Committee, any other executive officer of thmpany or its Subsidiaries.

“Participant” shall mean, for each Performance Period, each Exeonho has been selected by the Committee to
participate in the Plan.

“Performance Period”shall mean the Company’s fiscal year or any otleeiog designated by the Committee with
respect to which an Award may be granted. Perfoom#&®eriods may not overlap.

“Plan” shall mean this Dollar General Corporation Annugeintive Plan, as amended from time to time.
“ Qualified Performance-Based Awatdneans an Award that is intended to qualify fag Bection 162(m)
Exemption and is made subject to performance dmded on Qualified Performance Measures.

“ Qualified Performance Measurésneans one or more of the performance measutesl lelow upon which
performance goals for certain Qualified PerformaBased Awards may be




established from time to time by the Committee imitine time period prescribed by Section 162(mthef Code

(@) Net earnings or net income (before or aftees

(b) Earnings per share;

(c) Net sales or revenue growth;

(d) Gross or net operating profit;

(e) Return measures (including, but not limitedrédurn on assets, capital, invested capital, tggsales, or
revenue);

()  Cash flow (including, but not limited to, o@ing cash flow, free cash flow, and cash flow meton capital);

(g) Earnings before or after taxes, interest, e@egtion, and/or amortization;

(h)  Gross or operating margins;

(i)  Productivity ratios;

()  Share price (including, but not limited topgrth measures and total shareholder return);

(k) Expense targets;

()  Margins;

(m) Operating efficiency;

(n) Customer satisfaction;

(o) Working capital targets;

(p) Economic Value Added,;

(@) Volume;

(n Capital expenditures;

(s) Market share;

(t) Costs;

(u) Regulatory ratings;

(v) Asset quality;

(w) Net worth; and

(x) Safety

“ Section 162(m) Cash Maximdmeans $2,500,000.

“ Section 162(m) Exemptidmmeans the exemption from the limitation on dechility imposed by Section 162(m)
of the Code that is set forth in Section 162(m)4)f the Code or any successor provision thereto.

SECTION 3
ADMINISTRATION

The Plan shall be administered by the Committeéchwvbhall have full authority to interpret the Plém establish
rules and regulations relating to the operatiothefPlan, to select Participants, to determinertagimum Awards and the
amounts of any Awards and to make all determinateomd take all other actions necessary or apptedoathe proper
administration of the Plan. The Committe@iterpretation of the Plan, and all actions takéhin the scope of its authorit
shall be final and binding on the Company, its shalders and Participants, Executives, former Etkeesiand their
respective successors and assigns. No member Gotimenittee shall be eligible to participate in lan.




SECTION 4
DETERMINATION OF AWARDS

(@) Prior to the beginning of each Performanceodepr at such later time as may be permittedpptieable
provisions of the Code (which, in the case of amaldied Performance-Based Award, currently is latgr than the earlier
of (i) 90 days after the beginning of the periodefvice to which the performance goal(s) relat@ipthe first 25% of the
period of service), the Committee shall establ{ghthe Executives or class of Executives who hdlParticipants in the
Plan; (2) for each Participant a maximum Award,chtshall be less than the Section 162(m) Cash Maxinand (3) the
performance goal(s) and Qualified Performance Megsyapplicable to, and the method for computireggmount payab
upon achievement of such performance goal(s) imection with, any Qualified Performance-Based Award

(b) Following the end of each Performance Perod, before any payments are made under the Plan, th
Committee shall certify in writing the satisfactiohthe performance goal(s) for any Qualified Perfance Measure(s)
applicable to any Qualified Performance-Based Award

(©) The Committee may reduce or eliminate the Algmanted to any Participant based on factors chéted
by the Committee, including but not limited to, fsemance against budgeted financial goals and #éngdipant’s personal
performance, provided, however, that any such resluor elimination shall not operate to increas@ualified
Performance-Based Award, or amount payable theexutmlany Participant who is Executive. The Cottarimay not
increase a Qualified PerformanBased Award, or amount payable thereunder, graotadParticipant who is an Executi

SECTION 5
PAYMENT OF AWARDS

Each Participant shall be eligible to receive,@msas practicable after the amount of such Ppaiitis Award for ¢
Performance Period has been determined, paymeiné &ward in cash. Payment of the award may berdsd in
accordance with a written election by the Partiotpa accordance with the terms of the Company’(3ERP Plan, as
such Plan may be amended and/or restated fromtdiree.

SECTION 6
AMENDMENTS

The Committee may amend the Plan at any time amd fime to time, provided that no such amendmeattoulc
require the consent of the shareholders of the @ompursuant to Section 162(m) of the Code, NY Stnly rules or the
Exchange Act, or any other applicable law, ruleegulation, shall be effective without such consélt amendment which
adversely affects a Participant’s rights to, oerast in, an Award granted prior to the date ofaimendment shall be
effective unless the Participant shall have agtkeerkto in writing.




SECTION 7
TERMINATION

The Committee may terminate this Plan at any tioigrbno event shall the termination of the Planeadely affect
the rights of any Participant to a previously geahfward without such Participant’s written consent

SECTION 8
OTHER PROVISIONS

€)) No Executive or other person shall have aayrcbr right to be granted an Award under this Riatil such
Award is actually granted. Neither the establishiéithis Plan, nor any action taken hereunderl] $leaconstrued as
giving any Executive any right to be retained ia #mploy of the Company. Nothing contained in Blen shall limit the
ability of the Company to make payments or awandSxecutives under any other plan, agreement angament.

(b) The rights and benefits of a Participant hed®u are personal to the Participant and, excegidpments
made following a Participant’s death, shall noshbject to any voluntary or involuntary alienatiassignment, pledge,
transfer, encumbrance, attachment, garnishmerther disposition.

(©) Awards under this Plan shall not constitutsmpensation for the purpose of determining partiogmaor
benefits under any other plan of the Company urdpssifically included as compensation in such plan

(d) The Company shall have the right to deduct from Adsany taxes or other amounts required to be witt
by law.

(e) All questions pertaining to the constructioggulation, validity and effect of the provisiorfstioe Plan shall
be determined in accordance with the laws of tla¢eSif Tennessee without regard to principles aflai of laws.

)] No member of the Committee or the Board, and niceff employee or agent of the Company shall b&d
for any act or action hereunder, whether of comimiser omission, taken by any other member, orroy @tficer, agent, or
employee, or, except in circumstances involving tagith, for anything done or omitted to be doné¢hea administration of
the Plan.

SECTION 9
EFFECTIVE DATE

The Plan shall be effective as of March 16, 2006jext to approval by the shareholders of the Caomppa
accordance with Section 162(m) of the Code.

2005 Store Support & DC
TEAMSHARE

Serve your Customers, Simplify Processes, Controbdpenses, Work Smart. . .

TEAMSHARE is an annual incentive program desigreedricourage high performance, while rewarding eygae
for their commitment to Dollar General’s succes$s.dalled TEAMSHARE becauseriequires teamwork. . .our
TEAMSHARE goals can only be met through the effort of every DG employee. Reaching our goals requires
dedication to establishing cost efficiencies, sifgplg processes, and focusing on custom8isve for excellencein
2005!



Your 2005 TEAMSHARE Plan

Fiscal Year-end Total Net

Bonus Level Your Bonus

Income
$ 3 %
$ 2 %
$ 1 %

* Plan information is non-public and confidential.
How Does it Work?

Your TEAMSHARE bonus is based on the Company’d ta¢dincome at fiscal year-end. That means ifi@ol

General’s year-end net income is $ ou will receive a “ItLevel” TEAMSHARE bonus. If the year-

end net income is $ , you will rezaiv2"d Level” TEAMSHARE bonus. Payout opportunities
between “levels” are possible.

You can calculate your bonus using the followingrfala:

Base Pay x Bonus Payout Opportunity X mos. of servi
12 months

Please refer to program guidelines (on back of pgenore details.

What is Net Income?

Net Income= Gross Margin — Operating Expenses, Interest Esgpand Taxes

Note: May exclude unusual items as approved fiome to time by the Compensation Committee of tharBaf
Directors.

« Operating Expenses= Payroll, Supplies, Operating Costs, Utilities. et

Strive for excellence in 2005!




GUIDELINES
Who'’s Eligible?
An employee must meetachof the following criteria:
1. Regular, full-time or part-time Store SupparDe&C employee during the fiscal year.

2. Actively employed with Dollar General on Marth, 2006. An employee terminated for gross
misconduct after March 15, 2006 will forfeit hisfi®nus.

3. Receive a year-end performance rating of “mstatsdard” (1.75) or greater.
Months of Service

Bonuses are pro-rated based on the number of mentpkyed during the fiscal yean employee must be
hired/rehired on or before the 8of the month to receive credit for the month.

Example

Jane Doe hired on June 20, 2005.

Jane will not receive credit for June as the mgjai the month is over.
Jane will receive credit for July, 2005 — Janu2606.

Jane will receive a pro-rated bonus for seven nsontf/12

Rehired Employees

Employees who leave the company and are relueing the same fiscal year will be bonus eligiioten the date of
rehireunlessrehired within 30 days from the date of terminatiService will be bridged for persons who are away
from the Company less than 30 days. Persons whehired after 30 days forfeit any bonus amoumeguduring the

fiscal year prior to termination.
Transfers/Promotions

Employees who also worked in a retail position dgrthe fiscal year are eligible for a pro-ratedmofrom each

bonus planNote: Eligibility requirements must be met in eagbpective plan to receive a bonus from that plan.

Example
District Manager from Jan 29, 2005 — June 12, 280@612 District bonus plan
Corporate employee from June 13, 2005 — Feb 3, 20&2 Store Support bonus plan




Employees on Leave of Absence

Employees on leavare eligible for a pro-rated bonus based on thelbumaf months worked during the fiscal year
(provided employment has not terminated before Mafs, 2006).

Bonus Payout

If the Companymeets its performance goals aralimeet the eligibility guidelines, you will be eliggfor a
TEAMSHARE bonus! Please note that the IRS considdrysnus to be supplemental income. Thereforapthemum
federal tax, as well as FICA and other applicabdéestaxes, are deducted as required.

Your bonus will be paid as soon as possible dfieiGompany year-end performance results are alail@enerally,
checks are issued in April.

* Dollar General reserves the right to adjust, athensuspend the TEAMSHARE program at any time.

Summary of Director Compensation
On May 24, 2005, the Board of Directors of Dollaen@ral Corporation (the “Companygpproved the followin
schedule of fees for the directors of the Compaiw \&re not otherwise officers or employees of tleen@any or any of i
subsidiaries or affiliates (the “Non-Employee Dims"), to be effective for meetings held on oeaftlay 25, 2005:

Annual Cash Retainer (payable in quarterly installmrents):

All Board Members: $35,000
Additional Cash Retainer (payable in quarterly insi@allments):
Audit Committee Chair: $20,000
Other Committee Chair: $10,000
Presiding Director: $15,000

Board and Committee Meeting Fees:
Attended in Person:

Board $1,250/meeting
Audit Committee $1,500/meeting
Other Committees $1,250/meeting
Telephonic: $625/meeting
Equity Grants:

4,600 Restricted Stock Units/year (under the tesfrthe Company’s 1998 Stock Incentive Plan)

Directors also receive reimbursement for fees aqmbmses incurred in connection with continuing edionr seminai
and travel expenses related to meeting attendanCerapany-requested appearances.

Non-Employee Directors may defer all or a part of apgsf normally paid by the Company to them pursuard
voluntary nonqualified compensation deferral plahe compensation eligible for deferral includes &maual retainer, meeti
and other fees, as well as any per diem compemsfticspecial assignments, earned by a directosdovice to the Board or o
of its committees. The compensation deferred iditzd to a liability account, which is then invebtat the option of the direct
in either an account that mirrors the performarfca fund selected by the Compensation Committeésatelegate (theMutual
Fund Options”) or in a phantom stock account whiglrors the performance of the Company’s commogks{the ‘Commor
Stock Option”). In accordance with a directoglection, the deferred compensation will be paid lump sum or in month
installments over a 5, 10 or 15-year period, oroenlgination of both, at the time designated by then pipon a directos’
resignation or termination from the Board. Howewedirector may request to receive an “unforeseeallergency hardship” in-
service lump sum distribution of amounts creditedis account in accordance with the terms of ferdal plan. All deferre
compensation will be immediately due and payablenug “change in control’as defined in the compensation deferral pla
the Company. Effective January 1, 2005, accourarizals deemed to be invested in the Mutual Fundo@ptire payable in ce
and account balances deemed to be invested indhmem@n Stock Option are payable in shares of the gaoryis common stoc
and cash in lieu of fractional shares. Prior touzaly 1, 2005, all account balances were payabdash. The above descriptior



the deferral plan is qualified in its entirety thetactual terms of the deferral plan.

CERTIFICATIONS

I, David A. Perdue, certify that:

1.

2.

5.

| have reviewed this quarterly report on Foi®aQL of Dollar General Corporation;

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

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

The registrans’ other certifying officer(s) and | are responsifide establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAbes 13a-15(e) and 13db(e)) and internal control o\
financial reporting (as defined in Exchange Actédul3a-15(f) and 15d-15(f)) for the registrant hade:

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

(b) Designed such internal control over financ&dorting, or caused such internal control oveariitia
reporting to be designed under our supervisiomprtwvide reasonable assurance regarding the retie
of financial reporting and the preparation of fineh statements for external purposes in accordaiiity
generally accepted accounting principles;

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

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

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

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




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

Date: August 25, 2005 /s/ David A. Perdue

David A. Perdue
Chief Executive Officer

I, David M. Tehle, certify that:

1.

2.

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

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

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

The registrant’ other certifying officer(s) and | are responsifide establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAbes 13a-15(e) and 13db(e)) and internal control o\
financial reporting (as defined in Exchange Acté&dul3a-15(f) and 15d-15(f)) for the registrant hade:

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

(b) Designed such internal control over financ&dorting, or caused such internal control oveariitia
reporting to be designed under our supervisiomprtwvide reasonable assurance regarding the retie
of financial reporting and the preparation of fineh statements for external purposes in accordaiiity
generally accepted accounting principles;

(c) Evaluated the effectiveness of the registgadtsclosure controls and procedures and presemn
this report our conclusions about the effectiveraddhe disclosure controls and procedures, akeeni
of the period covered by this report based on swettuation; and

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

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




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

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

Date: August 25, 2005 /s/ David M. Tehle

David M. Tehle
Chief Financial Officer

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

Each of the undersigned hereby certifies that$dkhowledge the Quarterly Report on FormQ@er the fiscal quart:
ended July 29, 2005 of Dollar General Corporatitime (“Company”) filed with the Securities and Exchat
Commission on the date hereof fully complies witle requirements of section 13(a) or 15(d) of theu8ges
Exchange Act of 1934 and that the information co@d in such report fairly presents, in all materespects, tr
financial condition and results of operations & @ompany.

/s/ David A. Perdue

Name: David A. Perdue
Title: Chief Executive Officer
Date: August 25, 2005

/s/ David M. Tehle

Name: David M. Tehle
Title: Chief Financial Officer
Date: August 25, 2005
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