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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 October 30, 2009
Commission File Number: 00111421

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

TENNESSEE 61-0502302
(State or other jurisdiction of (ILR.S. Employer
incorporation or organization) Identification No.)

100 MISSION RIDGE

GOODLETTSVILLE, TN 37072
(Address of principal executive offices, zip code)

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

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

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

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

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

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

The registrant had 340,588,205 shares of commak statstanding on December 1,
2009.






PART I—FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

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

October 30, January 30,
2009 2009
ASSETS (Unaudited) (see Note 1)
Current assets:
Cash and cash equivalents $ 337,019 $ 377,995
Merchandise inventories 1,680,273 1,414,955
Income taxes receivable 31,268 6,392
Deferred income taxes - 4,600
Prepaid expenses and other current assets 68,754 66,183
Total current assets 2,117,314 1,870,125
Net property and equipment 1,305,858 1,268,960
Goodwill 4,338,589 4,338,589
Intangible assets, net 1,293,280 1,325,558
Other assets, net 77,491 85,967
Total assets $ 9,132,532 $ 8,889,199
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of long-term obligations $ 26,762 $ 14,158
Accounts payable 852,988 678,421
Accrued expenses and other 381,346 375,045
Income taxes payable 3,659 7,611
Deferred income taxes 46,178 -
Total current liabilities 1,310,933 1,075,235
Long-term obligations 4,105,252 4,122,956
Deferred income taxes 547,180 556,101
Other liabilities 298,622 289,288
Redeemable common stock 15,131 13,924
Shareholders’ equity:
Preferred stock - -
Common stock 278,202 278,114
Additional paid-in capital 2,497,939 2,489,647
Retained earnings 115,878 103,364
Accumulated other comprehensive loss (36,605 (39,430
Total shareholders’ equity 2,855,414 2,831,695
Total liabilities and shareholders’ equity $ 9,132,532 $ 8,889,199

See notes to condensed consolidated financialnstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share data)

For the 13 weeks ended

For the 39 weeks ended

October 30, October 31, October 30, October 31,
2009 2008 2009 2008

Net sales $ 2,928,751 $ 2,598,938 $ 8,610,595 $ 7,611,820
Cost of goods sold 2,025,669 1,826,651 5,946,113 5,388,421
Gross profit 903,082 772,287 2,664,482 2,223,399
Selling, general and administrative

expenses 686,843 634,055 1,990,157 1,831,241
Litigation settlement and related costs - 34,500 - 34,500
Operating profit 216,239 103,732 674,325 357,658
Interest income (26) (619) (135) (2,793)
Interest expense 87,612 98,393 266,792 298,698
Other (income) expense 513 266 (215) 856
Income before income taxes 128,140 5,69 407,883 60,897
Income taxes 52,491 12,998 155,638 34,569
Net income (loss) $ 75,649 $ (7,306) $ 252,245 26,328
Earnings (loss) per share:
Basic $ 0.24 $ (0.02) $ 0.79 $ 0.08
Diluted $ 0.24 $ (0.02) $ 0.79 $ 0.08
Weighted average shares outstanding:
Basic 317,945 317,570 317,919 317,464
Diluted 320,558 317,570 319,454 317,896

See notes to condensed consolidated financialnstates.




DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands)

For the 39 weeks ended

October 30, October 31,
2009 2008
Cash flows from operating activities:
Net income $ 252,245 $ 26,328
Adjustments to reconcile net income to net caskigsea by
operating activities:
Depreciation and amortization 194,045 184,155
Deferred income taxes 40,298 30,057
Noncash share-based compensation 9,249 7,206
Noncash inventory adjustments and asset impairment 2,697 35,587
Tax benefit of stock options (308) (576)
Other noncash gains and losses 6,514 3,736
Change in operating assets and liabilities:
Merchandise inventories (262,993) (364,697)
Prepaid expenses and other current assets 8§3,04 (7,218)
Accounts payable 162,867 169,276
Accrued expenses and other 19,427 192,983
Income taxes (28,828) (24,606)
Other (1,038) 8,911
Net cash provided by operating activities 391,127 261,142
Cash flows from investing activities:
Purchases of property and equipment (186,859) (159,709)
Purchases of short-term investments - (9,903)
Sales of short-term investments - 61,547
Proceeds from sale of property and equipment 682 971
Net cash used in investing activities (186,177) (107,094)
Cash flows from financing activities:
Issuance of common stock 2,018 2,268
Issuance of long-term obligations 1,080 -
Repayments of borrowings under revolving creditlitsc - (102,500)
Repayments of long-term obligations (7,921) (3,223)
Repurchases of common stock and stock options 1,680Q) (788)
Payment of cash dividends and related amounts 239,731) -
Tax benefit of stock options 308 576
Net cash used in financing activities (245,926) (103,667)
Net increase (decrease) in cash and cash equisalent (40,976) 50,381
Cash and cash equivalents, beginning of period 377,995 100,209
Cash and cash equivalents, end of period $ 337,019 $ 150,590
Supplemental schedule of noncash investing andding activities:
Purchases of property and equipment awaiting psingg$or payment,
included in Accounts payable $ 19,174 $ 20,259
Expiration of equity repurchase rights $ - $ 2,548

See notes to condensed consolidated financialnstates.




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

1. Basis of presentatior

The accompanying unaudited condensed consolidetaacial statements of Dollar
General Corporation and its subsidiaries (the “Canyp) have been prepared in accordance
with accounting principles generally accepted m thited States of America (“U.S. GAAP”)
for interim financial information and are presenieéccordance with the requirements of Form
10-Q and Rule 10-01 of Regulation S-X. Such finahsiatements consequently do not include
all of the disclosures normally required by U.S.&Aor those normally made in the
Company’s Annual Report on Form 10-K. Accordinghg reader of this Quarterly Report on
Form 10-Q should refer to the Company’s Annual Repo Form 10-K for the year ended
January 30, 2009 for additional information.

The Company’s fiscal year ends on the Friday clasge3anuary 31. Unless the context
requires otherwise, references to years contaiaegirhpertain to the Company’s fiscal year.
The Company’s 2009 fiscal year will end on JanZ8y2010 and its 2008 fiscal year ended on
January 30, 2009.

The accompanying unaudited condensed consolidetadcial statements have been
prepared in accordance with the Company’s customeggunting practices. In management’s
opinion, all adjustments (which are of a normalreiog nature) necessary for a fair present:
of the consolidated financial position as of Octa®@, 2009 and results of operations for the 13-
week and 39-week accounting periods ended Octdhe20®9 and October 31, 2008 have been
made.

The unaudited condensed consolidated balance abeétlanuary 30, 2009 has been
derived from the audited consolidated financialesteents at that date but does not include all of
the information and notes required by U.S. GAAPdomplete financial statements.

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

The Company uses the last-in, first-out (LIFO) noeltlof valuing inventory. An actual
valuation of inventory under the LIFO method is mad the end of each year based on the
inventory levels and costs at that time. Accordmgiterim LIFO calculations are based on
management’s estimates of expected year-end inyeleteels, sales for the year and the
expected rate of inflation/deflation for the yeHBne interim LIFO calculations are subject to
adjustment in the final yeand LIFO inventory valuation. The Company recortdeD (credit)
provisions of $(0.5) million and $31.8 million ihe 39-week periods ended October 30, 2009
and October 31, 2008, respectively. In additiorgaing estimates of inventory shrinkage and
initial markups and markdowns are included in titerim cost of goods sold calculation.




Because the Company’s business is moderately ssatiomresults for interim periods are not
necessarily indicative of the results to be expktde the entire year.

On September 8, 2009, the Company’s Board of Dorealeclared a special dividend on
the Company'’s outstanding common stock (includimayss of restricted stock) of $0.7525 per
share, or approximately $239.3 million in the agate, which was paid on September 11, 2009
to shareholders of record on September 8, 200@. sphcial dividend was paid with cash
generated from operations. Pursuant to the terrtteed€ompanys stock option plans, holders
stock options received either a pro-rata adjustrteetite terms of their share-based awards or a
cash payment in substitution for such adjustmenat iEsult of the dividend.

The Company effected a reverse stock split effeddetober 12, 2009, of 1 share for
each 1.75 shares outstanding as of that datehatesand per share amounts presented in the
condensed consolidated financial statements haate &djusted to reflect the reverse stock split.

The Company recorded impairment charges includ&E&A expense of approximate
$5.0 million and $2.1 million in the 39-week persoof 2009 and 2008, respectively, to reduce
the carrying value of certain of its stores’ leaddhmprovement and equipment assets. The
Company’s impairment analysis indicated that sunbunts would not be recoverable primarily
due to projected future cash flows at these lonatishich are less than the carrying values of
the assets.

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

In June 2009 the Financial Accounting Standardsd@(&ASB”) issued a new
accounting standard which established the FASB &cting Standards Codification (“ASC8s
the source of authoritative U.S. GAAP recognizedh®yFASB to be applied by
nongovernmental entities. Rules and interpretileases of the Securities and Exchange
Commission (“SEC”) under authority of federal seies laws are also sources of authoritative
GAAP for SEC registrants, including the Company.&&ptember 15, 2009, the effective date
of this standard, the ASC superseded all theniegiston-SEC accounting and reporting
standards. All other nongrandfathered non-SEC atoayliterature not included in the ASC
became nonauthoritative. The adoption of this staté did not have a material effect on the
Company’s financial position or results of operasio

In June 2009 the FASB issued a new accounting atdrrélating to variable interest
entities. This standard amends previous standadiseguires an enterprise to perform an
analysis to determine whether the enterprise’sabégiinterest or interests give it a controlling
financial interest in a variable interest entityesifies updated criteria for determining the
primary beneficiary, requires ongoing reassessnwnigether an enterprise is the primary
beneficiary of a variable interest entity, elimesthe quantitative approach previously required
for determining the primary beneficiary of a vateamterest entity, amends certain guidance for
determining whether an entity is a variable inteesdity, requires enhanced disclosures abo
enterprise’s involvement in a variable interesttgnand includes other provisions. This
standard will be effective as of the beginningtef Companys first interim and annual reporti
periods that begin after November 15, 2009. Eagpglication is prohibited. The Company
currently






does not expect the impact of this standard oroitsolidated financial statements to be
material.

During the second quarter of 2009 the Company adiojiie ASC Subsequent Events
Topic. The objective of this topic is to establggneral standards of accounting for and
disclosures of events that occur after the balaheet date but before financial statements are
issued or are available to be issued. In partictiés topic sets forth the period after the baéanc
sheet date during which management of a reporttigyeshould evaluate events or transactions
that may occur for potential recognition or disciasin the financial statements, the
circumstances under which an entity should recageiznts or transactions occurring after the
balance sheet date in its financial statementsitandisclosures that an entity should make
about events or transactions that occurred afeebéthance sheet date. The adoption of these
standards has not had a material effect on the @oywp consolidated financial statements.

The Company adopted the additional disclosure prons of the ASC Derivatives and
Hedging Topic during the first quarter of 2009 &dssed in Note 6.

As discussed in Note 5, effective January 31, 2869Company changed its accounting
for fair value of its nonfinancial assets and lidieis in connection with the adoption of certain
provisions of the ASC Fair Value Measurements aistiDsures Topic.

2. Comprehensive income (loss

Comprehensive income (loss) consists of the folhgwi

13 Weeks Ended 39 Weeks Ended
October 30, October 31, October 30, October 31,
(in thousands) 2009 2008 2009 2008
Net income (loss) $ 75649 $ (7,306) $ 252,245 $ 26,328
Unrealized net gain on hedged transactions, net
of income tax expense of $45, $117, $1,559,
and $14,893, respectively (see Note 6) 18 1,276 2,825 26,057
Comprehensive income (loss) $ 75667 $ (6,030) $ 255070 $ 52,385

3. Earnings (loss) per share
Earnings (loss) per share is computed as followgh@usands, except per share data):

13 Weeks Ended October 30, 2009 13 Weeks Ended October 31, 2008

Net Per Share Net Per Share
Income Shares Amount (Loss) Shares Amount

Basic earnings (loss) per shai® 75,649 317,945 $ 024 $ (7,306, 317,570 $ (0.02)
Effect of dilutive share-based

awards 2,613 -
Diluted earnings (loss) per
share $ 75,649 320,558 $ 024 $ (7,306, 317,570 $ (0.02)




39 Weeks Ended October 30, 2009 39 Weeks Ended October 31, 2008

Net Per Share Net Per Share
Income Shares Amount Income Shares Amount

Basic earnings per share ~ $ 252,245 317,919 $ 0.79 $ 26,328 317,464 $ 0.08

Effect of dilutive share-based
awards 1,535 432

Diluted earnings per share $ 252,245 319,454 $ 0.79 $ 26,328 317,896 $ 0.08

Basic earnings (loss) per share was computed hgilgvnet income (loss) by the
weighted average number of shares of common statsitamding during the period. Diluted
earnings (loss) per share was determined basdtedtlutive effect of stock options using the
treasury stock method. For the 13 weeks ended @cfih 2008, the effect of dilutive stock-
based awards was approximately 0.4 million shamds lzecause the Company had a net loss for
this period, these incremental shares have bedud®edfrom the computation of diluted
earnings per share as the effect of their inclusionld be anti-dilutive.

4, Income taxes

Under the accounting standards for income taxesasset and liability method is used
for computing the future income tax consequences/ehts that have been recognized in the
Company’s consolidated financial statements ornmetax returns.

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

Subsequent to February 3, 2007, the Company eléztedtord income tax related
interest and penalties as a component of the poovisr income tax expense.

The Internal Revenue Service (“IRS”) is examinihg Company’s federal income tax
return for fiscal year 2005. The 2004 and earimod years are not open for examination. The
2006, 2007 and 2008 fiscal years, while not cutyamtder examination, are subject to
examination at the discretion of the IRS. The Camypalso has various state income tax
examinations in progress. Generally, the Compa2@G5 and later tax years remain open for
examination by the various state taxing authorifidee results of these examinations could
result in changes, which changes could be mat¢oithe Company’s income tax liability. The
estimated liability related to income tax examioa$ is included in the Company’s reserve for
uncertain tax positions.

As of October 30, 2009, the total reserves for tagetax benefits, interest expense
related to income taxes and potential income taalties were $47.1 million, $8.8 million and
$1.4 million, respectively, for a total of $57.3loin. Of this amount, $3.3 million and $53.0
million are reflected in current liabilities as Aoged expenses and other and in noncurrent Other
liabilities, respectively, in the condensed corgatied balance sheet with the remaining $1.0






million reducing deferred tax assets related toopetrating loss carry forwards. The reserve for
uncertain tax positions decreased during the 3%weeod ended October 30, 2009 by $12.0
million due principally to settlements with taxiagthorities and the reduction of a liability
associated with an accounting method utilized leyGompany for income tax return filing
purposes. Further, the Company believes it is reddy possible that the reserve for uncertain
tax positions may be reduced by approximately $t@lon in the coming twelve months
principally as a result of the expected filing afiacome tax accounting method change request
that is expected to resolve certain uncertaingéged to accounting methods employed by the
Company for income tax return filing purposes. Téasonably possible change of $16.2 mil

is included in both current liabilities ($2.4 milii) and other noncurrent liabilities ($13.8
million) in the condensed consolidated balance tsheef October 30, 2009. Also, as of Octc
30, 2009, approximately $32.8 million of the resefor uncertain tax positions would impact
the Company’s effective income tax rate if the Campwere to recognize the tax benefit for
these positions.

The effective income tax rates for the periods drfdetober 30, 2009 and October 31,
2008 were 41.0% and 228.4%, respectively, for Bwvéek periods, and 38.2% and 56.8%,
respectively, for the 39-week periods. The 39-waekod ended October 30, 2009 benefited
from a reduction in a deferred tax valuation allosarelated to state income tax credits that did
not occur in 2008. In addition, relative to the 2Qriods, the 2008 periods were negatively
impacted by the non-deductible settlement of staden litigation related to the 2007 merger
that was recorded in the 13-week period ended @ct®b, 2008.

5. Assets and liabilities measured at fair valur

On January 31, 2009, the Company adopted compoaktite accounting standards for
fair value, which define fair value, establish anfrework for measuring fair value, and expand
disclosures about fair value measurements. Thasdatds apply to reported balances that are
required or permitted to be measured at fair vahaer existing accounting pronouncements;
accordingly, the standard does not require anyfaeawalue measurements of reported
balances.

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

The Company has determined that the majority ofrthats used to value its derivative
financial instruments fall within Level 2 of theifaalue hierarchy. However, the credit
valuation adjustments associated with its derieatiutilize Level 3 inputs , such as estimates of
current credit spreads to evaluate the likelihobdefault by itself and its counterparties. As of
October 30, 2009, the Company has assessed thicsigoe of the impact of the credit




valuation adjustments on the overall valuationt®ferivative positions and has determined that
the credit valuation adjustments are not signifi¢arthe overall valuation of its derivatives. A
result, the Company has determined that its devizatluations in their entirety, as discusse
detail in Note 6, are classified in Level 2 of fae value hierarchy. The Company does not |
any fair value measurements using significant ueniable inputs (Level 3) as of October 30,
2009.

Quoted Prices

in Active
Markets Significant
for Identical Other Significant
Assets and Observable Unobservable Balance at
Liabilities Inputs Inputs October 30,
(In thousands) (Level 1) (Level 2) (Level 3) 2009
Assets:
Trading securities (a) $ 8,64 $ - 0% - 0% 8,643
Derivative financial instruments (b) - 1,40C - 1,40C
Liabilities:
Long-term obligations (c) 4,217,99 16,317 - 4,234,31:
Derivative financial instruments (d) - 60,16: - 60,16:

(@ Reflected in the condensed consolidated balaheet as Prepaid expenses and other currerg a6$4t044 and
Other assets, net of $7,599.

(b) Reflected in the condensed consolidated balaheet as Prepaid expenses and other currerg.asset

(c) Reflected in the condensed consolidated balaheet as Current portion of long-term obligation$24,822
and Long-term obligations of $4,098,295.

(d) Reflected in the condensed consolidated balaheet as Other liabilities.

6. Derivatives and hedging activities

Disclosure requirements for derivative instrumemtd hedging activities are intended to
provide users of financial statements with an enbdrunderstanding of: (a) how and why an
entity uses derivative instruments, (b) how densainstruments and related hedged items are
accounted for under the relevant accounting staisgdand (c) how derivative instruments and
related hedged items affect an entity’s financ@ipon, financial performance, and cash flows.
Qualitative disclosures about objectives and ggragefor using derivatives, quantitative
disclosures about the fair value of and gains asglds on derivative instruments, and disclo:
about credit-risk-related contingent features inwdive instruments are required.

The Company records all derivatives on the balasheet at fair value. The accounting
for changes in the fair value of derivatives deenid the intended use of the derivative, whe
the Company has elected to designate a derivatiaehedging relationship and apply hedge
accounting and whether the hedging relationshipshtisfied the criteria necessary to apply
hedge accounting. Derivatives designated and guajifas a hedge of the exposure to changes
in the fair value of an asset, liability, or firmmamitment attributable to a particular risk, susl
interest rate risk, are considered fair value hedDerivatives designated and qualifying as a
hedge of the exposure to variability in expectadrei cash flows, or other types of forecasted
transactions, are considered cash flow hedgesv@ieres may also be designated as hedges of
the foreign currency exposure of a net investmetforeign operation. Hedge accounting
generally provides for the matching of the timirfggain or loss recognition on the hedging




instrument with the recognition of the changedmfair value of the hedged asset or liability
that are attributable to the hedged risk in afalue hedge or the earnings effect of the hedged
forecasted transactions in a cash flow hedge. Tdmepany may enter into derivative contracts
that are intended to economically hedge a certaitign of its risk, even though hedge
accounting does not apply or the Company electsonapply the hedge accounting standards.

Risk management objective of using derivatives

The Company is exposed to certain risks arisingpnfboth its business operations and
economic conditions. The Company principally masatgeexposures to a wide variety of
business and operational risks through manageniéstanre business activities. The Company
manages economic risks, including interest rag@jdity, and credit risk, primarily by managi
the amount, sources, and duration of its debt fumdind the use of derivative financial
instruments. Specifically, the Company enters dedvative financial instruments to manage
exposures that arise from business activitiesrdgtlt in the receipt or payment of future known
and uncertain cash amounts, the value of whicldet@mined primarily by interest rates. The
Company’s derivative financial instruments are ugeghanage differences in the amount,
timing, and duration of the Company’s known or extpd cash receipts and its known or
expected cash payments principally related to th@g@any’s borrowings.

In addition, the Company is exposed to certainsreshksing from uncertainties of future
market values caused by the fluctuation in thegsrief commodities. The Company enters into
derivative financial instruments to protect agafstire price changes related to transportation
costs associated with forecasted distribution wéimory.

Cash flow hedges of interest rate risk

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

The effective portion of changes in the fair vatdelerivatives designated and that
qualify as cash flow hedges is recorded in Accutedl@ather comprehensive income (loss) (
referred to as “OCI”) and is subsequently reclasgiinto earnings in the period that the hedged
forecasted transaction affects earnings. Durindl8xeveek and 39-week periods ended October
30, 2009, such derivatives were used to hedgeahable cash flows associated with existing
variable-rate debt. The ineffective portion of t&nge in fair value of the derivatives is
recognized directly in earnings.

As of October 30, 2009, the Company had four isterate swaps with a combined
notional value of $1.45 billion that were designbis cash flow hedges of interest rate risk.
Amounts reported in Accumulated other comprehensise related to derivatives will be
reclassified to interest expense as interest patgaea made on the Company’s variable-rate

10




debt. The Company terminated an interest rate sw@gtober 2008 due to the bankruptcy
declaration of the counterparty bank. The Compamjicues to report the net gain or loss
related to the discontinued cash flow hedge in @&l such net gain or loss is expected to be
reclassified into earnings during the original caotual terms of the swap agreement as the
hedged interest payments are expected to occoresated. During the next 52-week period,
the Company estimates that an additional $43.8anillill be reclassified as an increase to
interest expense for all of its interest rate swaps

Non-designated hedges of commaodity risk

Derivatives not designated as hedges are not sgge@iand are used to manage the
Company’s exposure to commodity price risk but dbmeet strict hedge accounting
requirements. In February 2009, the Company eniatech commodity hedge related to diesel
fuel to limit its exposure to variability in dieskiel prices and their effect on transportation
costs. Changes in the fair value of derivativesdasignated in hedging relationships are
recorded directly in earnings. As of October 3M20he Company had one diesel fuel
commodity swap hedging monthly usage of diesel ttuglugh January 2010 with a total 3.7
million gallons notional during the remaining tetinat was not designated as a hedge in a
qualifying hedging relationship.

The table below presents the fair value of the Camgfs derivative financial instrumetr
as well as their classification on the condenseusaclidated balance sheet as of Octobe
2009:

Tabular Disclosure of Fair Values of Derivative Insruments

Asset Derivatives Liability Derivatives
(in thousands) As of October 30, 2009 As of October 30, 2009
Balance Sheet Balance Sheet
Classification Fair Value Classification Fair Value
Derivatives designated as hedging
instruments
Interest rate swaps Other liabilities $ 60,16:

Derivatives not designated as hedging

instruments
Prepaid expenses
and other
Commodity hedges current assets $ 1,40C
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The tables below present the pre-tax effect ofGbmpany’s derivative financial
instruments on the condensed consolidated statesh@rdome (including OCI, see Note 2) for
the 13-week and 39-week periods ended October(®: 2

Tabular Disclosure of the Effect of Derivative Instuments on the Consolidated Statement of Income
For the 13-weeks ended October 30, 2009

(in thousands)

Amount of Location of Gain or Amount of (Gain)
(Gain) or Loss Loss Recognized in or Loss Recognized
Amount of Reclassified Income on in Income on
(Gain) or Loss from Derivative Derivative
Recognized in Location of Gain or Accumulated (Ineffective Portion (Ineffective Portion
Derivatives in OCl on Loss Reclassified OCl into and Amount and Amount
Cash Flow Derivative from Accumulated Income Excluded from Excluded from
Hedging (Effective OCI into Income (Effective Effectiveness Effectiveness
Relationships Portion) (Effective Portion) Portion) Testing) Testing)
Other (income)
Interest Rate Swaps $ 12,992 Interest expense $ 13,05¢€ expense $ 154
Amount of

Location of Gain or
Loss Recognized in

(Gain) or Loss
Recognized in

Derivatives Not Designated as Hedging Income on Income on
Instruments Derivative Derivative
Other (income)
Commodity Hedges expense $ 360

Tabular Disclosure of the Effect of Derivative Instuments on the Consolidated Statement of Income
For the 39-weeks ended October 30, 2009

(in thousands)

Amount of Location of Gain or Amount of (Gain)
(Gain) or Loss Loss Recognized in or Loss Recognized
Amount of Reclassified Income on in Income on
(Gain) or Loss from Derivative Derivative
Recognized in Location of Gain or Accumulated (Ineffective Portion (Ineffective Portion
Derivatives in OCl on Loss Reclassified OCl into and Amount and Amount
Cash Flow Derivative from Accumulated Income Excluded from Excluded from
Hedging (Effective OCI into Income (Effective Effectiveness Effectiveness
Relationships Portion) (Effective Portion) Portion) Testing) Testing)
Other (income)
Interest Rate Swaps $ 32,462 Interest expense $ 36,84~ expense $ 468
Amount of

Location of Gain or
Loss Recognized in

(Gain) or Loss
Recognized in

Derivatives Not Designated as Hedging Income on Income on
Instruments Derivative Derivative
Other (income)
Commodity Hedges expense $ (683)

Credit-risk-related contingent features

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

default on such indebtedness.

As of October 30, 2009, the fair value of interasé swaps in a net liability position,
which includes accrued interest but excludes apysadent for nonperformance risk related to
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these agreements, was $62.9 million. As of Oct80e2009, the Company had not posted any
collateral related to these agreements. If the Gamhad breached any of these provisions at
October 30, 2009, it would have been required tibesiés obligations under the agreements at

their termination value of $62.9 million.

As of October 30, 2009, the fair value of commodthi&giges in a net asset position was
$1.4 million, which excludes any adjustment for performance risk related to the agreements.

7. Commitments and contingencie:
Legal proceedings

On August 7, 2006, a lawsuit entiti&@ynthia Richter, et al. v. Dolgencorp, Inc., et al.
was filed in the United States District Court foetNorthern District of Alabama (Case
No. 7:0¢-cv-01537-LSC) ("Richter") in which the plaintifflages that she and other current and
former Dollar General store managers were imprgpeassified as exempt executive
employees under the Fair Labor Standards Act ("FI.3Ad seeks to recover overtime pay,
liguidated damages, and attorneys' fees and d@stéugust 15, 2006, the Richter plaintiff filed
a motion in which she asked the court to certihationwide class of current and former store
managers. The Company opposed the plaintiff's mo@m March 23, 2007, the court
conditionally certified a nationwide class of indivals who worked for Dollar General as store
managers since August 7, 2003. The number of persbo will be included in the class has not
been determined.

On May 30, 2007, the court stayed all proceedingbé case, including the sending of a
notice to the class, to evaluate, among other fhiogrtain appeals pending in the Eleventh
Circuit involving claims similar to those raisedtins action. That stay has been extended on
several occasions, most recently through Octobg2@19. Those appeals have been resolved,
and the court has ordered that a list of potentéds members be prepared and notice to those
individuals be issued. During the stay, the stabfitenitations was tolled for the potential class
members.

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

On May 18, 2006, the Company was served with addwestitledTammy Brickey,
Becky Norman, Rose Rochow, Sandra Cogswell anahdiéeappington v. Dolgencorp, Ir
and Dollar General Corporatioi(Western District of New York, Case No. 6:06-cv-88DGL,
originally filed on February 9, 2006 and amendedviay 12, 2006 ("Brickey")). The Brickey
plaintiffs seek to proceed collectively under theSRA and as a class under New York, Ohio,
Maryland and North Carolina wage and hour statateBehalf of, among others, assistant store
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managers who claim to be owed wages (includingtowerwages) under those statutes. At this
time, it is not possible to predict whether thertauill permit this action to proceed collectively
or as a class. However, the Company believeslgattion is not appropriate for either
collective or class treatment and that its wagehand policies and practices comply with both
federal and state law. The Company plans to vigayadefend this action; however, no
assurances can be given that the Company will beessful in the defense on the merits or
otherwise, and, if it is not successful, the resotuof this action could have a material adverse
effect on the Company’s financial statements asialev

On March 7, 2006, a complaint was filed in the EdiStates District Court for the
Northern District of AlabamaJanet Calvert v. Dolgencorp, IncCase No. 2:06-cv-00463EH
("Calvert")), in which the plaintiff, a former st®@manager, alleged that she was paid less than
male store managers because of her sex, in vinlafithe Equal Pay Act and Title VII of the
Civil Rights Act of 1964, as amended ("Title VII'The complaint subsequently was amende
include additional plaintiffs, who also allege tavie been paid less than males because of their
sex, and to add allegations that the Company’s eoisgtion practices disparately impact
females. Under the amended complaint, Plaintifékde proceed collectively under the Equal
Pay Act and as a class under Title VII, and regbask wages, injunctive and declaratory relief,
liquidated damages, punitive damages and attorfegs'and costs.

On July 9, 2007, the plaintiffs filed a motion imieh they asked the court to approve
issuance of notice to a class of current and fofieraale store managers under the Equal Pay
Act. The Company opposed plaintiffs' motion. On Biaber 30, 2007, the court conditionally
certified a nationwide class of females under thadt Pay Act who worked for Dollar General
as store managers between November 30, 2004 arehitar 30, 2007. The notice was issued
on January 11, 2008, and persons to whom the nwasesent were required to opt into the suit
by March 11, 2008. Approximately 2,100 individubbsve opted into the lawsuit. The Company
will have an opportunity at the close of the disegyvperiod to seek decertification of the Equal
Pay Act class, and the Company expects to file suation.

The plaintiffs have not yet moved for class cegfion relating to their Title VII claims.
The Company expects such motion to be filed withennext several months and will
strenuously oppose such a motion.

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

On July 30, 2008, the Company was served with gotaint filed in the District Court
for Dallas County, lowa Julie Cox, et al. v. Dolgencorp, Inc., etalCase No. LACV-034423
("Cox™)) in which the plaintiff, a former store mager, alleges that the Company discriminates
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against pregnant employees on the basis of seretalthtes against employees in violation of
the lowa Civil Rights Act. Cox seeks to represenlass of "all current, former and future
employees from the State of lowa who are employeDdilar General who suffered from, are
currently suffering from or in the future may suffeom" alleged sex/pregnancy discrimination
and retaliation and seeks declaratory and injuaatief as well as equitable, compensatory
punitive damages and attorneys' fees and costs.

At this time, it is not possible to predict whethiee court ultimately will permit the Cox
action to proceed as a class. However, the Compealigves that the case is not appropriate for
class treatment and that its policies and practioesply with the lowa Civil Rights Act. The
Company intends to vigorously defend the actionydager, no assurances can be given that the
Company will be successful in the defense on thetsner otherwise. If the Company is not
successful in defending this action, its resolutoald have a material adverse effect on the
Company’s financial statements as a whole.

Subsequent to the announcement of the agreematihgeto the Company’s 2007
merger, the Company and its directors were namedven putative class actions alleging
claims for breach of fiduciary duty arising outtbé Company’s proposed sale to investment
funds affiliated with KKR. Each of the complaintéeged, among other things, that the
Company’s directors engaged in "self-dealing” bseagg to recommend the transaction to the
Company’s shareholders and that the consideratiaitahle to such shareholders in the
transaction is unfairly low. On motion of the plifits, each of these cases was transferred to the
Sixth Circuit Court for Davidson County, Twentiethdicial District, at Nashville. By order
dated April 26, 2007, the seven lawsuits were clasi@d in the court under the caption, "In re:
Dollar General," Case No. 07MD-On June 13, 2007, the court denied the Plashtifbtion fol
a temporary injunction to block the shareholdeeubiat was then held on June 21, 2007. On
June 22, 2007, the Plaintiffs filed their amendenhplaint making claims substantially simila
those outlined above. The court on November 6, 2@0tfied a class of all persons who held
stock in the Company on the date of the merger.defendants filed for summary judgment.

On November 24, 2008, all defendants, includingGbenpany, reached an agreement in
principle to settle this lawsuit, subject to fimmlcumentation and court approval. The Company
determined that the agreement would be in theibtsest of the Company to avoid costly and
time-consuming litigation. Based on the agreemeptrinciple, the Company recorded a charge,
net of anticipated insurance proceeds, of $34.bamiin the third quarter of 2008 and a credi
$(2.5) million in the fourth quarter of 2008 in cwction with the proposed settlement. Total
related insurance proceeds of $10.0 million wetkected in the fourth quarter of 2008. On
February 2, 2009, the Company funded the $40.0amifiettlement and on February 11, 2009,
the court approved the terms of the settlement.

From time to time, the Company is a party to vagiother legal actions involvingaims
incidental to the conduct of its business, inclgdattions by employees, consumers, suppliers,
government agencies, or others through privatemasticlass actions, administrative
proceedings, regulatory actions or other litigatioeluding under federal and state employment
laws and wage and hour laws. The Company belidasgd upon information currently
available, that such other litigation and claimsthbindividually and in the aggregate, will be
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resolved without a material adverse effect on tbem@any’s financial statements as a whole.
However, litigation involves an element of uncertgi Future developments could cause these
actions or claims to have a material adverse effethe Company’s results of operations, cash
flows, or financial position. In addition, certaohthese lawsuits, if decided adversely to the
Company or settled by the Company, may resultinility material to the Company'’s financial
position or may negatively affect operating resiflthanges to the Company’s business
operation are required.

Other

In August 2008, the Consumer Product Safety Imprerg Act of 2008 was signed into
law. This law addresses, among other things, thaigsible levels of lead and listed phthalates
in certain products. The first tier of new standdi@ permissible levels of lead and phthalates
became effective in February 2009; the second&eame effective in August 2009. To ensure
compliance, the Company undertook a process tdifgemark down and cease the sale of any
remaining inventory that would be impacted by tee/tiaw. The impact of this process was not
material to the Company’s consolidated financiatesnents.

8. Segment reporting

The Company manages its business on the basisakportable segment. As of
October 30, 2009, all of the Company’s operatioesewocated within the United States, with
the exception of a Hong Kong subsidiary, and adiaioffice in India, the collective assets and
revenues of which are not material. Net sales grdlgy classes of similar products are
presented below.

13 Weeks Ended 39 Weeks Ended
October 30, October 31, October 30, October 31,
(In thousands) 2009 2008 2009 2008
Classes of similar products:
Consumables $2,137,504 $ 1,864,015 $ 6,186,509 $ 5,340,925
Seasonal 370,026 320,706 1,149,775 1,027,352
Home products 207,798 206,780 636,875 630,815
Apparel 213,423 207,437 637,436 612,728
Net sales $ 2,928,751 $ 2,598,938 $ 8,610,595 $ 7,611,820
9. Related party transactions

KKR and GS Capital Partners VI Fund, L.P. and iati#d funds (affiliates of Goldman,
Sachs & Co.), indirectly own a substantial portodrthe Company’s common stock through
their investments in Buck Holdings, L.P.

Affiliates of KKR and Goldman Sachs (among othelites) are lenders under the
Company’s $2.294 billion senior secured term laaility. The amount of principal outstanding
under the term loan facility from the Company’s 200erger to September 30, 2009, was $2.3
billion. Effective September 30, 2009, the Comphagame required to repay borrowings under
the term loan facility in equal quarterly princi@ahounts in an aggregate amount per year equal
to 1% of the total funded principal amount at J&ly2007, resulting in the payment of principal
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of $5.8 million during the 39-week period ended@betr 30, 2009. In addition, the Company
paid approximately $57.8 million and $102.0 milliohinterest on the term loan during the 39-
week periods ended October 30, 2009 and Octob&2(®B, respectively.

Goldman, Sachs & Co. is a counterparty to an azingiinterest rate swap totaling
$410.0 million as of October 30, 2009, entered intoonnection with the Company’s senior
secured term loan facility. The Company paid Goldn®achs & Co. approximately $13.0
million and $7.7 million in the 39-week periods eddOctober 30, 2009 and October 31, 2008,
respectively pursuant to this swap.

Since the 2007 merger, the Company has been gaatynonitoring agreement with an
affiliate of KKR and with Goldman, Sachs & Co. puasit to which those entities provide
management and advisory services to the Compargerthe terms of the monitoring
agreement, among other things, the Company hasdidigiated to pay to those entities an
aggregate annual management fee payable in agetrs end of each calendar quarter plus all
reasonable out of pocket expenses incurred in @bienewith the provision of services under
agreement upon request. The fees incurred foraheek periods ended October 30, 2009 and
October 31, 2008 totaled $4.1 million and $5.3 omil] respectively. In connection with the
initial public offering of the Company’s common ekg the parties terminated the monitoring
agreement in accordance with its terms as furtiseudsed in Note 10.

From time to time the Company may use the senot€apstone Consulting, LLC, a
team of executives who work exclusively with KKRrfolio companies providing certain
consulting services. The aggregate fees incurne@épstone services for the 39-week periods
ended October 30, 2009 and October 31, 2008 tofletimillion and $2.3 million,
respectively. The Company’s former board memberD&an Nelson is the Chief Executive
Officer of Capstone.

The Company’s Board members Mr. Mike Calbert and R&j Agrawal serve as
executives of KKR, while the CompasyBoard member Mr. Adrian Jones serves as a Mag
Director of Goldman, Sachs & Co.

Affiliates of KKR, Goldman, Sachs & Co. and Citigqw Global Markets Inc. served as
underwriters in connection with the Company’s alipublic offering of its common stock.

10.  Subsequent event

On November 18, 2009, the Company completed thialipublic offering of its
common stock. The Company issued 22,700,000 siratis offering, and existing shareholc
sold an additional 16,515,000 previously outstagdinares. The net proceeds from the offering
to the Company of approximately $446 million haeei used to redeem $176.7 million
aggregate principal amount of 10.625% senior ndtes2015 and $205.2 million aggregate
principal amount of 11.875%/12.625% senior subaidid toggle notes due 2017 on November
30, 2009 at redemption prices of 110.625% and B2 respectively, plus accrued and un|
interest. On November 18, 2009, the Company gawdayotice to redeem $19.0 million
additional aggregate principal amount of the senaies at a redemption price of 110.625%,
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plus accrued and unpaid interest. Upon the congpieti the offering, and in connection with
Company’s termination of the monitoring agreemeitih (KR and Goldman, Sachs & Co., the
Company paid these entities a fee of approxim&&8,6 million which included approximately
$4.8 million directly related to the offering traatsion and approximately $58.8 million to
terminate the agreement in accordance with itsgerm

In connection with these transactions the Compasyiicurred charges in the fourth
quarter of 2009 including the monitoring agreenternnination fee of $58.8 million, and
charges for the acceleration of vesting of cershi@are-based awards in the amount of
approximately $9.4 million. In addition, the Compdras incurred losses on the redemption of
the notes, with a total anticipated loss on sudemgption of approximately $51 million, which
includes the loss on the $19.0 million of the natebe redeemed subsequent to this filing.

Subsequent events pertaining to the Company haare daluated through the time of
filing this document with the SEC on December @2 which is the date these financial
statements were issued.

11. Guarantor subsidiaries

Certain of the Company'’s subsidiaries (the “Guaresi) have fully and unconditionally
guaranteed on a joint and several basis the Congahlgations under certain outstanding debt
obligations. Each of the Guarantors is a dire¢hdirect wholly-owned subsidiary of the
Company. The following consolidating schedules @nésondensed financial information on a
combined basis, in thousands.
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October 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 145,539 $ 168,36¢ $ 23,114 $ - $ 337,019
Merchandise inventories - 1,680,27: - - 1,680,273
Income taxes receivable 40,084 6,70C - (15,516 31,268
Deferred income taxes 12,380 - - (12,380 -
Prepaid expenses and other
current assets 715,486 2,739,77: 11,04C (3,397,543 68,754
Total current assets 913,489 4,595,11( 34,154 (3,425,439 2,117,314
Net property and equipment 98,251 1,207,50: 106 - 1,305,858
Goodwill 4,338,589 - - - 4,338,589
Intangible assets, net 1,202,334 90,94¢ - - 1,293,280
Deferred income taxes - - 35,1717 (35,177 -
Other assets, net 4,010,265 9,265 296,29( (4,238,329 77,491
Total assets $ 10,562,928 $ 5,902,82: $ 365,72 $ (7,698,945 $ 9,132,532
LIABILITIES AND
SHAREHOLDERS'’ EQUITY
Current liabilities:
Current portion of long-term
obligations $ 24,822 $ 1,94C $ - $ - $ 26,762
Accounts payable 2,705,171 1,484,68¢ 46,931 (3,383,803 852,988
Accrued expenses and other 99,994 246,30( 48,792 (13,740 381,346
Income taxes payable 2,701 - 16,474 (15,516, 3,659
Deferred income taxes - 56,972 1,58€ (12,380 46,178
Total current liabilities 2,832,688 1,789,90: 113,78: (3,425,439 1,310,933
Long-term obligations 4,350,878 2,604,84¢ 13,17¢ (2,863,650 4,105,252
Deferred income taxes 397,511 184,84¢ - (35,177 547,180
Other liabilities 111,306 33,63¢ 153,671 - 298,622
Redeemable common stock 15,131 - - - 15,131
Shareholders’ equity:
Preferred stock - - - - -
Common stock 278,202 23,85E 100 (23,955 278,202
Additional paid-in capital 2,497,939 431,25 19,90C (451,153 2,497,939
Retained earnings 115,878 834,48: 65,08¢ (899,571 115,878
Accumulated other
comprehensive loss (36,605, - - - (36,605
Total shareholders’ equity 2,855,414 1,289,59( 85,08¢ (1,374,679 2,855,414
Total liabilities and shareholders’
equity $ 10,562,92¢ $ 5,902,82. $ 365,721 $ (7,698,945 $ 9,132,532
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January 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 292,637 $ 64,404 $ 20,95¢ $ - $ 377,995
Merchandise inventories - 1,414,955 - - 1,414,955
Income tax receivable 50,601 - - (44,209 6,392
Deferred income taxes 5,892 - 2,56C (3,852 4,600
Prepaid expenses and other
current assets 462,572 2,016,712 5,894 (2,418,995 66,183
Total current assets 811,702 3,496,071 29,40¢ (2,467,056 1,870,125
Net property and equipment 82,616 1,186,125 219 - 1,268,960
Goodwill 4,338,589 - - - 4,338,589
Intangible assets, net 1,205,667 119,891 - - 1,325,558
Deferred income taxes - - 3,51€ (3,518 -
Other assets, net 3,384,089 130,100 280,20¢ (3,708,426 85,967
Total assets $ 9,822,663 $ 4,932,187 $ 313,34¢ $ (6,179,000 $ 8,889,199
LIABILITIES AND
SHAREHOLDERS'’ EQUITY
Current liabilities:
Current portion of long-term
obligations $ 11,500 $ 2,658 $ - $ - $ 14,158
Accounts payable 2,007,625 1,035,057 46,64 (2,410,905 678,421
Accrued expenses and other 108,504 220,142 54,48¢ (8,090 375,045
Income taxes payable 1,659 48,467 1,694 (44,209 7,611
Deferred income taxes - 3,852 - (3,852 -
Total current liabilities 2,129,288 1,310,176 102,827 (2,467,056 1,075,235
Long-term obligations 4,346,258 2,383,304 - (2,606,606 4,122,956
Deferred income taxes 397,570 162,049 - (3,518 556,101
Other liabilities 103,928 37,653 147,70 - 289,288
Redeemable common stock 13,924 - - - 13,924
Shareholders’ equity:
Preferred stock - - - - -
Common stock 278,114 23,855 100 (23,955 278,114
Additional paid-in capital 2,489,647 553,639 19,90C (573,539 2,489,647
Retained earnings 103,364 461,511 42,81¢ (504,326 103,364
Accumulated other
comprehensive loss (39,430 - - - (39,430
Total shareholders’ equity 2,831,695 1,039,005 62,81¢ (1,101,820 2,831,695
Total liabilities and shareholders’
equity $ 9,822,663 $ 4,932,187 $ 313,34¢ $ (6,179,000 $ 8,889,199
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For the 13 weeks ended October 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 81,305 $ 2,928,751 $ 22,910 $ (104,215 $ 2,928,751
Cost of goods sold - 2,025,669 - - 2,025,669
Gross profit 81,305 903,082 22,910 (104,215 903,082
Selling, general and
administrative expenses 73,916 702,070 15,072 (104,215 686,843
Operating profit 7,389 201,012 7,838 - 216,239
Interest income (14,697 (862) (5,049, 20,582 (26)
Interest expense 93,184 15,003 7 (20,582 87,612
Other (income) expense 513 - - - 513
Income (loss) before
income taxes (71,611 186,871 12,880 - 128,140
Income tax expense (benefit) (22,595 70,589 4,497 - 52,491
Equity in subsidiaries’ earnings, net
of taxes 124,665 - - (124,665 -
Net income $ 75,649 $ 116,282 $ 8,383 $ (124,665 $ 75,649
For the 13-weeks ended October 31, 2008
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF
OPERATIONS:
Net sales $ 58,315 $ 2,598,938 $ 24,560 $ (82,875 $ 2,598,938
Cost of goods sold - 1,826,651 - - 1,826,651
Gross profit 58,315 772,287 24,560 (82,875 772,287
Selling, general and
administrative expenses 59,500 641,779 15,651 (82,875, 634,055
Litigation settlement and related co 34,500 - - - 34,500
Operating profit (loss) (35,685 130,508 8,909 - 103,732
Interest income (15,111 (8,605) (3,402, 26,499 (619)
Interest expense 108,998 15,936 (42) (26,499 98,393
Other (income) expense 266 - - - 266
Income (loss) before
income taxes (129,838 123,177 12,353 - 5,692
Income tax expense (benefit) (20,409 27,467 5,940 - 12,998
Equity in subsidiaries’ earnings, net
of taxes 102,123 - - (102,123 -
Net income (loss) $ (7,306, $ 95,710 $ 6,413 $ (102,123 $ (7,306,

21




For the 39 weeks ended October 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 212,930 $ 8,610,595 $ 68,061 $ (280,991 $ 8,610,595
Cost of goods sold - 5,946,113 - - 5,946,113
Gross profit 212,930 2,664,482 68,061 (280,991 2,664,482
Selling, general and
administrative expenses 193,586 2,028,607 48,955 (280,991 1,990,157
Operating profit 19,344 635,875 19,106 - 674,325
Interest income (41,006 (3,007) (14,489 58,367 (135)
Interest expense 283,540 41,602 17 (58,367 266,792
Other (income) expense (215) - - - (215)
Income (loss) before
income taxes (222,975 597,280 33,578 - 407,883
Income tax expense (benefit) (79,975 224,309 11,304 - 155,638
Equity in subsidiaries’ earnings, net
of taxes 395,245 - - (395,245 -
Net income $ 252,245 $ 372,971 $ 22,274 $ (395,245 $ 252,245
For the 39-weeks ended October 31, 2008
DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 158,972 $ 7,611,820 $ 73,029 $ (232,001 $ 7,611,820
Cost of goods sold - 5,388,421 - - 5,388,421
Gross profit 158,972 2,223,399 73,029 (232,001 2,223,399
Selling, general and
administrative expenses 152,834 1,854,019 56,389 (232,001 1,831,241
Litigation settlement and related co 34,500 - - - 34,500
Operating profit (loss) (28,362 369,380 16,640 - 357,658
Interest income (50,833 (25,957, (10,221; 84,218 (2,793,
Interest expense 326,295 56,609 12 (84,218 298,698
Other (income) expense 856 - - - 856
Income (loss) before
income taxes (304,680 338,728 26,849 - 60,897
Income tax expense (benefit) (78,390 104,333 8,626 - 34,569
Equity in subsidiaries’ earnings, net
of taxes 252,618 - - (252,618 -
Net income $ 26,328 $ 234,395 $ 18,223 $ (252,618 $ 26,328
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For the 39-weeks ended October 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 252,245 $ 372,971 $ 22,274 $ (395,245 252,245
Adjustments to reconcile net income to
net cash provided by (used in)
operating activities:
Depreciation and amortization 28,011 165,868 166 - 194,045
Deferred income taxes (8,106, 75,917 (27,513 - 40,298
Noncash share-based compensation 9,249 - - - 9,249
Noncash inventory adjustments and
asset impairment - 2,697 - - 2,697
Tax benefit of stock options (308) - - - (308)
Other noncash gains and losses 1,217 5,297 - - 6,514
Equity in subsidiaries’ earnings, net (395,245 - - 395,245 -
Change in operating assets and
liabilities:
Merchandise inventories - (262,993 - - (262,993
Prepaid expenses and other current
assets 7,136 (10,583 399 - (3,048)
Accounts payable 20,527 142,327 13 - 162,867
Accrued expenses and other 2,230 16,924 273 - 19,427
Income taxes 11,559 (55,167 14,780 - (28,828
Other (3,368, 2,297 33 - (1,038)
Net cash provided by (used in) operating
activities (74,853 455,555 10,425 - 391,127
Cash flows from investing activities:
Purchases of property and equipment (29,143 (157,663 (53) - (186,859
Proceeds from sale of property and
equipment - 682 - - 682
Net cash used in investing activities (29,143 (156,981 (53) - (186,177
Cash flows from financing activities:
Issuance of common stock 2,018 - - - 2,018
Issuance of long-term obligations - 1,080 - - 1,080
Repayments of long-term obligations (5,750 (2,171, - - (7,921)
Repurchases of common stock and stock
options (1,680; - - - (1,680)
Payment of cash dividends and related
amounts (239,731 (239,731
Tax benefit of stock options 308 - - - 308
Changes in intercompany note balances,
net 201,733 (193,521 (8,212) - -
Net cash used in financing activities (43,102 (194,612 (8,212) - (245,926
Net increase (decrease) in cash and cash
equivalents (147,098 103,962 2,160 - (40,976
Cash and cash equivalents, beginning of
period 292,637 64,404 20,954 - 377,995
Cash and cash equivalents, end of perio® 145,539 $ 168,366 $ 23,114 $ - 337,019
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For the 39-weeks ended October 31, 2008

DOLLAR
GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 26,328 $ 234,395 18,223 $ (252,618 $ 26,328
Adjustments to reconcile net income to
net cash provided by (used in)
operating activities:
Depreciation and amortization 25,828 158,134 193 - 184,155
Deferred income taxes (73,328 44,640 58,745 - 30,057
Noncash share-based compensation 7,206 - - - 7,206
Noncash inventory adjustments and
asset impairment - 35,587 - - 35,587
Tax benefit of stock options (576) - - - (576)
Other noncash gains and losses 4 3,732 - - 3,736
Equity in subsidiaries’ earnings, net (252,618 - - 252,618 -
Change in operating assets and
liabilities:
Merchandise inventories - (364,697 - - (364,697
Prepaid expenses and other current
assets (10,611; 5,190 (1,797, - (7,218,
Accounts payable 13,298 155,886 92 - 169,276
Accrued expenses and other 140,245 41,695 11,043 - 192,983
Income taxes 8,858 (21,178 (12,286, - (24,606,
Other 2,391 6,609 (89) - 8,911
Net cash provided by (used in) operating
activities (112,975 299,993 74,124 - 261,142
Cash flows from investing activities:
Purchases of property and equipment (11,629 (148,061 (29) - (159,709
Purchases of short-term investments - - (9,903 - (9,903
Sales of short-term investments - - 61,547 - 61,547
Proceeds from sale of property and
equipment - 971 - - 971
Net cash provided by (used in) investing
activities (11,629 (147,090 51,625 - (107,094
Cash flows from financing activities:
Issuance of common stock 2,268 - - - 2,268
Repayments of borrowings under
revolving credit facility (102,500 - - - (102,500
Repayments of long-term obligations - (3,223) - - (3,223
Repurchases of common stock and stock
options (788) - - - (788)
Tax benefit of stock options 576 - - - 576
Changes in intercompany note balances,
net 270,888 (127,226 (143,662 - -
Net cash provided by (used in) financing
activities 170,444 (130,449 (143,662 - (103,667
Net increase (decrease) in cash and cash
equivalents 45,840 22,454 (17,913 - 50,381
Cash and cash equivalents, beginning of
period 8,320 59,379 32,510 - 100,209
Cash and cash equivalents, end of peridl 54,160 $ 81,833 $ 14,597 $ - $ 150,590
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS.

General

This discussion and analysis is based on, shoutddzewith, and is qualified in its
entirety by, the accompanying condensed consotidatancial statements and related notes, as
well as our consolidated financial statements &ed¢lated Management’s Discussion and
Analysis of Financial Condition and Results of Gyiiems as contained in our Annual Report on
Form 10-K for the year ended January 30, 2009s¢t should be read in conjunction with the
disclosure under “Cautionary Disclosure RegardiagMard-Looking Statements” in this report.

Executive Overview

We are the largest discount retailer in the Un8éates by number of stores, with 8,720
stores located in 35 states as of October 30, Z0008arily in the southern, southwestern,
midwestern and eastern United States. We offeoadoselection of merchandise, including
consumable products such as food, paper and ceaniducts, health and beauty products and
pet supplies, and non-consumable products sucbag®sal merchandise, home decor and
domestics, and apparel. Our merchandise includgsduality national brands from leading
manufacturers, as well as comparable quality peibaand selections with prices at substantial
discounts to national brands. We offer our custentieese national brand and private brand
products at everyday low prices (typically $10as4d) in our convenient small-box (small store)
locations.

The customers we serve are value-conscious, andr@&¢neral has always been
intently focused on helping our customers makeambst of their spending dollars. We believe
our convenient store format and broad selectidmgti quality products at compelling values
have driven our substantial growth and financiakcsss over the years. Like other companies,
we are operating in a very difficult economic eoniment. Consumers are facing continued
economic challenges, including high rates of uneympkent, fluctuating food, gasoline and
energy costs, and a continued weakness in housthgradit markets, and the timetable for
economic recovery is uncertain. Nonetheless, aswtrof our long-term mission of serving the
value-conscious customer, coupled with a vigoregsi$ on improving our operating and
financial performance, our 2009 year-to-date finalmesults have been strong, and we remain
cautiously optimistic with regard to our operatprities for the remainder of the year.

We have been keenly focused on executing the faligdour operating priorities which
we defined at the beginning of 2008:

» Drive productive sales growt
* Increase gross margins;

* Leverage process improvements and information wolyy to reduce costs; al
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Strengthen and expand Dollar Gen's culture of‘serving other”

Focus on these priorities has resulted in continoguiovement in our financial
performance in the 2009 third quarter over the canaple 2008 period in each of our key
financial metrics, as follows:

Total sales increased 12.7% to $2.93 billion ahelssa sam-stores increased 9.2¢
Average sales per square foot for all stores dwebP2-week period ended October
30, 2009 increased to approximately $192, up frppr@ximately $175 for the
comparable prior 52-week period. Strong sales padoce during the quarter was
driven by our increased efforts in candy and snaukalth and beauty products and
home cleaning products.

Grossprofit, as a percentage of sales, improved to 3@8ftpared to 29.7% in tt
2008 period. In addition to the impact of a $1.0ion LIFO credit in the 2009
period compared to a $15.7 million LIFO chargehie 2008 period, our gross profit
rate increased primarily due to higher averagamsekups as a result of our
improved category management processes and owdda@fforts to reduce our
merchandise purchase costs. Average markups werallgaffset by increased
merchandise markdowns.

Selling, general and administrative expenses or 8&% a percentage of sales, \
23.5%, compared to 24.4% in the 2008 quarter. ipFavement is primarily
attributable to our rent reduction efforts, effeetmanagement of energy costs, and
leverage resulting from our significant sales iase

Inventory turnover improved to 5.2 times on a rglfou-quarter basis compared
5.0 times for the corresponding prior year period.

We reported net income of $75.6 million compared teet loss of $(7.3) million i
the 2008 quatrter.

We generated $391.1 million of cash from operasiativities during the first three
guarters of 2009, and, after the payment of a apdoiidend of $239.3 million in September
2009, we had a cash balance of $337.0 million @abdber 30, 2009. Through the 2009 third
guarter, we have opened 386 new stores, remodeletbcated 332 stores, and closed 28 st

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

Results of Operations

Accounting Periods We follow the concept of a 52-53 week fiscal ydmat ends on the
Friday nearest to January 31. The following texttams references to years 2009 and 2008,
which represent 52-week fiscal years ending or eéddauary 29, 2010 and January 30, 2009,
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respectively. Consequently, references to quartertpunting periods for 2009 and 2008
contained herein refer to 13-week accounting psri8asis points or “bps” amounts referred to
herein are equal to 0.01 percent as a percentagpdas.

SeasonalityThe nature of our business is seasonal to a cexxaémt. Primarily because
of sales of holiday-related merchandise, salekarfaurth quarter have historically been higher
than sales achieved in each of the first threetqusaof the fiscal year. Expenses and, to a gr
extent, operating income, vary by quarter. Resfles period shorter than a full year may not be
indicative of results expected for the entire y&arthermore, the seasonal nature of our bus
may affect comparisons between periods.
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The following table contains results of operatidasa for the third quarter and year to
date periods of each of 2009 and 2008, and thardatid percentage variances among those
periods:

13 Weeks Ended 2009 vs. 2008 39 Weeks Ended 2009 vs. 2008

Oct. 30, Oct. 31, Amount % Oct. 30, Oct. 31, Amount %
(amounts in millions) 2009 2008 change change 2009 2008 change change
Net sales by category:
Consumables ®,1375 $ 1,864.( $ 2735 147 % $ 6,186.5 $ 53409 $8456 158 %
% of net sales 72.98% 71.72% 71.85% 70.17%
Seasonal 370.0 320.7 49.3 154 1,149.8 1,027.4 1224 119
% of net sales 12.63% 12.34% 13.35% 13.50%
Home products 207.8 206.8 1.0 05 636.9 630.8 6.1 1.0
% of net sales 7.10% 7.96% 7.40% 8.29%
Apparel 2134 207.4 6.0 29 637.4 612.7 24.7 4.0
% of net sales 7.29% 7.98% 7.40% 8.05%
Net sales $2,928.8 $ 2,5989 $ 3298 12.7 % $ 8,6106 $ 7,611.8 $9988 13.1 %
Cost of goods sold 2,025.7 1,826.7 199.0 10.9 5946.1 5,388.4 557.7 10.3
% of net sales 69.16% 70.28% 69.06% 70.79%
Gross profit 903.1 772.3 130.8 16.9 2,664.5 2,2234 4411 198
% of net sales 30.84% 29.72% 30.94% 29.21%
Selling, general and
administrative
expenses 686.8 634.1 528 8.3 1,990.2 1,831.2 1589 8.7
% of net sales 23.45% 24.40% 23.11% 24.06%
Litigation settlement
and related costs - 34.5 (34.5) - - 34.5 (34.5) -
% of net sales - 1.33% - 0.45%
Operating profit 216.2 103.7 112.5 108.5 674.3 357.7 316.7 885
% of net sales 7.38% 3.99% 7.83% 4.70%
Interest income (0.0) (0.6) 0.6 (95.8) (0.2) (2.8) 2.7 (95.2)
% of net sales (0.00)% (0.02)% (0.00)% (0.04)%
Interest expense 87.6 98.4 (10.8) (11.0) 266.8 298.7 (31.9) (10.7)
% of net sales 2.99% 3.79% 3.10% 3.92%
Other (income)
expense 0.5 0.3 0.2 929 (0.2) 0.9 1.1) -
% of net sales 0.02% 0.01% (0.00)% 0.01%
Income before incorr
taxes 128.1 5.7 122.4 - 407.9 60.9 347.0 569.8
% of net sales 4.38% 0.22% 4.74% 0.80%
Income taxes 52.5 13.0 39.5 - 155.6 34.6 121.1 350.2
% of net sales 1.79% 0.50% 1.81% 0.45%
Net income (loss) $ 756 $ (7.3) $ 83.0 - % $ 2522 $ 26.3 $2259 858.1 %
% of net sales 2.58% (0.28)% 2.93% 0.35%
Diluted earnings
(loss) per share $ 024 $ (0.02) $ - -% $ 079 $ 008 $ 0.71 898.7 %
Diluted weighted
shares outstanding  320.6 317.6 30 09 % 319.5 317.9 1.6 05 %

13 WEEKS ENDED OCTOBER 30, 2009 AND OCTOBER 31, 2@

Net Sales The net sales increase in the 2009 third queatkacts a same-store sales
increase of 9.2% compared to the 2008 third quaB@me-stores include stores that have been
open for 13 months and remain open at the endeafgporting period. For the 2009 third
guarter, there were 8,264 same-stores which aceddot sales of $2.82 billion. The remainder
of the sales increase was attributable to new stpatially offset by sales from closed stores.
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We believe that the increase in sales reflecténtipact of various operating and
merchandising initiatives implemented over the estr, including the impact of improved store
standards, the expansion of convenience food avet&ge, health and beauty and pet supply
offerings. As part of the growth of these consurealglategories, we have expanded our
selections of private brand consumables, offenmngroved quality and value. In addition, we
have increased the utilization of store squareaig@tand have made good progress on impre
the timing, selection and management of our sedsmabapparel merchandise, adding items
that are more trend relevant. As indicated by @sawth in sales during this challenging
economic period, value-conscious customers ar@gelyn our stores for value and convenience
more than ever.

Gross Profit.The gross profit rate as a percentage of sale8d&86 in the 2009 third
quarter compared to 29.7% in the 2008 third quaBeveral factors contributed significantly to
our gross profit rate expansion:

* Average markups increased as a result of our ingot@ategory manageme
processes, which are focused on improving our ¢hvgmass profit while maintaining
our every day low price strategy. Increased sabbsnves have contributed to our
ability to reduce purchase costs from our vendamd, changes to our mix of
merchandise, such as the increase in private biemd which generally represent
higher gross profit rates, contributed to the iaseein average markups. The incre
in average markups in the 2009 third quarter watsgli offset by increases in
markdowns.

» Distribution and transportation costs decreaselrasult of lower fuel costs and
improved efficiencies arising from changes in ogtribution processes. In addition,
higher sales volumes resulted in improved costrégye

* The estimated LIFO provision (credit) in the 208Bd quarter was $(1.0) millio
compared to $15.7 million in the 2008 third quaredtecting a flattening of
merchandise cost increases for comparable itenesllm@sour 2009 year-to-date
trends and our current estimates for the 2009Ifisear.

SG&A ExpensesSG&A decreased to 23.5% as a percentage of isalles 2009 third
guarter, from 24.4% in the 2008 third quarter, erdase of 95 basis points, primarily
attributable to leverage attained from significartigher net sales as discussed above. As a
percentage of sales, electricity, store occupaauag,repairs and maintenance costs decreased,
and professional fees (primarily legal expensesgu@ver in the 2009 period. In addition, we
had hurricane-related losses and fixed asset impair charges in the 2008 period that did not
recur in the 2009 third quarter, and workers’ congagion costs and general liability insurance
expense decreased as a result of our continuedezhsttion and safety efforts. An increase in
advertising costs partially offset improvementS@&A. The overall 8.3% increase in SG&A
expense in the 2009 period compared to the 2008cper primarily the result of amounts
required to operate new stores and to supportasetsame-store sales levels.
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Litigation Settlement and Related Cos&ibsequent to the announcement of the 2007
merger agreement, we, along with our directorskiiR, were named in a class action lawsuit.
On November 24, 2008, we, along with all defendaneisched an agreement in principle to
settle this lawsuit. In the third quarter of 2008sed on the agreement in principle, we recorded
a charge, net of anticipated insurance proceedgmoximately $34.5 million in connection
with the proposed settlement.

Interest Incomelnterest income consists primarily of interest wveistments. The
decrease in interest income in the 2009 third guaampared to the 2008 third quarter was the
result of reduced investments in interest beamisruments and lower interest rates.

Interest ExpenseThe decrease in interest expense in the 2009 qoiarter from the
2008 third quarter is due to lower interest rate®or variable rate debt, primarily on our term
loan, and lower outstanding borrowings as the teguhe repurchase of $44.1 million of the
senior subordinated notes in the fourth quart&08i8. We had outstanding variable-rate debt of
$864 million and $623 million, after taking intoregideration the impact of interest rate swaps,
as of October 30, 2009 and January 30, 2009, regplc The remainder of our outstanding
indebtedness at October 30, 2009 and January 80,\28s fixed rate debt.

Income Taxeslhe effective income tax rate for the 13-week pkeaded October 30,
2009 was 41.0% compared to a rate of 228.4% fol 3eeek period ended October 31, 2008.
The 2009 period was negatively impacted by addili@xpense associated with state incom
audit results while the 2008 period was negatiualyacted by the non-deductible settlement of
shareholder litigation related to the 2007 merger.

39 WEEKS ENDED OCTOBER 30, 2009 AND OCTOBER 31, 2@

Net Sales The net sales increase in the 2009 year-to-dategreflects a same-store
sales increase of 10.3% compared to the same pariaD8. For the 2009 period, there were
8,264 samestores which accounted for sales of $8.32 billiime remainder of the sales incre
was attributable to new stores, partially offseshles from closed stores. The most significant
increases in sales were attributable to candy aadks, food, health and beauty care, pet
supplies and home cleaning products.

Gross Profit.The gross profit rate as a percentage of sale3®&86 in the 2009 period
compared to 29.2% in the 2008 period. Several factontributed significantly to our gross
profit rate expansion:

* Average markups increased as a result of our inggr@ategory manageme
processes, which are focused on improving our ¢hvgmass profit while maintaining
our every day low price strategy. Increased sabbsves have contributed to our
ability to reduce purchase costs from our vendamd, changes to our mix of
merchandise, such as the increase in private breimd which generally represent
higher gross profit rates, contributed to the iaseein average markups. The incre
in average markups in the 2009 period was partadflset by increases in
markdowns.

30




» Distribution and transportation costs decreaselrasult of lower fuel costs al
improved efficiencies arising from changes in ogtrdbution processes. In addition,
higher sales volumes resulted in improved costraye

* The estimated LIFO (credit) in the 2009 period $é%5) million compared to
LIFO provision of $31.8 million in the 2008 perioeflecting a flattening of
merchandise cost increases for comparable itenellmasour 2009 year-to-date
trends and our current estimates for the 2009Ifisear.

* Inventory shrink, as a percentage of sales, detl

SG&A ExpensesSG&A decreased to 23.1% as a percentage of isallee 2009 period
from 24.1% in the 2008 period, a decrease of 9 lpasnts, primarily attributable to leverage
attained from significantly higher net sales asuksed above. As a percentage of sales,
electricity, store occupancy costs decreased, evfdgsional fees (primarily legal expenses)
were lower in the 2009 period. In addition, worke@@mpensation costs and general liability
insurance expense decreased as a result of ounweditcost reduction and safety efforts. An
increase in advertising costs partially offset ioy@ments in SG&A. The overall 8.7% increase
in SG&A expense in the 2009 period compared tR0@8 period is primarily the result of
amounts required to operate new stores and to stippceased same-store sales levels.

Litigation Settlement and Related Cos&ibsequent to the announcement of the 2007
merger agreement, we, along with our directorskak, were named in a class action lawsuit.
On November 24, 2008, we, along with all defendaneisched an agreement in principle to
settle this lawsuit. In the third quarter of 20B8sed on the agreement in principle, we recorded
a charge, net of anticipated insurance proceedgmoximately $34.5 million in connection
with the proposed settlement.

Interest Incomelnterest income consists primarily of interest wveistments. The
decrease in interest income in the 2009 period emetpto the 2008 period was the result of
reduced investments in interest bearing instrumamdslower interest rates.

Interest ExpenseThe decrease in interest expense in the 2008¢pom the 2008
period is due to lower interest rates on our vaeiahte debt, primarily on our term loan, and
lower outstanding borrowings as the result of gqmurchase of $44.1 million of the senior
subordinated notes in the fourth quarter of 2008.

Income Taxeslhe effective income tax rate for the 39-week peeaded October 30,
2009 was 38.2% compared to a rate of 56.8% foBfheeek period ended October 31, 2008.
The 2009 period benefited from a reduction in a&defl tax valuation allowance related to state
income tax credits that did not occur in 2008.ddition, the 2008 period was negatively
impacted by the non-deductible settlement of tlaedtolder litigation related to the 2007
merger.
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Accounting Standards

In June 2009 the Financial Accounting Standardsd@(&ASB”) issued a new
accounting standard which established the FASB ieting Standards Codification (“ASC8s
the source of authoritative U.S. GAAP recognizedh®yFASB to be applied by
nongovernmental entities. Rules and interpretileases of the Securities and Exchange
Commission (“SEC”) under authority of federal seiess laws are also sources of authoritative
GAAP for SEC registrants, including us. On Septenilie 2009, the effective date of this
standard, the ASC superseded all then-existingSteG-accounting and reporting standards. All
other nongrandfathered non-SEC accounting liteeatot included in the ASC became
nonauthoritative. The adoption of this statemedtrdit have a material effect on our financial
position or results of operations.

During the second quarter of 2009 we adopted thé 88bsequent Events Topic. The
objective of this topic is to establish generahderds of accounting for and disclosure of events
that occur after the balance sheet date but béfaecial statements are issued or are available
to be issued. In particular, this topic sets fahid period after the balance sheet date during
which management of a reporting entity should est&l@vents or transactions that may occur
for potential recognition or disclosure in the ficgéal statements, the circumstances under which
an entity should recognize events or transacticosroing after the balance sheet date in its
financial statements, and the disclosures thanétyeshould make about events or transactions
that occurred after the balance sheet date. Thetiadoof this topic did not have a material
effect on our consolidated financial statements.

We adopted the additional disclosure provisionthefASC Derivatives and Hedging
Topic during the first quarter of 2009, which ametdiénd expanded disclosure requirements
related to our derivatives activities. The intehth@se disclosures is to provide users of findi
statements with an enhanced understanding ofof@)amd why an entity uses derivative
instruments, (b) how derivative instruments andtezl hedged items are accounted for, and (c)
how derivative instruments and related hedged iteffiest an entity’s financial position,
financial performance, and cash flows. Requiremetside qualitative disclosures about
objectives and strategies for using derivativegngjtative disclosures about the fair value of
gains and losses on derivative instruments, aradodisres about credit-risk-related contingent
features in derivative instruments.

During the first quarter of 2009 we changed ouoaoting for the fair value of our
nonfinancial assets and liabilities in connectiathwhe adoption of certain provisions of the
ASC Fair Value Measurements and Disclosures Topic.

In June 2009 the FASB issued a new accounting atdrrélating to variable interest
entities. This standard amends previous standaudisemuires an enterprise to perform an
analysis to determine whether the enterprise’sabégiinterest or interests give it a controlling
financial interest in a variable interest entityesifies updated criteria for determining the
primary beneficiary, requires ongoing reassessnanigiether an enterprise is the primary
beneficiary of a variable interest entity, elimesthe quantitative approach previously required
for determining the primary beneficiary of a vafeamterest entity, amends certain guidance for
determining whether an entity is a variable inteesdity, requires enhanced disclosures abo
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enterprise’s involvement in a variable interesttgnand includes other provisions. This
standard will be effective as of the beginning of frst interim and annual reporting periods
that begin after November 15, 2009. Earlier appbeais prohibited. Currently, we do not
expect the impact of this standard on our constadatléinancial statements to be material.

Liquidity and Capital Resources
Credit Facilities

We have two senior secured credit facilities (tBeedit Facilities”) which provide
financing of up to $3.325 billion. The Credit Fatidls consist of a $2.294 billion senior secured
term loan facility and a senior secured asset-beseaglving credit facility (“ABL Facility”).

Total commitments under the ABL Facility are eqiea$1.031 billion (of which up to $350.0
million is available for letters of credit), subjdo borrowing base availability. In addition to
letters of credit, the ABL Facility includes borrimg capacity for shorterm borrowings referre
to as swingline loans.

The agreements governing the Credit Facilities ipethat we have the right at any time
to request up to $325.0 million of incremental cotnments under one or more incremental term
loan facilities and/or asset-based revolving criadiilities. The lenders under these facilities are
not under any obligation to provide any such in@atal commitments and any such addition of
or increase in commitments will be subject to ocofréxceeding certain senior secured leverage
ratios and certain other customary conditions. &hility to obtain extensions of credit under
these incremental commitments also will be suliethe same conditions as extensions of
credit under the Credit Facilities.

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

Borrowings under the Credit Facilities bear inteedsa rate equal to an applicable
margin plus, at our option, either (a) LIBOR or ébbase rate (which is usually equal to the
prime rate). The applicable margin for borrowing¢i) under the term loan facility, 2.75% for
LIBOR borrowings and 1.75% for base-rate borrowifigsas of October 30, 2009, under the
ABL Facility (except in the last out tranche debed above), 1.25% for LIBOR borrowings and
0.25% for base-rate borrowings; and for any lastbaurowings, 2.25% for LIBOR borrowings
and 1.25% for base-rate borrowings. The applicata@egins for borrowings under the ABL
Facility (except in the case of last out borrowingie subject to adjustment each quarter based
on average daily excess availability under the ABicility. We are also required to pay a
commitment fee to the lenders under the ABL Facibir any unutilized commitments at a rate
of 0.375% per annum. We also must pay customatgr let credit fees.

The senior secured credit agreement for the team facility requires us to prepay
outstanding term loans, subject to certain excaptiwith up to 50% of our annual excess cash
flow (as defined in the credit agreement) whicH i reduced to 25% and 0% if we achieve
and maintain a total net leverage ratio of 6.0.@ahd 5.0 to 1.0, respectively; the net cash
proceeds of certain non-ordinary course asset salether dispositions of property; and the net
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cash proceeds of any incurrence of debt otherphaceeds from debt permitted under the se
secured credit agreement. Through October 30, 2t®prepayments have been required under
the prepayment provisions listed above.

Effective September 30, 2009, we became requireelday borrowings under the term
loan facility in equal quarterly principal amoumisan aggregate amount per year equal to 1
the total funded principal amount at July 6, 200ith the balance payable on July 6, 2014.
Through October 30, 2009, $5.8 million in prepapseéhave been made.

The senior secured credit agreement for the ABLLiBatequires us to prepay the ABL
Facility, subject to certain exceptions, with thet cash proceeds of all nandinary course ass
sales or other dispositions of revolving facilillateral (as defined in the senior secured credit
agreement); and to the extent such extensionsedit@xceed the then current borrowing base.

We may voluntarily repay outstanding loans undertdrm loan or ABL Facility at any
time without premium or penalty, other than custontareakage” costs with respect to LIBOR
loans.

At October 30, 2009, we had outstanding borrowinfgd2.294 billion under our term
loan, and we had no borrowings, $20.9 million afhooercial letters of credit, and $86.0 million
of standby letters of credit outstanding underABL Facility.

Senior Notes due 2015 and Senior Subordinated €dggles due 2017

As of October 30, 2009, we had $1,175.0 millionraggte principal amount of 10.62¢
senior notes due 2015 (the “senior notes”) outstapavhich mature on July 15, 2015, pursuant
to an indenture dated as of July 6, 2007 (the tsandenture”), and $655.9 million aggregate
principal amount of 11.875%/12.625% senior sub@tid toggle notes due 2017 (the “senior
subordinated notes”) outstanding, which matureuby 15, 2017, pursuant to an indenture dated
as of July 6, 2007 (the “senior subordinated indext). The senior notes and the senior
subordinated notes are collectively referred t@imeas the “notes.The senior indenture and t
senior subordinated indenture are collectivelymrefito herein as the “indentures.” We may
redeem some or all of the notes at redemption pdescribed or set forth in the indentures.
During the fourth quarter of 2009 we are redeer§ibg5.7 million of the senior notes and
$205.2 million of the senior subordinated notesedemption prices of 110.625% and
111.875%, respectively, in each case plus accmeédiapaid interest thereon to the redemption
date, utilizing the net proceeds we received frbeititial public offering of our common stock
as further discussed below.

Interest on the notes is payable on January 19alydl5 of each year. Interest on the
senior notes is payable in cash. Cash interedte@sédnior subordinated notes accrues at a r:
11.875% per annum, and PIK interest (as that terdefined below) accrues at a rate of
12.625% per annum. For any interest period subsedoehe initial interest period through July
15, 2011, we may elect to pay interest on the sesuibordinated notes (i) in cash, (ii) by
increasing the principal amount of the senior sdim@ted notes or issuing new senior
subordinated notes (“PIK interest”) or (iii) by pag interest on half of the principal amount of
the senior subordinated notes in cash intereshatidn PIK interest. After July 15, 2011, all
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interest on the senior subordinated notes will&gple in cash. Through October 30, 2009, all
interest on the senior subordinated notes has jm@enn cash.

Adjusted EBITD/

Under the agreements governing the Credit Fagldied the indentures, certain
limitations and restrictions could arise if we ag able to satisfy and remain in compliance
specified financial ratios. Management believesnttost significant of such ratios is the senior
secured incurrence test under the Credit Facilifibss test measures the ratio of the senior
secured debt to Adjusted EBITDA. This ratio woukskd to be no greater than 4.25to 1 to a
such limitations and restrictions. As of Octobey 3009, this ratio was 1.7 to 1. Senior secured
debt is defined as our total debt secured by l@rsmilar encumbrances less cash and cash
equivalents. EBITDA is defined as income (losshfroontinuing operations before cumulative
effect of change in accounting principle plus ietgrand other financing costs, net, provision for
income taxes, and depreciation and amortizatiojusied EBITDA is defined as EBITDA,
further adjusted to give effect to adjustments neglin calculating this covenant ratio under
Credit Facilities. EBITDA and Adjusted EBITDA aretpresentations made in accordance"
U.S. GAAP, are not measures of financial perforneamrccondition, liquidity or profitability,
and should not be considered as an alternative) togt income, operating income or any other
performance measures determined in accordancdJw®hGAAP or (2) operating cash flows
determined in accordance with U.S. GAAP. AdditibnaEBITDA and Adjusted EBITDA are
not intended to be measures of free cash flow famagemens discretionary use, as they do
consider certain cash requirements such as infeagstents, tax payments and debt service
requirements and replacements of fixed assets.

Our presentation of EBITDA and Adjusted EBITDA Himsitations as an analytical tool,
and should not be considered in isolation or agatgute for analysis of our results as reported
under U.S. GAAP. Because not all companies usdiagmalculations, these presentations of
EBITDA and Adjusted EBITDA may not be comparabletber similarly tittled measures of
other companies. We believe that the presentafi@B6él DA and Adjusted EBITDA is
appropriate to provide additional information abthé calculation of this financial ratio in the
Credit Facilities. Adjusted EBITDA is a materialnaponent of this ratio. Specifically, non-
compliance with the senior secured indebtednegsaantained in our Credit Facilities could
prohibit us from making investments, incurring Bemaking certain restricted payments and
incurring additional secured indebtedness (othemn the additional funding provided for under
the senior secured credit agreement and pursuapetfied exceptions).
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The calculation of Adjusted EBITDA under the Crdelicilities is as follows:

13-weeks ended

39-weeks ended

52-weeks ended

Oct. 30, Oct. 31, Oct. 30, Oct. 31, Oct. 30, Jan. 30,
(in millions) 2009 2008 2009 2008 2009 2009
Net income (loss) $ 75.6 73 3 252.2 263 $ 334.1 $ 108.2
Add (subtract):
Interest income (0.0 (0.6) (0.2) (2.8) (0.4 (3.2)
Interest expense 87.6 98.4 266.7 298.7 359.9 391.9
Depreciation and
amortization 59.5 58.9 182.4 174.6 242.9 235.1
Income taxes 52.5 13.0 155.7 34.5 207.4 86.2
EBITDA 275.2 162.4 856.9 531.3 1,143.9 818.3
Adjustments:
Gain on debt retirement - - - (3.8) (3.8)
(Gain) loss on hedging
instruments 1.0 0.3 (1.0 0.9 (0.8) 1.1
Contingent gain on
distribution center leases - - - (5.0) (5.0
Impact of markdowns related
to inventory clearance
activities, net of purchase
accounting adjustments (1.0 - (6.6) - (31.5) (24.9)
Hurricane-related expenses
and write-offs - 2.0 - 2.0 0.2 2.2
Monitoring and consulting
fees to affiliates 1.4 1.8 4.4 6.5 6.5 8.6
Stock option and restricted
stock expense 3.3 2.7 9.4 7.2 12.2 10.0
Indirect merger-related costs 0.5 6.7 5.7 19.1 7.3 20.7
Litigation settlement and
related costs 34.5 - 34.5 (2.5) 32.0
Other non-cash charges
(including LIFO) - 18.2 8.8 35.5 28.0 54.7
Total Adjustments 5.2 66.2 20.7 105.7 10.6 95.6
Adjusted EBITDA $ 280.4 2286 $ 877.6 637.0 $ 1,1545 $ 9139

Current Financial Condition / Recent Developments

On November 18, 2009, we completed the initial publfering of our common stock.
We issued 22,700,000 shares in the offering argtiegishareholders sold an additional
16,515,000 previously outstanding shares. The meeds from the offering to us of
approximately $446 million have been or will be dise redeem $195.7 million aggregate
principal amount of 10.625% senior notes due 20b%205.2 million aggregate principal
amount of 11.875%/12.625% senior subordinated &ggtes due 2017. Upon the completio
the offering, we terminated our monitoring agreetwveith KKR and Goldman, Sachs & Co.,
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and paid a fee of approximately $63.6 million whicbluded approximately $4.8 million
directly related to the offering transaction angragimately $58.8 million to terminate the
agreement in accordance with its terms. As a regulte offering and the related transactions,
we will incur significant pre-tax charges in theifth quarter of 2009, including charges relating
to the redemption of the notes in the amount of@pmately $51 million, fees associated with
the termination of our monitoring agreement in dheount of approximately $58.8 million and
charges for the acceleration of vesting of cershiare-based awards in the amount of
approximately $9.4 million.

On September 8, 2009, the Company’s Board of Dorealeclared a special dividend on
our outstanding common stock of $0.7525 per slarapproximately $239.3 million in the
aggregate, payable to shareholders of record &smftmber 8, 2009. The special dividend was
paid on September 11, 2009 with cash generated dpmrations.

At October 30, 2009, we had total outstanding ¢ielctuding the current portion of
long-term obligations) of approximately $4.13 loitli We had $924.1 million available for
borrowing under the ABL Facility at that date. Qiguidity needs are significant, primarily due
to our debt service and other obligations. Howewerpelieve our cash flow from operations
and existing cash balances, combined with avaitghihder the Credit Facilities if necessary,
will provide sufficient liquidity to fund our currg obligations, projected working capital
requirements and capital spending for a perioditithides the next twelve months.

Our inventory balance represented approximately 486ur total assets exclusive of
goodwill and other intangible assets as of Oct@®12009. Our proficiency in managing our
inventory balances can have a significant impaaumncash flows from operations during a
given fiscal year. Inventory purchases are oftenesghat seasonal in nature, such as the
purchase of warm-weather or Christmas-related nagdise. Efficient management of our
inventory is an important component of our effédsncrease gross margins.

We lease three of our distribution centers fronsdes, which meet the definition of a
variable interest entity (VIE). One of these dimtition centers has been recorded as a financing
obligation whereby the property and equipment aeflected in our consolidated balance sheets.
The land and buildings of the other two distribateenters have been recorded as operating
leases. We are not the primary beneficiary of thd&s and, accordingly, have not included
these entities in our consolidated financial staets. Other than the foregoing, we are not party
to any off balance sheet arrangements.

As described in Note 7 to the condensed consotidatancial statements, we are
involved in a number of legal actions and clainesns of which could potentially result in
material cash payments. Adverse developments sethontingencies or actions could
materially and adversely affect our liquidity. Wle@ahave certain income tax-related
contingencies as more fully described below un@&itical Accounting Policies and Estimates”
and in Note 4 to the condensed consolidated fimhstatements. Future negative developments
could have a material adverse effect on our ligyidi

We may seek, from time to time, to retire the ngéssdefined above) through cash
purchases on the open market, in privately negmtilansactions or otherwise. Such

37




repurchases, if any, will depend on prevailing neaidonditions, our liquidity requirements,
contractual restrictions and other factors. The am®involved may be material.

Cash flows from operating activitie®©ur cash flows from operating activities in the
2009 period compared to the 2008 period was pe$jtivnpacted by our strong operating
performance due to greater sales, higher grossinsaaigd lower SG&A expenses as a
percentage of sales, as described in more detareatinder “Results of Operation€ash flows
from operating activities in the 2009 period as paned to the 2008 period were significantly
impacted by changes in working capital in genenal merchandise inventories and accrued
expenses and other liabilities in particular. Aedhexpenses and other liabilities increased by
$19.4 million in the 2009 period compared to aneéase of $193.0 million in the 2008 period,
with the most significant items including a $40.0lion payment in the 2009 period (which w
accrued in the 2008 period) to settle a sharehddaesuit resulting from our 2007 merger,
higher bonus payouts in the 2009 period comparéde@rior year period as a result of our
improved 2008 operating results, and changes wniectax reserves in the 2009 and 2008
periods. Inventory levels increased by 19% ovehating the 2009 period compared to a 26%
overall increase during the 2008 period, whichespnts normal increases in advance of the
Christmas selling season. Inventory levels in our inventory categories in the 2009 period
compared to the respective 2008 period were asvislithe consumables category increased
26% compared to a 31% increase; the seasonal categoeased by 27% compared to a 31%
increase; the home products category increase@dbganpared to an increase of 4%; and
apparel declined by 2% compared to a 19% increase.

Cash flows from investing activitieSignificant components of property and equipment
purchases in the 2009 period included the follovépgroximate amounts: $76 million for
improvements and upgrades to existing stores, $4i®mfor new stores, $23 million for
administrative capital costs, $21 million for reretgland relocations of existing stores, $14
million for distribution and transportation relatedpital expenditures and $8 million for
systems-related capital projects. During the 20€%pd, we opened 386 new stores and
remodeled or relocated 332 stores.

Significant components of property and equipmemtipases in the 2008 period incluc
the following approximate amounts: $99 million forprovements and upgrades to existing
stores, $22 million for remodels and relocationgxiting stores, $15 million for new stores,
$11 million for systems-related capital projectsd &9 million for distribution and
transportation-related capital expenditures. DOuthre 2008 period, we opened 175 new stores
and remodeled or relocated 356 stores.

Purchases and sales of short-term investments.®f$lion and $61.5 million,
respectively, during the 2008 period relate pritgdn our captive insurance subsidiary.

Capital expenditures for the 2009 fiscal year aogegted to be approximately $275
million to $300 million. We anticipate funding oR009 capital requirements with cash flows
from operations and, if necessary, borrowings uoderABL Facility.
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Cash flows from financing activitieAs discussed in more detail above, we paid a
dividend and related amounts of $239.7 millionha third quarter of 2009. We had no
borrowings or repayments under our ABL Facilityttie 2009 period, and had no borrowings
and repayments of $102.5 million under this fagiiit the 2008 period.

Critical Accounting Policies and Estimates

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

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

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

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

* applying the RIM to a group of products that is faatly uniform in terms of its co
and selling price relationship and turnover,

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

* inaccurate estimates of inventory shrinkage betwieemate of the last physic
inventory at a store and the financial statemet#;dand
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* inaccurate estimates of LCM and/or LIFO reser

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

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

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

Goodwill and Other Intangible AsseWe amortize intangible assets over their estim
useful lives unless such lives are deemed indefiffiimpairment indicators are noted,
amortizable intangible assets are tested for impant based on projected undiscounted cash
flows, and, if impaired, written down to fair valbased on either discounted projected cash
flows or appraised values. Future cash flow pragestare based on management’s projections.
Significant judgments required in this testing @sE may include projecting future cash flows,
determining appropriate discount rates and oth&rraptions. Projections are based on
management’s best estimates given recent finaperédrmance, market trends, strategic plans
and other available information. Changes in thasienates and assumptions could materially
affect the determination of fair value or impairrhdfuture indicators of impairment could re
in an asset impairment charge.
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Under accounting standards for goodwill and oth&arigible assets, we are required to
test such assets with indefinite lives for impaintn@nnually, or more frequently if impairment
indicators occur. The goodwill impairment test isva-step process that requires manageme
make judgments in determining what assumptionséoimi the calculation. The first step of the
process consists of estimating the fair value ofreporting unit based on valuation techniques
(including a discounted cash flow model using rexeand profit forecasts) and comparing that
estimated fair value with the recorded carryingiealwhich includes goodwill. If the estimated
fair value is less than the carrying value, a sdaiap is performed to compute the amount of
the impairment by determining an “implied fair valwf goodwill. The determination of the
implied fair value of goodwill would require us &tlocate the estimated fair value of our
reporting unit to its assets and liabilities. Amallocated fair value represents the implied fair
value of goodwill, which would be compared to isresponding carrying value.

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

We performed our annual impairment tests of goddwidl indefinite-lived intangible
assets during the third quarter of 2009 based aditons as of the end of our second quarter.
The tests indicated that no impairment was necgs®ée are not currently projecting a decline
in cash flows that could be expected to have aerséveffect such as a violation of debt
covenants or future impairment charges.

Property and EquipmentProperty and equipment are recorded at cost. Mggour
assets into relatively homogeneous classes andaijgnerovide for depreciation on a straight-
line basis over the estimated average useful filsaoh asset class, except for leasehold
improvements, which are amortized over the lesktdrenapplicable lease term or the estimated
useful life of the asset. Certain store and warsadixtures, when fully depreciated, are
removed from the cost and related accumulated digien and amortization accounts. The
valuation and classification of these assets aa@#signment of depreciable lives involves
significant judgments and the use of estimates.

Impairment of Long-lived Assetdle review the carrying value of all long-lived asse
for impairment at least annually, and whenever essenchanges in circumstances indicate that
the carrying value of an asset may not be recol@riabaccordance with accounting standards
for impairment or disposal of long-lived assets,redew for impairment stores open for
approximately two years or more for which recershcliows from operations are negative.
Impairment results when the carrying value of thgets exceeds the estimated undiscounted
future cash flows over the life of the lease. Catmeate of undiscounted future cash flows over
the lease term is based upon historical operatibtise stores and estimates of future store
profitability which encompasses many factors thiatsabject to variability and are difficult to
predict. If a long-lived asset is found to be impdj the amount recognized for impairment is
equal to the difference between the carrying vahuthe asset’s estimated fair value. The fair
value is estimated based primarily upon projectedré cash flows (discounted at our credit
adjusted riskree rate) or other reasonable estimates of farketaalue in accordance with U
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GAAP. During the second quarter of 2009 we recomlede-tax impairment charge of $5.0
million for certain store assets that we deemdaktanpaired.

Insurance Liabilities We retain a significant portion of the risk farravorkers’
compensation, employee health insurance, genahality, property loss and automobile
coverage. These costs are significant primarilytduee large employee base and number of
stores. Provisions are made to these insurandétiegbon an undiscounted basis based on
actual claim data and estimates of incurred butewdrted claims developed using actuarial
methodologies based on historical claim trendfitlire claim trends deviate from recent
historical patterns, we may be required to recaditeonal expenses or expense reductions,
which could be material to our future financialuks.

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

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

Lease Accounting and Excess Faciliti@he majority of our stores are subject to short-
term leases (usually with initial or current terais3 to 5 years) with multiple renewal options
when available. We also have stores subject tallia#suit arrangements with landlords, which
typically carry a primary lease term of 10 yeargwmultiple renewal options. As of January 30,
2009, approximately 42% of our stores had provsi@n contingent rentals based upon a
percentage of defined sales volume. We recogniagngent rental expense when the
achievement of specified sales targets is congidqam@bable. We recognize rent expense over
the term of the lease. We record minimum rentakegp on a straight-line basis over the base,
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non-cancelable lease term commencing on the datevihtake physical possession of the
property from the landlord, which normally includegeriod prior to store opening to make
necessary leasehold improvements and install iduees. When a lease contains a
predetermined fixed escalation of the minimum remt recognize the related rent expense on a
straight-line basis and record the difference betwide recognized rental expense and the
amounts payable under the lease as deferred remant allowances, to the extent received, are
recorded as deferred incentive rent and amortigesdraduction to rent expense over the term of
the lease. We reflect as a liability any differebe¢ween the calculated expense and the am
actually paid. Improvements of leased propertiesaanortized over the shorter of the life of the
applicable lease term or the estimated usefublifine asset.

For store closures (excluding those associatedamithsiness combination) where a l¢
obligation still exists, we record the estimatetiifa liability associated with the rental
obligation on the date the store is closed in atamace with accounting standards for costs
associated with exit or disposal activities. Bage@n overall analysis of store performance and
expected trends, management periodically evaldléseed to close underperforming stores.
Liabilities are established at the point of closiamethe present value of any remaining operating
lease obligations, net of estimated sublease incantat the communication date for sever:
and other exit costs. Key assumptions in calcudatne liability include the timeframe expected
to terminate lease agreements, estimates relatbd sublease potential of closed locations, and
estimation of other related exit costs. If actuaing and potential termination costs or
realization of sublease income differ from ourresties, the resulting liabilities could vary from
recorded amounts. These liabilities are reviewetbgieally and adjusted when necessary.

Share-Based Payment®ur shardzased stock option awards are valued on an inca
grant basis using the Black-SchoMsfton closed form option pricing model. The apgiion of
this valuation model involves assumptions thatadgmental and highly sensitive in the
valuation of stock options, which affects compeiosaéxpense related to these options. These
assumptions include an estimate of the fair vafuuo common stock, the term that the options
are expected to be outstanding, an estimate ofdladility of our stock price (which is based on
a peer group of publicly traded companies), appleaterest rates and the dividend yield of
stock. Other factors involving judgments that affbe expensing of share-based payments
include estimated forfeiture rates of share-baseatds. If our estimates differ materially from
actual experience, we may be required to recordiaddl expense or reductions of expense,
which could be material to our future financialuks.

Fair Value Measurement8/e measure fair value of assets and liabilitiesdoordance
with applicable accounting standards, which reqthies fair values be determined based on the
assumptions that market participants would useioing the asset or liability. These standards
establish a fair value hierarchy that distinguishetsveen market participant assumptions based
on market data obtained from sources independaheakporting entity (observable inputs that
are classified within Levels 1 and 2 of the hiengcand the reporting entity’s own assumptions
about market participant assumptions (unobservaplgs classified within Level 3 of the
hierarchy). Therefore, Level 3 inputs are typicdlsed on an entity’own assumptions, as th
is little, if any, related market activity, and ghrequires the use of significant judgment and
estimates.
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Our fair value measurements are primarily assottiadén our derivative financial
instruments, intangible assets, property and egepnand to a lesser degree our investments.
The values of our derivative financial instrumesuts determined using widely accepted
valuation techniques, including discounted casWw #malysis on the expected cash flows of «
derivative. This analysis reflects the contracteains of the derivatives, including the period to
maturity, and uses observable markased inputs, including interest rate curves. Hirevalues
of interest rate swaps are determined using th&ehatandard methodology of netting the
discounted future fixed cash payments (or recegotg)the discounted expected variable cash
receipts (or payments). The variable cash recémptpayments) are based on an expectation of
future interest rates (forward curves) derived fralpservable market interest rate curves.

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

In addition to making valuation estimates, we dlsar the risk that certain derivative
instruments that have been designated as hedgesiaerdtly meet the strict hedge accounting
requirements may not qualify in the future as “hygiffective,” as defined, as well as the risk
that hedged transactions in cash flow hedgingioglships may no longer be considered
probable to occur. Further, new interpretations guidance related to these instruments may be
issued in the future, and we cannot predict theiptesimpact that such guidance may have on
our use of derivative instruments going forward.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK.

There have been no material changes to the disel®selating to this item from those
set forth in our Annual Report on Form 10-K for fieeal year ended January 30, 2009.

ITEM 4T. CONTROLS AND PROCEDURES.

(@) Disclosure Controls and Procedur. Under the supervision and with 1
participation of our management, including our pipal executive officer and principal financ
officer, we conducted an evaluation of our disctestontrols and procedures, as such term is
defined under Rule 13a-15(e) or 15d-15(e) promeldainder the Securities Exchange Act of
1934, as amended (the “Exchange Act”). Based anetvluation, our principal executive
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officer and our principal financial officer concled that our disclosure controls and procedures
were effective as of the end of the period covénethis report.

(b) Changes in Internal Control Over Financial Repog. There have been 1
changes in our internal control over financial mjpg (as defined in Exchange Act Rule 13a-15
(f)) during the quarter ended October 30, 2009 hlaae materially affected, or are reasonably
likely to materially affect, our internal controver financial reporting.

PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

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

ITEM 1A. RISK FACTORS.

Except for the amended and restated or additiasks rdentified in “Item 1A. Risk
Factors” of our Quarterly Report on Form 10-Q fog guarter ended July 31, 2009, there have
been no material changes to the disclosures rgladithis item from those set forth in our
Annual Report on Form 10-K for the fiscal year eshdanuary 30, 2009.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF
PROCEEDS.

On November 18, 2009, we completed the initial mublfering (the “IPO”) of
39,215,000 shares of our common stock (the “IPOe&&ip We sold 22,700,000 shares (the
“Company Shares”) at a price to the public of $21pér share and a selling shareholder sold an
additional 16,515,000 previously outstanding shétes“Selling Shareholder Sharesi)a price
to the public of $21.00 per share. The IPO Sharre wegistered under the Securities Act of
1933, as amended, on a registration statemention Sel (Registration No. 333-161464). The
registration statement was declared effective bySecurities and Exchange Commission on
November 12, 2009. Citigroup Global Markets If@ojdman, Sachs & Co., KKR Capit
Markets LLC, Merrill Lynch, Pierce, Fenner & Smitircorporated and J.P. Morgan
Securities Inc. served as joint book-running maratw the 1PO.

The net proceeds to us from the sale of the ComfBaiayes, after deducting the
underwriting discount, were approximately $446 imill The underwriters received a discount
of $1.2075 per share on the Company Shares, fitabunderwriting discount of approximately
$27.4 million. During the fourth quarter, the petceeds to us from the sale of the Company
Shares have been used to redeem $176.7 millioregatgr principal amount of 10.625% senior
notes due 2015 and $205.2 million aggregate prah@pount of 11.875%/12.625% senior
subordinated toggle notes due 2017 on Novembe2@®) at redemption prices of 110.625%
and 111.875%, respectively, plus accrued and unptdcest. On November 18, 2009, we gave
30-day notice to redeem $19.0 million additionajr@gate principal amount of the senior notes
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at a redemption price of 110.625%, plus accrueduspaid interest. We did not receive any
proceeds from the sale by the selling shareholfigreocSelling Shareholder Shares.

Affiliates of KKR Capital Markets LLC and Goldma8achs & Co. each have an indii
interest in more than 10% of our capital stock tigtotheir investment in Buck Holdings, L.P.
and Buck Holdings, LLC, its general partner andedalvare limited liability company controll
by investment funds affiliated with Kohlberg Kraw®berts & Co., L.P. In addition, affiliates
of such entities may have received a portion ofpteeeeds of the offering by reason of the
redemption of any notes held by them.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS .

Pursuant to the terms of a Management Stockholdgreement with us and Buck
Holdings, L.P., certain of our shareholders agteatlshareholder action may be taken withc
meeting, without prior notice and without a vota wWvritten consent setting forth the action te
is signed by shareholders having not less thamihenum number of votes that would be
necessary to authorize the action at a meetingcansented to the taking of any action in such
manner.

On October 7, 2009, acting by written consent witreomeeting in reliance upon the
foregoing provisions, Buck Holdings, L.P., whichtlaat time owned 553,400,020 shares of our
common stock (or approximately 99% of our then taunding common stock), along with
certain other shareholders owning an aggregatd@f79 shares of our common stock, vote
such shares to approve a reverse stock split bghndach 1.75 shares of issued and outstanding
common stock, $0.50 par value per share, was sfidasand converted into one share of
common stock, $0.875 par value per share, andaheghue of the remaining authorized but
unissued shares of our common stock was changed$©o50 per share to $0.875 per share.
Subsequent to the reverse stock split, we hacahdd817,944,825 shares of common stock
outstanding.

In addition, on October 23, 2009 we held a spenting of our shareholders to
consider the following matters:

1. To ratify an amendment to our amended and restdiader that effected
reverse stock split by which each 1.75 shares pfssued and outstanding $0.50 par value
common stock was converted into one share of $Qo@rvyalue common stock and the par v
of the remaining authorized but unissued $0.50vpare common stock was changed from
$0.50 per share to $0.875 per share.

2. To ratify the amendment to the 2007 Stock Incenfilan for Key Employees «
Dollar General Corporation and its Affiliates (12907 Plan”) approved by consent of the
shareholders in May 2008 that increased the nuisrares of our common stock available
issuance under the 2007 Plan to 15,714,286 arfuefuid consider approving an Amended and
Restated 2007 Stock Incentive Plan for Key Empley#deDollar General Corporation and its
Affiliates (the “A&R 2007 Plan”) that, among othiirings, increased the number of shares of
our common stock available for issuance under iRB 2007 Plan by 15,428,572, such that the
total number of shares of our common stock avalédnl issuance under the A&R 2007 Plan is
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31,142,858 (all numbers reflected in this Item 2ehbeen adjusted for the reverse split referred
to in Item 1).

3. To approve an Amended and Restated Dollar GenenrglaCation Annua
Incentive Plan that provides, among other thingat the maximum bonus amount that can be
payable to any one participant in respect of th@iegble performance period is $5,000,000.

4, To approve in all respects the compensation arrapges with the nc-employee
members of our Board of Directors, as previoustpremended by the Compensation
Committee of the Board of Directors and approveainyfull Board of Directors.

5. To approve a Second Amended and Restated Equityegigpion Rights Plan, ¢
amended from time to time (the “EARs Plan”) thadypdes for, among other things, the ability
to allow awards under the EARs Plan to be paithénform of cash or shares of our common
stock and the acceleration of vesting and paymecgrbain outstanding awards under the EARs
Plan.

6. To approve our Amended and Restated Che

7. To approve a Sharehold’ Agreement among the Company, Buck Holdir
L.P. and the Sponsor Shareholders (as defineditesetting forth, among other things, certain
rights concerning our board of directors and cersagnificant corporate transactions.

All of the 316,228,583 shares of common stock preaethe meeting via proxy were
voted in favor of each of the above-referencedensittNo shares were voted against or were
withheld from voting on any of the above-referenosatters, nor were there any abstentions or
broker non-votes.

ITEM 5. OTHER INFORMATION.

Our Bylaws were amended and restated as of Noveb#&009, in connection with the
closing of the initial public offering of our commatock. Our Amended and Restated Bylaws
(the “Bylaws”) provide that in order to nominateaditors for election at an annual or special
meeting of our shareholders, shareholders musigedimely notice in writing to the corporate
secretary. Generally, to be timely, a shareholdatiEe must be received at our principal
executive offices and within the following time poats:

* in the case of an annual meeting of shareholdetarlier than the close of busin
on the 120th day and not later than the close sinegs on the 90th day prior to the
first anniversary of the preceding year's annuating; provided, however, that in
the event the date of the annual meeting is mane 80 days before or more than
60 days after such anniversary date, notice bghlaeeholder to be timely must be so
delivered not earlier than the close of businestheri20th day prior to the date of
such annual meeting and not later than the clobeigsihess on the later of the
90th day prior to the date of such annual meetmdf the first public announcement
of the date of such annual meeting is less thard&98 prior to the date of such
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annual meeting, the 10th day following the day driclv public announcement of the
date of such meeting is first made by us; and

* in the case of a special meeting of shareholddiedctor the purpose of electir
directors, not earlier than the close of businesthe 120th day prior to such special
meeting and not later than the close of businesbh@rater of the 90th day prior to
such special meeting or the 10th day followingdhte on which notice of the date
the special meeting was mailed or public disclosdithe date of the special meeting
was made, whichever occurs first.

In no event shall any adjournment or postponemeah@nnual meeting, or the
announcement thereof, commence a new time perratiéagiving of a shareholder’s notice as
described above.

ITEM 6. EXHIBITS.

See the Exhibit Index immediately following therggure page hereto, which Exhibit
Index is incorporated by reference as if fully fegth herein.
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CAUTIONARY DISCLOSURE REGARDING FORWARD-LOOKING STA TEMENTS

“Forward-looking statements” within the meaninglué federal securities laws are
included throughout this report, particularly unttee headings “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems” and “Note 7. Commitments and
contingencies,” among others. You can identify ¢hetstements because they are not solely
statements of historical fact or they use wordhas“may,” “will,” “should,” “expect,”
“believe,” “anticipate,” “project,” “plan,” “expegt “estimate,” “objective,” “intend,”

“continue,” “potential,” “predict” or “could,” or snilar expressions that concern our strategy,
plans or intentions or our beliefs about futurewoences. For example, all statements relatil
our estimated and projected earnings, costs, expeasl cash flows, financial results, or
liquidity, our plans and objectives for future oggons, growth or initiatives, our strategies, the
expected outcome or impact of pending or threatéhgdtion, and expectations regarding a
possible reduction in the reserve for uncertainpt@asitions are forward-looking statements.

All forward-looking statements are subject to rigks&l uncertainties that may change at
any time. We derive many of our forward-lookingtstaents from our operating budgets and
forecasts, which are based on many detailed asgumsphat we believe are reasonable.
However, it is very difficult to predict the impaat known factors, and it is impossible for us to
anticipate all factors that could affect our actgslults. Important factors that could cause actual
results to differ materially from the expectation®ur forward-looking statements (“cautionary
statements”) include, without limitation:

» failure to successfully execute our growth strajeggiuding delays in stor
growth, difficulties executing sales and operatingfit margin initiatives and
inventory shrinkage reduction;

» the failure of our new store base to achieve salesoperating levels consiste
with our expectations;

» risks and challenges in connection with sourcingam@&ndise from domestic al
foreign vendors;

» our level of success in gaining and maintainingadronarket acceptance of our
private brands;

» unfavorable publicity or consumer perception of products:

* our debt levels and restrictions in our debt age@s)

* economic conditions, including their effect on fimancial and capital market
our suppliers and business partners, employmealdesonsumer demand,
spending patterns, inflation and the cost of goods;

* levels of inventory shrinkag:

» seasonality of our busines

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

» the impact of governmental laws and regulationstaecbutcomes of leg
proceedings;

» disruptions in our supply chain;

* damage or interruption to our information syste
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changes in the competitive environment in our imguand the markets where
operate;

natural disasters, unusually adverse weather dondjtpandemic outbreak
boycotts and geo-political events;

the incurrence of material uninsured losses orstege insurance cost

our failure to protect our brand nan

our loss of key personnel or our inability to haeditional qualified personne
our failure to maintain effective internal contrc

the factors disclosed und“Risk Factor” in Part I, Item 1A of our Quarter
Report on Form 10-Q for the quarter ended July2809 and in Part I, Iltem 1A
of our Annual Report on Form 10-K for the fiscahyended January 30, 2009;
and

the factors disclosed elsewhere in this documenctyding without limitation ir
conjunction with the forward-looking statementsiiselves and under the
heading “Critical Accounting Policies and Estim&}es

All forward-looking statements are expressly quedifin their entirety by these
cautionary statements as well as other cautiontatgreents that we make from time to time in
our other SEC filings and public communicationsu¥ahould evaluate all of our forward-
looking statements in the context of these riskbwarcertainties.

We caution you that the important factors refereragove may not contain all of the
factors that are important to you. In addition, s@@not assure you that we will realize the
results or developments we expect or anticipatewvan if substantially realized, that they will
result in the consequences or affect us or ourabipess in the way we expect. The forward-
looking statements included in this report are mag as of the date hereof. We undertake no
obligation to publicly update or revise any forwdmdking statement as a result of new
information, future events or otherwise, excepbvtherwise required by law.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has
duly caused this report to be signed on its bdhathe undersigned thereunto duly authorized,

both on behalf of the Registrant and in his capaastprincipal financial and accounting officer
of the Registrant.

DOLLAR GENERAL CORPORATION

Date: December 10, 2009 By: /s/ David M. Tehle

David M. Tehle
Executive Vice President and Chief Financial Office

51




Exhibit No.

EXHIBIT INDEX

Description

3.1

3.2

4.1

10.1

10.2

10.3

10.4

10.5

10.6

Amended and Restated Charter of Dollar Geri&gboration (incorporated by
reference to Exhibit 3.1 to the Company’s Curreep®t on Form 8-K dated
November 18, 2009, filed with the SEC on Noveml&r2D09 (file no. 001-
11421))

Amended and Restated Bylaws of Dollar Gern@éoaporation (incorporated by
reference to Exhibit 3.2 to the Company’s Curreep®t on Form 8-K dated
November 18, 2009, filed with the SEC on Noveml&r2D09 (file no. 001-
11421))

Shareholders' Agreement of Dollar General Gafion, dated as of November 9,
2009 (incorporated by reference to Exhibit 4.1h@ €ompany’s Current Report
on Form 8-K dated November 18, 2009, filed with $#C on November 18, 2009
(file no. 001-11421))

Amended and Restated 2007 Stock Incentive fBtaKey Employees of Dollar
General Corporation and its affiliates (as apprdweghareholders on October 23,
2009) ((incorporated by reference to Exhibit 1@ ihe Company's Registration
Statement on Form S-1 (file no. 333-161464))

Amendment to Management Stockholder's Agreearaong Dollar General
Corporation, Buck Holdings, L.P. and key employekBollar General
Corporation (July 2007 grant group)

Amendment to Management Stockholder's Agreearaong Dollar General
Corporation, Buck Holdings, L.P. and key employekBollar General
Corporation (post-July 2007 grant group)

Amended and Restated Dollar General Cormor@&nnual Incentive Plan
(incorporated by reference to Exhibit 10.14 to@mmpany's Registration
Statement on Form S-1 (file no. 333-161464))

Form of Director Restricted Stock Unit Awagreement in connection with
restricted stock unit grants made to outside dwsgbursuant to the Company’s
Amended and Restated 2007 Stock Incentive Plaorfaacated by reference to
Exhibit 10.15 to the Company’s Registration Statenos Form S-1 (file no. 333-
161464))

Form of Director Stock Option Agreement imigection with option grants made
to outside directors pursuant to the Company’s Atedrand Restated 2007 Stock
Incentive Plan (incorporated by reference to ExHibi16 to the Company’s
Registration Statement on Form S-1 (file no. 33348a1))

52




10.7

31

32

Form of Director Compensation Letter betwBetlar General Corporation and
outside directors of Dollar General Corporatiorc@rporated by reference to
Exhibit 10.17 to the Company’s Registration Statenos Form S-1 (file no. 333-
161464))

Certifications of CEO and CFO under Exchange AdeRi3e14(a).

Certifications of CEO and CFO under 18 U.S.C. 1!
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AMENDMENT TO MANAGEMENT STOCKHOLDER’ S AGREEMENTS (THIS
“ AMENDMENT ")

This Amendment is effective as of November 18, 2009

WHEREAS, Dollar General Corporation a Tennesse@@ation (the “
Company’), and Buck Holdings, L.P., a Delaware limited tp@rship (“ Parent) have
previously entered into a number of ManagementkBimider’s Agreements (all such
agreements collectively, the “ Management Stockérsidgreementy with certain
individuals who are key employees of the Compangra of its subsidiaries (the “
Management Stockholdets

WHEREAS, Section 16 of the Management Stockholdgreements
provides that the Management Stockholders Agreesmmaaly be amended by the
Company, subject to the conditions specified timerai any time upon notice to the
Management Stockholders thereof;

WHEREAS, the Company and Parent desire to ameni#magement
Stockholders Agreements for the benefit of the M@naent Stockholders as provided
herein;

NOW, THEREFORE, in consideration of the mutual agnents specifie
in this Amendment, the parties hereto hereby agsdellows:

1. Amendment to Management Stockholders Agreesnenhe first
sentence of Section 2(a) of the Managements StéadisoAgreements is hereby
amended and restated in its entirety to read &sifsi

“The Management Stockholder agrees and acknowletigese will not,
directly or indirectly, offer, transfer, sell, agsj pledge, hypothecate or
otherwise dispose of (any of the foregoing actadpeeferred to herein as
a “ transfer’) any shares of Purchased Stock, Rollover Stock anhthe
time of exercise, Common Stock issuable upon exermi Options (*
Option StocK’; together with all Purchased Stock, Rollover &taaod any
other Common Stock otherwise acquired and/or hglithé® Management
Stockholder Entities as of or after the date hereStock”; provided that
the term “Stock” shall not include any shares offdmon Stock purchased
on or after the date of consummation of a QualiRedblic Offering (i) in
the open market, (ii) through a directed share faumgor (iii) through a
direct stock purchase plan for the benefit of tlhenany’s employees
and/or the public that is administered by a thiady administrator),
except as provided in this Section 2(a) below agctiBn 3 hereof.”

2. Governing Law The laws of the State of Tennessee applicable to
contracts executed and to be performed entiretyah state shall govern the
interpretation, validity and performance of thensrof this Agreement.

3. Counterparts This Amendment may be executed in counterparts,
and by different parties on separate counterpaaish of which shall be deemed an
original, but all such counterparts shall togettwistitute one and the same instrument.




4. No Other AmendmentsExcept to the extent expressly amended
by this Amendment, all terms of the Management 8tolders Agreements shall remain
in full force and effect without amendment, changenodification.

[Signatures on the following page]




IN WITNESS WHEREOF, each of the following has exeduthis
Amendment as of the date first set forth above.

DOLLAR GENERAL CORPORATION

By: /s/ Susan S. Lanigan

Name: Susan S. Lanigan
Title: Executive Vice President & General Counsel

BUCK HOLDINGS, L.P.

By: Buck Holdings, LLC, its General Partner

By: /s/ Raj Agrawal

Name: Raj Agrawal
Title: Manager and Vice President



AMENDMENT TO MANAGEMENT STOCKHOLDER’ S AGREEMENTS (THIS
“ AMENDMENT ")

This Amendment is effective as of November 18, 2009

WHEREAS, Dollar General Corporation a Tennesse@@ation (the “
Company’), and Buck Holdings, L.P., a Delaware limited tp@rship (“ Parent) have
previously entered into a number of ManagementkBimider’s Agreements (all such
agreements collectively, the “ Management Stockérsidgreementy with certain
individuals who are key employees of the Compangra of its subsidiaries (the “
Management Stockholdets

WHEREAS, Section 16 of the Management Stockholdgreements
provides that the Management Stockholders Agreesmmaaly be amended by the
Company, subject to the conditions specified timerai any time upon notice to the
Management Stockholders thereof;

WHEREAS, the Company and Parent desire to ameni#magement
Stockholders Agreements for the benefit of the M@naent Stockholders as provided
herein;

NOW, THEREFORE, in consideration of the mutual agnents specifie
in this Amendment, the parties hereto hereby agsdellows:

1. Amendment to Management Stockholders Agreesnenhe first
sentence of Section 2(a) of the Managements StéadisoAgreements is hereby
amended and restated in its entirety to read &sifsi

“The Management Stockholder agrees and acknowletigese will not,
directly or indirectly, offer, transfer, sell, agsj pledge, hypothecate or
otherwise dispose of (any of the foregoing actadpeeferred to herein as
a “ transfer’) any shares of Purchased Stock and, at the tire@eycise,
Common Stock issuable upon exercise of Optionspfidd Stock’;
together with all Purchased Stock and any otheri@omStock otherwise
acquired and/or held by the Management Stockhddéties as of or
after the date hereof, “ Stotkprovided that the term “Stock” shall not
include any shares of Common Stock purchased afterthe date of
consummation of a Qualified Public Offering (i)tlre open market, (ii)
through a directed share program or (iii) througtiract stock purchase
plan for the benefit of the Company’s employeedamnithe public that is
administered by a third party administrator), exagpprovided in this
Section 2(a) below and Section 3 hereof.”

2. Governing Law The laws of the State of Tennessee applicable to
contracts executed and to be performed entiretyah state shall govern the
interpretation, validity and performance of thensrof this Agreement.

3. Counterparts This Amendment may be executed in counterpants,by
different parties on separate counterparts, eagthath shall be deemed an original, but
all such counterparts shall together constituteamethe same instrument.




4. No Other AmendmentsExcept to the extent expressly amended by this
Amendment, all terms of the Management Stockholdgreements shall remain in full
force and effect without amendment, change or naadibn.

[Signatures on the following page]




IN WITNESS WHEREOF, each of the following has exeduthis Amendment
as of the date first set forth above.

DOLLAR GENERAL CORPORATION

By: /s/ Susan S. Lanigan

Name: Susan S. Lanigan
Title: Executive Vice President & General Counsel

BUCK HOLDINGS, L.P.

By: Buck Holdings, LLC, its General Partner

By: /s/ Raj Agrawal

Name: Raj Agrawal
Title: Manager and Vice President



CERTIFICATIONS
I, Richard W. Dreiling, certify that:
1. | have reviewed this quarterly report on Fo®aQL of Dollar General Corporation;

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

3. Based on my knowledge, the financial statementd,@her financial information included in t
report, fairly present in all material respects fimancial condition, results of operations andh
flows of the registrant as of, and for, the peripdssented in this report;

4. The registran$’ other certifying officer(s) and | are responsifide establishing and maintaini
disclosure controls and procedures (as definedkah&nhge Act Rules 13a-15(e) and 1Ez{e)) an
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15{f))
for the registrant and have:

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

(b) Designed such internal control over financial réjpgy, or caused such internal control ¢
financial reporting to be designed under our sug®m, to provide reasonable assure
regarding the reliability of financial reporting dthe preparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

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

(d) Disclosed in this report any change in thastegnt's internal control over financial report
that occurred during the registrant’'s most recéstaf quarter (the registrastfourth fisce
guarter in the case of an annual report) that hatemally affected, or is reasonably likely
materially affect, the registrant’s internal comteer financial reporting; and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evalue
of internal control over financial reporting, toethegistrans auditors and the audit committee
the registrant’s board of directors (or persorm$gpming the equivalent functions):

(&) All significant deficiencies and material weaknesse the design or operation of intel
control over financial reporting which are reasdpdiely to adversely affect the registraat’
ability to record, process, summarize and repagrfcial information; and

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

Date: December 10, 2009 /s/ Richard W. Dreiling

Richard W. Dreiling
Chief Executive Officer




I, David M. Tehle, certify that:
1. | have reviewed this quarterly report on Fo®aQ of Dollar General Corporation;

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

3. Based on my knowledge, the financial statementd,aher financial information included in t
report, fairly present in all material respects fimancial condition, results of operations andh
flows of the registrant as of, and for, the peripdssented in this report;

4.  The registran$’ other certifying officer(s) and | are responsifidée establishing and maintaini
disclosure controls and procedures (as definedkah&nge Act Rules 13a-15(e) and 1Eg{e)) an
internal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and 15{f))
for the registrant and have:

(a) Designed such disclosure controls and proceduresawsed such disclosure controls
procedures to be designed under our supervisioensare that material information relat
to the registrant, including itonsolidated subsidiaries, is made known to usthgre withir
those entities, particularly during the period ihigh this report is being prepared,;

(b) Designed such internal control over financial réjpgy, or caused such internal control ¢
financial reporting to be designed under our sug®m, to provide reasonable assure
regarding the reliability of financial reporting cthe preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registerdisclosure controls and procedures
presented in this report our conclusions aboukeffectiveness of the disclosure controls
procedures, as of the end of the period coveretiibyeport based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial report
that occurred during the registrant’'s most recéstdal quarter (the registrastfourth fisce
guarter in the case of an annual report) that hatemally affected, or is reasonably likely
materially affect, the registrant’s internal contger financial reporting; and

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

(a) All significant deficiencies and material weaknesse the design or operation of intel
control over financial reporting which are reasdpdiely to adversely affect the registraat’
ability to record, process, summarize and repagrftial information; and

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

Date: December 10, 2009 /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 sokhiowledge the Quarterly Report
Form 10Q for the fiscal quarter ended October 30, 2009alar General Corporatic
(the “Company”)filed with the Securities and Exchange Commissiorihe date here
fully complies with the requirements of sectiond)3¢r 15(d) of the Securities Excha
Act of 1934 and that the information contained ucls report fairly presents, in
material respects, the financial condition and ltesaf operations of the Company.

/sl Richard W. Dreiling

Name: Richard W. Dreiling
Title: Chief Executive Officer
Date: December 10, 2009

/s/ David M. Tehle

Name: David M. Tehle
Title: Chief Financial Officer
Date: December 10, 2009



