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

FORM 10-Q

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

ACT OF 1934

For the quarterly period ended May 2, 2003

Commission file number 001-11421

DOLLAR GENERAL CORPORATION

( Exact Name of Registrant as Specified in Its Charte
TENNESSEE 61-0502302

(State or Other Jurisdiction of (I.R.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: hél filed all reports required to be filed by $acttl3 or 15
(d) of the Securities Exchange Act of 1934 durihg preceding 12 months (or for such shorter petiad the
Registrant was required to file such reports), @)chas been subject to such filing requirementdHe past 90 day
Yes [X] No[ ]

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

The number of shares of common stock outstandingayn15, 2003, was 333,565,717.

PART | —FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

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



(Unaudited)
May 2, 2003  January 31, 2003

ASSETS
Current assets:
Cash and cash equivalents $ 75,946 $ 121,318
Merchandise inventories 1,200,701 1,123,031
Deferred income taxes 26,664 33,860
Other current assets 52,080 45,699
Total current assets 1,355,391 1,323,908
Property and equipment, at cost 1,606,447 1,287,8
Less accumulated depreciation and amortization 618,336 584,001
Net property and equipment 988,111 993,822
Other assets, net 12,465 15,423
Total assets $ 2355967 $ 2,333,15¢

LIABILITIES AND SHAREHOLDERS'’ EQUITY
Current liabilities:

Current portion of long-term obligations $ 16,560 $ 16,209
Accounts payable 357,224 341,303
Accrued expenses and other 230,288 239,898
Income taxes payable 36,536 67,091
Total current liabilities 640,608 664,501
Long-term obligations 326,028 330,337
Deferred income taxes 51,584 50,247

Shareholders’ equity:
Preferred stock - -

Common stock 166,762 166,670
Additional paid-in capital 314,973 313,269
Retained earnings 860,879 812,220
Accumulated other comprehensive loss (1,311) (1,349)
1,341,303 1,290,810
Less other shareholders’ equity 3,556 2,742
Total shareholders’ equity 1,337,747 1,288,068
Total liabilities and shareholders’ equity $ 2355967 $ 2,333,15¢

See notes to condensed consolidated financials&atts.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)



(Dollars in thousands except per share amounts)

For the 13 weeks ended

May 2, 2003 May 3, 2002
% of % of

Amount  Net Sales Amount Net Sales
Net sales 4,569,064 100.00% $ 1,389,412 100.00%
Cost of goods sold 1,117,158 71.20 1,009,120 72.63
Gross profit 451,906  28.80 380,292  27.37
Selling, general and administrative 348,955 22.24 297,304 21.40
Operating profit 102,951 6.56 82,988 5.97
Interest expense, net 9,411 0.60 10,432 0.75
Income before taxes on income 93,540 5.96 72,556.22
Provision for taxes on income 33,208 2.12 26,628 1.92
Net income $ 60,332 384% $ 45928 3.30%
Diluted earnings per share $ 0.18 $ 0.14
Weighted average diluted shares (000s) 334,597 334,834
Basic earnings per share $ 0.18 $ 0.14
Weighted average basic shares (000s) 333,243 332,665
Dividends per share $ 0.035 $ 0.032

See notes to condensed consolidated financials&atts.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

For the 13 weeks ended
May 2, 2003 May 3, 2002

Cash flows from operating activities:
Net income $ 60,332 $ 45,928

Adjustments to reconcile net income to net cashigenl
by (used in) operating activitie

Depreciation and amortizatic 36,756 32,004
Deferred income taxe 8,500 39,859
Tax benefit from stock option exercis 224 689
Change in operating assets and liabilit
Merchandise inventorie (77,670) (3,426)
Other current asse (6,381) 1,500

Accounts payabl 15,921 18,671



Accrued expenses and otl (9,198) (19,775)

Income taxe: (30,555) (39,464)
Other 1,763 (1,166)
Net cash provided by (used in) operating activi (308) 74,820

Cash flows from investing activitie

Purchase of property and equipm (30,129) (34,812)
Proceeds from sale of property and equipn 66 58
Net cash used in investing activiti (30,063) (34,754)

Cash flows from financing activitie

Repayments of lor-term obligations (4,086) (3,196)
Payment of cash dividen: (11,673) (10,646)
Proceeds from exercise of stock opti 694 1,374
Other financing activitie 64 (1,699)
Net cash used in financing activiti (15,001) (14,167)
Net increase (decrease) in cash and cash equis (45,372) 25,899
Cash and cash equivalents, beginning of pe 121,318 261,525
Cash and cash equivalents, end of pe $ 75946 $ 287,424

Supplemental schedule of noncash investing

financing activities:

Purchase of property and equipment under capaak

obligations $ 117 $ -

See notes to condensed consolidated financials&atts.

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial StatementUnaudited)

1. Basis of presentation and accounting policie
Basis of presentation

The accompanying unaudited condensed consolidatadcial statements of Dollar General Corporatithre
“Company”) have been prepared in accordance with accountingiples generally accepted in the United State
interim financial information and are presentedatordance with the requirements of Form 10-Q ani¢ R0O1 of
Regulation SX. Such financial statements consequently do nolude all of the disclosures normally requirec
accounting principles generally accepted in thetééhBStates or those normally made in the ComgaAphual Repo
on Form 10-K. Accordingly, the reader of this QGedy Report on Form 10-Q should refer to the ConypstAnnua
Report on Form 10-K for the year ended January® Q3 for additional information.

The accompanying condensed consolidated finantaé¢raents have been prepared in accordance wi
Company’s customary accounting practices and hatebeen audited. In managemeangpinion, all adjustmer
(which are of a normal recurring nature) necessarya fair presentation of the consolidated finahgosition an
results of operations for the 13-week periods erMayg 2, 2003 and May 3, 2002 have been made.

Certain prior year amounts have been reclassiftiedanform to the current period presentation. Omg
estimates of inventory shrinkage and markdownsrarie@ded in the interim cost of goods sold caldolat Becaus



the Companys business is moderately seasonal, the resuliatéyim periods are not necessarily indicativ
the results to be expected for the entire year.

Accounting pronouncements

In April 2002, the Financial Accounting StandardsaBl (“FASB”) issued Statement of Financial Accoun
Standards (“SFAS”) No. 145Rescission of FASB Statements No. 4, 44, and 64edment of FASB Statement |
13, and Technical Corrections.” SFAS No. 145 mdsiboth SFAS No. 4,Reporting Gains and Losses fr
Extinguishment of Debt,” and the amendment to SFBS4, SFAS No. 64,Extinguishments of Debt Made to Satl
Sinking-Fund Requirements.Generally, under SFAS No. 145, gains and lossas filebt extinguishments will |
longer be classified as extraordinary items. Then@any adopted the provisions of SFAS No. 145 ol 1, 200
and the adoption of SFAS No. 145 has not had armbe&ffect on the Company’financial position or results
operations.

In July 2002, the FASB issued SFAS No. 14Bccounting for Costs Associated with Exit or Disal
Activities.” SFAS No. 146 nullifies Emerging Issu@ask Force (“EITF”) Issue No. 94-3,iability Recognition fo
Certain Employee Termination Benefits and Othert€os Exit an Activity (including Certain Costs lmced in
Restructuring)” (“EITF 94-3").SFAS No. 146 requires that a liability for a cossa@ciated with an exit or dispo
activity be recognized when the liability is incedr whereas EITF 98-had recognized the liability at the commitn
date to an exit plan. The Company was requireatitipt the provisions of SFAS No. 146 effectivedrit or dispos:
activities initiated after December 31, 2002. Huoption of SFAS No. 146 did not have a materigdaot on th
Company’s financial position or results of operasio

In November 2002, the EITF reached a consensud™h @-16, which addresses the accounting and in
statement classification for consideration givenabyendor to a retailer in connection with the safléehe vendori
products or for the promotion of sales of the vetglproducts. The EITF concluded that such consideraéceive:
from vendors should be reflected as a decreaseaasppaid for inventory and recognized in cossales as the relat
inventory is sold, unless specific criteria are metlifying the consideration for treatment as taimsement ¢
specific, identifiable incremental costs. As diad by the EITF in January 2003, this issue isedifie fo
arrangements with vendors initiated on or afteruday 1, 2003. The provisions of this consensus Hen applie
prospectively and are consistent with the Compaeyisting accounting policy. Accordingly, the adoptof EITF 02-
16 did not have a material impact on the Compafuyancial position or results of operations.

FASB Interpretation No. 46, “Accounting for Vdbla Interest Entities” (“FIN 46”)expands upon curre
guidance relating to when a company should incindés financial statements the assets, liabiliaes activities of
Variable Interest Entity (“VIE").The consolidation requirements of FIN 46 apply indmagely to variable intere
entities created after January 31, 2003. The c@ean requirements apply for “oldevariable interest entities in t
first fiscal year or interim period beginning afteme 15, 2003, which would apply for the Compaegibning in th
third quarter of 2003. The Company leases fouitofdistribution centers (“DCs”jrom lessors, which meet t
definition of VIEs. Two of these DCs have beenorded as financing obligations whereby the propety
equipment, along with the related lease obligat@asreflected in the accompanying condensed cioiaset! balanc
sheets. The other two DCs, excluding the equipntexve been recorded as operating leases in acwardéath SFA!
No. 98. Based on our analysis, which is subje@dditional interpretive guidance, the Company duoasanticipat
any change in its current accounting treatmentrasualt of the adoption of FIN 46.

2. Comprehensive income
Comprehensive income consists of the followingliousands):

13 Weeks Ended
May 2, 2003 May 3, 2002
Net income $ 60,332 $ 45,928




Reclassification of net loss on derivatives 38 551
Comprehensive income $ 60,370 $ 46,479

3. Earnings per share

The amounts reflected below are in thousands exmepdhare data.

13 Weeks Ended May 2, 2003

Per Share
Net Income Shares Amount
Basic earnings per share $ 60,332 333,243 $ 0.18
Effect of dilutive stock options 1,354
Diluted earnings per share $ 60,332 334,597 $ 0.18

13 Weeks Ended May 3, 2002

Per Share
Net Income Shares Amount
Basic earnings per share $ 45,928 332,665 $ 014
Effect of dilutive stock options 2,169
Diluted earnings per share $ 45,928 334,834 $ 014

Basic earnings per share was computed by dividetgntome by the weighted average number of sha
common stock outstanding during the period. Ddwtarnings per share was determined based onlthiealieffect o
stock options using the treasury stock method.

4. Commitments and contingencie:
Legal proceedings

Restatement-Related Proceeding&s previously disclosed in the Compasyeriodic reports filed with tl
Securities and Exchange Commission (the “SE@i¢, Company restated its audited financial statésntar fisca
years 1999 and 1998, and certain unaudited finemf@mation for fiscal year 2000, by means of fisrm 10K for
the fiscal year ended February 2, 2001, which wad bn January 14, 2002. The SEC is conductingreestigatiol
into the circumstances giving rise to the restatdnmkhe Company is cooperating with this investmaby providing
documents, testimony and other information to tB€ SAt this time, the Company is unable to prethet outcome (
this investigation and the ultimate effects on@wenpany, if any.

In addition, as previously discussed in the Compapyriodic reports filed with the SEC, the Compaaitlec
in the second quarter of 2002 the lead sharehaldgvative action relating to the restatement thed been filed |
Tennessee State Court. All other pending statefedheral derivative cases were subsequently digaigsiring th
third quarter of fiscal 2002. The settlement of #hareholder derivative lawsuits resulted in a pstment to th
Company, after attorney’s fees payable to the pfesh counsel, of approximately $25.2 million, which wasorde:
as income during the third quarter of 2002. The gany also settled the federal consolidated restateralated clas
action lawsuit in the second quarter of fiscal 2002 $162 million settlement was paid in the firatf of fiscal 200z
but was previously expensed in the fourth quarte20®0. The Company received from its insurers $dillion in
respect of such settlement in July 2002, which rgasrded as income during the second quarter d2.200



Plaintiffs representing fewer than 1% of the shar@ded during the class period chose to opt oth@federe
class action settlement and may elect to pursusveeg against the Company individually. In the thuquarter ¢
2002, the Company settled and paid a claim by aok plaintiff and recognized an expense of $0.2ianilin respec
of that agreement. To the Compasmknowledge, no other litigation has yet been filedhreatened by parties w
opted out of the class action settlement. The Compannot predict whether any additional litigatieitl be filed o1
estimate the potential liabilities associated vatith litigation, but it does not believe that teealution of any suc
litigation will have a material adverse effect tve tCompany’s financial position or results of opierss.

Other Litigation. On March 14, 2002, a complaint was filed in theited States District Court for t
Northern District of Alabama to commence a purpbellective action against the Company on behatiuorent an
former salaried store managers. The complaingedléhat these individuals were entitled to ovestpay and shou
not have been classified as exempt employees tineléfair Labor Standards Act (“FLSA”Plaintiffs seek to recov
overtime pay, liquidated damages, declaratory fralie attorneysfees. This action is still in the initial discoy
phase and the court has not found that the casddspooceed as a collective action. The Comparig\es that it
store managers are and have been properly clasagi@xempt employees under the FLSA and thatdti@nas no
appropriate for collective action treatment. Thentpany intends to vigorously defend the action.weler, nc
assurances can be given that the Company will beessful in defending this action on the meritetberwise, and,
not, the resolution could have a material adveffeeteon the Company’s financial position or resudf operations.

The Company is involved in other legal actions afams arising in the ordinary course of busine$he
Company currently believes that such litigation atems, both individually and in the aggregatell Wwe resolve
without a material effect on the Compasiyinancial position or results of operations. Hoer, litigation involves ¢
element of uncertainty. Future developments cealdse these actions or claims to have a matenarsel effect o
the Company’s financial position or results of @Gtems.

Other matters

The Internal Revenue Service (“IRS”) is currenthnducting a normal examination of the Company99¢
and 1999 federal income tax returns. The resiliiseoexamination, and any other issues discussdie IRS in th
course of the examination, may result in changésacCompany’s future tax liability.

5. Stock-based compensatiol

The Company has a stock incentive plan under wsiichk options to purchase common stock and rest
stock awards may be granted to executive officdirectors and key employees. The Company grantk siption:
having a fixed number of shares and an exercise gqual to the fair value of the stock on the dagrant. Under tt
plan, stock option grants are made as prescribethéyCompensation Committee of the Board of Dinectorl he
number of options granted is directly linked to #mployees job classification. The plan also currently pdes fol
annual stock option grants to non-employee direcéacording to a nodiscretionary formula. The number of shi
granted is dependent upon current director compiensiavels and the fair market value of the stookthe grant dat

The terms of the stock incentive plan currentlyitithe number of shares of restricted stock elgyifibt
issuance thereunder to a maximum of 100,000 shateday 2, 2003, 68,000 shares of restricted stweke availabl
for grant under the Company’s stock incentive plan.

In April 2003, the Companyg’ Board of Directors approved certain amendmentlecatock incentive plan,
of which are subject to shareholder approval. ahendments would increase the amount of sharesragtl fo
issuance pursuant to the plan from 21,375,000 shar29,375,000 shares (subject to antidilutiveistdjent), raise tt
limit on the amount of restricted stock availakde grant from 100,000 shares to 4 million shares, @ermit the gra
of restricted stock units to key employees. Thasermiments would also delete the provisions reggrttia formul;
stock option grants to outside directors and previtstead for the automatic annual grant of 4,684ricted stoc
units to outside directors (6,000 restricted stocks to an outside director serving as Chairmiapplicable). Thes
amendments will be submitted to a vote by the $tdders at the Comparg/annual meeting of shareholders t



held on June 2, 2003. No assurance can be givethemthe shareholders will approve such amendmef
the shareholders approve the amendments, thepeatime effective immediately.

All stock options granted in the first 13 weeks2803 and 2002 under the stock incentive plan were n
gualified stock options issued at a price equdhéofair market value of the Compasy¢ommon stock on the date
grant. Nongqualified options granted under these plans hap&aion dates no later than 10 years following diag
of grant. In the first quarter of 2003, the Compamwarded its new chief executive officer (the “n€&0O”) an optiot
to purchase 500,000 shares at an exercise prigE2068 per share under this plan.

Beginning in 2002, vesting provisions for optionsrged under the plan changed from a combinatic
Company performance-based vesting and time-bassthgedo timebased vesting only. All options granted in 2
and in the first quarter of 2003 under the plart vatably over a fouyear period, other than the option granted u
the plan to the new CEO, which vests at a rate38{33 shares on the first anniversary of the giate and 166,6¢
shares on the second anniversary of the grant date.

The Company accounts for stock option grants iroance with Accounting Principles Board Opinion.
25, “Accounting for Stock Issued to Employees” (‘B\RNo. 25”), and related interpretations because the Con
believes the alternative fair value accounting mtedt for under SFAS No. 123, “Accounting for StdB&sel
Compensation,” as amended by SFAS No. 148, “Acéognfor Stock-Based Compensation ansition an
Disclosure,’requires the use of option valuation models thatewet developed for use in valuing employee ¢
options. Under APB No. 25, compensation expengem&rally not recognized for plans in which thereise price ¢
the stock options equals the market price of thaetyging stock on the date of grant and the nunabeshares subje
to exercise is fixed. Had compensation cost forGbepany’s stockased compensation plans been determined
on the fair value at the grant date for awards utitEse plans consistent with the methodology i@t under SFA
No. 123, net income and earnings per share wowe lh@&en reduced to the pro forma amounts indicateitie
following table:

13 Weeks Ended

(Amounts in thousands except per share data) May 2, 2003  May 3, 2002
Net income — as reported $ 60,332 $ 45,928
Less pro forma effect of stock option grants 2,702 3,850
Net income — pro forma $ 57,630 $ 42,078

Earnings per share — as reported

Basic $ 018 $ 014

Diluted $ 018 $ 014
Earnings per share — pro forma

Basic $ 017 $ 0.13

Diluted $ 017 $ 013

The pro forma effects on net income for the 13 weekded May 2, 2003 and May 3, 2002 are
representative of the pro forma effect on net ineomfuture periods because they do not take intideration pr
forma compensation expense related to grants nramletp 1995.

The fair value of options granted during the figstarter of 2003 and 2002 was $2.92 and $4.84 pame
respectively. The fair value of each stock optisang was estimated on the date of grant using thekEschole
option pricing model with the following assumptions

13 Weeks Ended
May 2, 2003 May 3, 2002




Expected dividend yield 0.9% 0.8%

Expected stock price volatility 34.9% 39.0%
Weighted average risk-free interest rate 1.8% %2.8
Expected life of options (years) 2.8 3.6

The BlackScholes option model was developed for use in esing the fair value of traded options, wt
have no vesting restrictions and are fully traredbéz. In addition, option valuation models requifre input of highl
subjective assumptions including the expected spoide volatility. Because the Compasyemployee stock optio
have characteristics significantly different frohose of traded options, and because changes isuthjective inpt
assumptions can materially affect the fair valuéneste, in managemesst’ opinion, the existing models do
necessarily provide a reliable single measure efdir value of its employee stock options.

During the first quarter of 2003, the Company a@santed stock options and restricted stock in @amsns the
were not made under the stock incentive plan. Thenfany awarded 78,865 shares of restricted stoek raaterie
inducement to employment to the new CEO at a faluer of $12.68 per share. The difference betwhenmarke
price of the underlying stock and the purchaseepsdich was set as zero for this restricted stveard, on the date
grant was recorded as a reduction of shareholdersty as unearned compensation expense and g aeiartized t
expense on a straighite basis over the restriction period of five y@aThe new CEO is entitled to receive (
dividends and to vote these shares, but is praubiiom selling or transferring shares prior totves Also during th
first quarter of 2003, the Company awarded the @D, as a material inducement to employment, afomft
purchase 500,000 shares at an exercise price o6& p2r share. The option vests at a rate of 166s6@res on t
second anniversary of the grant date and 333,38reslon the third anniversary of the grant datke ®ption wil
terminate 10 years from the grant date. See Rdiein 2 for further information regarding thesauggs.

6. Segment reporting

The Company manages its business on the basiseofeportable segment. As of May 2, 2003 and M
2002, all of the Company’ operations were located within the United Stat€se following data is presented
accordance with SFAS No. 131, “Disclosures abogn@mts of an Enterprise and Related Information.”

13 Weeks Ended

(In thousands) May 2, 2003 May 3, 2002
Classes of similar products:
Net sales:
Highly consumable $ 990,03C $ 851,236
Seasonal 237,119 204,763
Home products 199,469 191,112
Basic clothing 142,446 142,301
$ 1,569,064 $ 1,389,412

7. Subsequent even

In May 2003, the Company purchased two secured igsamy notes (the “Notes”jrom Principal Life
Insurance Company totaling $49.6 million. Theseddatepresent debt issued by a third party entitynfwhich thi
Company leases its DC in South Boston, VirginiaisTéxisting lease is recorded as a financing obbtgain the
accompanying condensed consolidated financialm&ies. By acquiring these Notes, the Company valhblding
the debt instruments pertaining to its lease fimanobligation and, because a legal right of offsatts, will reflec
the acquired Notes as a reduction of its outstanfilrancing obligations in its consolidated finaad@tatements.

8. Guarantor subsidiaries



All of the Companys$ subsidiaries, except for two subsidiaries whasets and revenues are not material
“Guarantors”), have fully and unconditionally guat@ed on a joint and several basis the Comgaolyligations und:
certain outstanding debt obligations. Each of @warantors is a direct or indirect wholly owned sdlary of the
Company. In order to participate as a subsidiargrguotor on certain of the Compasyfinancing arrangements
subsidiary of the Company has entered into a lettgeement with certain state regulatory agen@emaintair
stockholders’ equity of at least $250 million.

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

As of
May 2, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION  SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEETS:
ASSETS
Current assets:
Cash and cash equivalents $ 33,606 $ 42,340 $ - $ 75,946
Merchandise inventories 1,200,701 - 1,200,701
Deferred income taxes 8,237 18,427 26,664
Other current assets 18,371 1,417,366 (1,383,657) 52,080
Total current assets 60,214 2,678,834 (1,383,657) 1,355,391
Property and equipment, at cost 172,068 1,434,379 1,606,447
Less accumulated depreciation
and amortization 69,352 548,984 618,336
Net property and equipment 102,716 885,395 988,111
Other assets, net 2,885,027 38,113 (2,910,675) 12,465
Total assets $ 3,047,957 $ 3,602,342 $ (4,294,332) $ 2,355,967
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term obligations $ 8,362 $ 8,198 $ - $ 16,560
Accounts payable 1,427,543 313,236 (1,383,555) 357,224
Accrued expenses and other 23,871 206,519 (102) 230,288
Income taxes payable - 36,536 36,536
Total current liabilities 1,459,776 564,489 (1,383,657) 640,608
Long-term obligations 248,357 972,302 (894,631) 326,028
Deferred income taxes 2,077 49,507 51,584
Shareholders’ equity:
Preferred stock -
Common stock 166,762 23,853 (23,853) 166,762
Additional paid-in capital 314,973 1,247,290 2¢17,290) 314,973
Retained earnings 860,879 744,901 (744,901) ,8860
Accumulated other comprehensive loss (1,311) - (1,311)
1,341,303 2,016,044 (2,016,044) 1,341,303



Less other shareholders’ equity 3,556 - - 3,556

Total shareholders’ equity 1,337,747 2,016,044 (2,016,044) 1,337,747

Total liabilities and shareholders’ equity $ 3,047,957 $ 3,602,342 $ (4,294,332) $ 2,355,967
As of

January 31, 2003

DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION  SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEETS:
ASSETS
Current assets:
Cash and cash equivalents $ 72,799 $ 48,519 $ - $ 121,318
Merchandise inventories - 1,123,031 - 1,123,031
Deferred income taxes 8,937 24,923 - 33,860
Other current assets 19,004 1,328,417 (1,301,722) 45,699
Total current assets 100,740 2,524,890 (1,301,722) 1,323,908
Property and equipment, at cost 169,551 1,408,272 - 1,577,823
Less accumulated depreciation
and amortization 65,677 518,324 - 584,001
Net property and equipment 103,874 889,948 - 993,822
Other assets, net 2,786,977 38,949 (2,810,503) 15,423
Total assets $ 2,991,591 $ 3,453,787 $ (4,112,225) $ 2,333,153
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term obligations $ 8,202 $ 8,007 $ - 16,209
Accounts payable 1,412,008 230,273 (1,300,978) 341,303
Accrued expenses and other 32,642 208,000 (744) 239,898
Income taxes payable - 67,091 - 67,091
Total current liabilities 1,452,852 513,371 (1,301,722) 664,501
Long-term obligations 249,748 937,473 (856,884) 330,337
Deferred income taxes 923 49,324 - 50,247
Shareholders’ equity:
Preferred stock - - - -
Common stock 166,670 23,853 (23,853) 166,670
Additional paid-in capital 313,269 1,247,279 247,279) 313,269
Retained earnings 812,220 682,487 (682,487) ,2802
Accumulated other comprehensive loss (1,349) - - (1,349)
1,290,810 1,953,619 (1,953,619) 1,290,810
Less other shareholders’ equity 2,742 - - 2,742
Total shareholders’ equity 1,288,068 1,953,619 (1,953,619) 1,288,068
Total liabilities and shareholders’ equity $ 2,991,591 $ 3,453,787 $ (4,112,225) $ 2,333,153




For the 13 weeks ended

May 2, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 36,925 $ 1,569,064 $ (36,925) $1,569,064
Cost of goods sold - 1,117,158 - 1,117,158
Gross profit 36,925 451,906 (36,925) 451,906
Selling, general and administrative 33,290 352,590 (36,925) 348,955
Operating profit 3,635 99,316 - 102,951
Interest expense, net 6,926 2,485 - 9,411
Income (loss) before taxes on income (3,291) 36,8 - 93,540
Provision (benefit) for taxes on income (1,210) 4,438 - 33,208
Equity in subsidiaries’ earnings, net of taxes 62,413 - (62,413) -
Net income $ 60,332 $ 62,413 $ (62,413) $ 60,332
For the 13 weeks ended
May 3, 2002
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 46,452 $ 1,389,412 $ (46,452) $1,389,412
Cost of goods sold - 1,009,120 - 1,009,120
Gross profit 46,452 380,292 (46,452) 380,292
Selling, general and administrative 41,561 302,195 (46,452) 297,304
Operating profit 4,891 78,097 - 82,988
Interest expense, net 4,004 6,428 - 10,432
Income before taxes on income 887 71,669 - 58,5
Provision for taxes on income 348 26,280 - 28,6
Equity in subsidiaries’ earnings, net of taxes 45,389 - (45,389) -
Net income $ 45,928 $ 45389 % (45,389) $ 45,928
For the 13 weeks ended
May 2, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 60,332 $ 62,413 $ (62,413) $ 60,332
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 5,237 31,519 - , 736
Deferred income taxes 1,821 6,679 - 8,500
Tax benefit from stock option exercises 224 - - 224
Equity in subsidiaries’ earnings, net (62,413) - 62,413 -
Change in operating assets and liabilities:
Merchandise inventories - (77,670) - (77,670)
Other current assets (3,569) (86,622) 83,810 ,38(9



Accounts payable 15,535 82,963 (82,577) 15,921

Accrued expenses and other (8,771) (1,069) 642 (9,198)

Income taxes 2,327 (32,882) - (30,555)

Other 1,845 1,793 (1,875) 1,763
Net cash provided by (used in) operating activities 12,568 (12,876) - (308)

Cash flows from investing activities:

Purchase of property and equipment (2,606) (B),52 - (30,129)
Proceeds from sale of property and equipment 10 6 5 - 66
Issuance of long-term notes receivable (36,998) 749) 37,747 -
Contribution of capital (10) - 10 -
Net cash used in investing activities (39,604) (28,216) 37,757 (30,063)

Cash flows from financing activities:

Issuance of long-term obligations 749 36,998 ,187) -
Repayments of long-term obligations (1,991) (8)09 - (4,086)
Payment of cash dividends (11,673) - - (11,673)
Proceeds from exercise of stock options 694 - - 694
Other financing activities 64 - - 64
Issuance of common stock, net - 10 (10) -
Net cash provided by (used in) financing activities (12,157) 34,913 (37,757) (15,001)
Net decrease in cash and cash equivalents (39,193) (6,179) - (45,372)
Cash and cash equivalents, beginning of period 72,799 48,519 - 121,318
Cash and cash equivalents, end of period $ 33,606 $ 42,340 $ - $ 75,946

For the 13 weeks ended

May 3, 2002
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION  SUBSIDIARIES ELIMINATIONS TOTAL

STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 45,928 $ 45,389 $ (45,389) $ 45,928

Adjustments to reconcile net income to net cash
provided by (used in) operating activities:

Depreciation and amortization 4,270 27,734 - ,082
Deferred income taxes 7,822 32,037 - 39,859
Tax benefit from stock option exercises 689 - - 689
Equity in subsidiaries’ earnings, net (45,389) - 45,389 -
Change in operating assets and liabilities:
Merchandise inventories - (3,426) - (3,426)
Other current assets (7,567) (72,003) 81,070 5001,
Accounts payable 87,778 11,963 (81,070) 18,671
Accrued expenses and other (1,082) (18,693) - 19,7¢5)
Income taxes (9,388) (30,076) - (39,464)
Other 3,686 (4,852) - (1,166)
Net cash provided by (used in) operating activities 86,747 (11,927) - 74,820

Cash flows from investing activities:
Purchase of property and equipment (2,941) (30,87 - (34,812)
Proceeds from sale of property and equipment 1 57 - 58



Issuance of long-term notes receivable (46,452) - 46,452

Net cash used in investing activities (49,392) (31,814) 46,452 (34,754)

Cash flows from financing activities:

Repayments of long-term obligations 38 (3,234) - (3,196)
Payment of cash dividends (10,646) - - (10,646)
Proceeds from exercise of stock options 1,374 - - 1,374
Other financing activities (1,699) 46,452 (46,452) (1,699)
Net cash provided by (used in) financing activities (20,933) 43,218 (46,452) (14,167)
Net increase (decrease) in cash and cash equisalent 26,422 (523) - 25,899
Cash and cash equivalents, beginning of period 217,539 43,986 - 261,525
Cash and cash equivalents, end of period $ 243,961 $ 43,463 $ - $ 287,424
ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D

RESULTS OF OPERATIONS

The following text contains references to years@®D02 and 2001, which represent fiscal years afak
General Corporation (the “Company&nding or ended, as applicable, January 30, 20&dyaly 31, 2003 al
February 1, 2002, respectively. This discussiah amalysis should be read in conjunction with, engualified in it:
entirety by, the condensed consolidated finanta&ements and the notes thereto as of May 2, 2003.

Forward-Looking Statements

Except for specific historical information, many thie matters discussed in this Form QQOnay express
imply projections of revenues or expenditures estents of plans and objectives for future operatmmstatements
future economic performance. These, and similaestants, are forwarboking statements concerning matters
involve risks, uncertainties and other factors Wwhimoay cause the actual performance of the Compangifter
materially from those expressed or implied by thets¢éements. All forwartboking information should be evalua
in the context of these risks, uncertainties arteiofactors. The words “believe,” “anticipate,” ¢pect,” “plan,”
“expect,” “estimate,” “objective,” “forecast,” “gdd “intend,” “will likely result,” or “will continue” and simila
expressions generally identify forwalabking statements. The Company believes the assomspunderlying the:
forwarddooking statements are reasonable; however, atlyeohssumptions could be inaccurate, and theredotaa
results may differ materially from those projeciacthe forwardiooking statements. The factors that may resi
actual results differing from such forward-lookimgormation include, but are not limited to: ther@panys ability tc
maintain adequate liquidity through its cash resesirand credit facilities; the Compasydbility to comply with th
terms of its credit facilities (or obtain waiversrfnonceompliance); transportation and distribution delay
interruptions; the Comparg‘ability to negotiate effectively the cost andghase of merchandise; inventory risks
to shifts in market demand; changes in product mberruptions in suppliers' businesses; costspanential problen
and interruptions associated with implementatiom@#i or upgraded systems and technology; fuel @k intere:
rate fluctuations; a deterioration in general eenicoconditions caused by acts of war or terrorisgmporary chang
in demand due to weather patterns; seasonalitheofCompanys business; delays associated with building, o
and operating new stores; the impact of the Seéesrdind Exchange Commission (“SEGHQuiry related to tk
restatement of certain of the Company’s finandiaesnents further described in Part I, ltem 1hid Form 10Q; anc
other factors described from time to time in thempany’s filings with the SEC, press releases and
communications.

Readers are cautioned not to place undue reliamt¢bese forwardeoking statements, which speak only a
the date of this Form 1Q- Except as may be required by law, the Compardettakes no obligation to public
update or revise any forwatdeking statements contained herein to reflect s/encircumstances occurring after
date of this Form 1@ or to reflect the occurrence of unanticipatednésveReaders are advised, however, to cc



any further disclosures the Company may make aie®lsubjects in its Forms 10-Q, 8-K andKL@iled with
the SEC.

Results of Operations

The nature of the Comparsybusiness is modestly seasonal. Historicallygssel the fourth quarter have b
higher than sales achieved in each of the firstethguarters of the fiscal year. Expenses, and doeater extel
operating income, vary by quarter. Results ofr@ogeshorter than a full year may not be indicatifeesults expecte
for the entire year. Furthermore, the seasonalreadf the Companyg’ business may affect comparisons bet\
periods.

The Company has included in this document certaiantial information not derived in accordance
generally accepted accounting principles (“GAARUch as selling, general and administrative (“SGgéXpense:
net income and earnings per share that excludarpact of restatement-related items, and the Cogigaadjuste
effective tax rate. The Company believes that thigsrmation is useful to investors as it indicatasre clearly th
Company’s comparative year to year operating resdlhe Compensation Committee of the ComparBtard ¢
Directors may use this information for compensatmmposes to ensure that employees are not inafgiely
penalized or rewarded as a result of unusual itafiexting the Companyg’ financial statements. Management
also use this information to better understand Goenpanys underlying operating results. A reconciliation tbic
information to the most comparable GAAP measuresheen included in the table at the end of this@aeor, witr
respect to the adjusted effective tax rate, belodeu the heading Provision for Taxes on Incomé

13 WEEKS ENDED MAY 2, 2003 AND MAY 3, 2002

Net Sales Net sales for the 13 weeks ended May 2, 2008 $&r57 billion as compared against $1.39 bi
during the 13 weeks ended May 3, 2002, an incredde2.9%. The increase resulted primarily from 588 nev
stores and a same store sales increase of 4.2%e Sare sales increases are calculated basedearothparab!
calendar weeks in the prior year and include onbsé stores that were open both at the end otal fieriod and tr
beginning of the preceding fiscal year. The saroeessales increase can be attributed to the velgtistrong
performance of certain highly consumable and sedstems including dog and cat food, various casdiead ar
milk, automotive, plush products and lawn art. Nales increases by category were as follows: yigbhsumabl
16.3%; seasonal 15.8%; home products 4.4%; and blshing 0.1%.

Gross Profit. Gross profit during the current year period W451.9 million, or 28.8% of sales, versus $3
million, or 27.4% of sales, during the comparaldeiqd in the prior year, an increase of 18.8%. iHoeease in tr
gross margin rate as a percentage of sales wagronarily to a higher average maugp- on inventory purchases a
to a lesser extent, a reduction in damaged pradackdowns in the current year period. The highverage markip
on inventory purchases during the current yearopewas due to a number of factors including, butlmoited to
increased purchases of higher margin seasonal@mneé products items to ensure a strongestatck position in thos
categories than that achieved in the prior yeaedaiction in the percentage of lower margin papet laousehol
chemical purchases in the highly consumables categiod the shifting of the purchase of certain piid fron
domestic to imported sources. The Company atgththe reduction in damaged product markdownseathphas
that has been placed during the last 18 monthslianinating aged inventory from our stores. The Q@amy’s
shrinkage provision was 3.10% in the current yesiop versus 3.07% in the prior year period.

Selling, General and Administrative (“SG&A”) SG&A expenses during the current year period wa849%
million, or 22.2% of sales, versus $297.3 million,21.4% of sales, during the comparable periathénprior year, &
increase of 17.4%. The Company recorded $0.3anilbf restatemenelated SG&A expenses in the current
period as compared to $5.3 million in restatermretdted SG&A expenses during the comparable penidtie prio
year. Excluding restatemerdglated expenses, SG&A expenses would have beeh&8dllion, or 22.2% of sales,
the current year period, versus $292.0 million2 0% of sales, in the prior year period, an inseeaf 19.4%.

The increase in SG&A expenses, excluding restatenetated expenses, as a percentage of sales it
year period is due primarily to percentage increasevarious storeelated expenses that were in excess o



percentage increase in sales including, but natdahto, labor, occupancy, repairs and maintenamckeutility
costs. The increase in store labor costs reflemt®ws actions taken to improve store conditionsluiding increasin
labor hours and improving employee wages.

Interest Expense, Net Net interest expense in the current year peniad $9.4 million, or 0.6% of sales,
compared to $10.4 million, or 0.8% of sales, inphier year period. The reduction in net intergtense is a result
lower average total debt outstanding in the curyear period as compared with the prior year period

Provision for Taxes on IncomeThe Companyg effective tax rate was 35.5% in the current yearod an
36.7% in the prior year period. The reductionha effective tax rate in the current year periodrimarily a result ¢
a $0.8 million adjustment to our state income taluation reserves related to a change in tax lawthe state «
Mississippi. Excluding this benefit, the Compangftective tax rate during the current year pemas 36.4%.

Net Income. Net income during the current year period wa8.36nillion, or 3.8% of sales, versus $£
million, or 3.3% of sales, during the comparableiquein the prior year, an increase of 31.4%. fatlearnings p
share in the current year period were $0.18 vefl$4 in the prior year period. Excluding restatetwelatec
expenses discussed above, diluted earnings pez sh#ine current year period were $0.18 versusSshithe prio
year period.

Reconciliation of Non-GAAP Disclosures

(in thousands, except per share amounts) For the 13 weeks ended
May 2, 2003 May 3, 2002

Net income in accordance with GAAP $0,332 $ 45,928
Restatement-related expenses in SG&A 329 5,319
Tax effect (120) (1,952)
Total restatement-related items, net of tax 209 3,367

Net income, excluding restatement-related items $ 60,541 $ 49,295
Weighted average diluted shares outstanding 334,597 334,834

Diluted earnings per share,

excluding restatement-related items $ 018 $ 0.15
SG&A in accordance with GAAP $48,955  $ 297,304
Less restatement-related expenses 329 5,319
SG&A, excluding restatement-related expenses $ 348,626  $ 291,985
SG&A, excluding restatement-related expenses, %$ales 22.2% 21.0%

Liquidity and Capital Resources

Current Financial Condition / Recent Developmentt May 2, 2003, the Comparsytotal debt (including tt
current portion of long-term obligations and sherm borrowings) was $342.6 million, and the Comphad $75.
million of cash and cash equivalents and $1.34obilbf shareholdersequity, compared to $346.5 million of tc
debt, $121.3 million of cash and cash equivalents$il.29 billion of shareholders’ equity at Januzty 2003.



At May 2, 2003, the Company had a $450 million tevy credit facility consisting of a $300 milliothree-
year revolving credit facility and a $150 millior68-day revolving credit facility (the “Credit Faitiés”). The
Company pays interest on funds borrowed under teeiCFacilities at rates that are subject to cleanased upon t
rating of the Compang’ senior debt by independent agencies. The Comipasiywo interest rate options, base
(which is usually equal to prime rate) and LIBORt the Companys current ratings, the facility fees were 37.5 ¢
points and 32.5 basis points on the two facilitrespectively. The allh drawn margin under the LIBOR option v
LIBOR plus 237.5 basis points on both facilitiéehe allin drawn margin under the base rate option wabh#se rat
plus 125 basis points and the base rate plus 146 paints on the two facilities, respectively. eT@redit Facilities al
secured by approximately 400 of the Compamgtail stores, its headquarters and two of giibution centers. As
May 2, 2003, the Company had no outstanding borrgsviand $22.3 million of standby letters of craditler th
Credit Facilities. On May 5, 2003, the Companycedled the 3643ay revolving credit facility and has no immed
plans to replace it.

The Company has $200 million (principal amountBd/8% unsecured notes due June 15, 2010. Inten
the notes is payable semanually on June 15 and December 15 of each yHae. holders of the notes may elec
have their notes repaid on June 15, 2005, at 10D0%eoprincipal amount plus accrued and unpaidraste Thi
Company may seek, from time to time, to retireatdstanding notes through cash purchases on the mjpekel
privately negotiated transactions or otherwise.hS@purchases, if any, will depend on prevailingkaaconditions
the Companys liquidity requirements, contractual restrictioasd other factors. The amounts involved ma
material.

The Company believes that its existing cash baBncash flows from operations, the thgear revolving
credit facility and its ongoing access to the adpmarkets will provide sufficient financing to nieae Companyg
currently foreseeable liquidity and capital reseuneeds.

The Company plans to open approximately 650 stduesg the fiscal year ending January 30, 2004e
Company anticipates funding the costs associatddsuich openings by cash flows from operationsarialy existing
credit facilities.

On March 13, 2003, the Board of Directors authatitee Company to repurchase up to 12 million shafdés
outstanding common stock. Purchases may be matlteinpen market or in privately negotiated trarnieastfromn
time to time subject to market conditions. Thishawvization expires March 13, 2005. As of May 2020the
Company had not purchased any of its shares pursu#me current authorization.

Cash flows provided by (used in) operating actxgti Net cash used in operating activities totale@® $dillion
during the first 13 weeks of 2003, as compared $§48 million source of cash during the comparagigegod in th
prior year. The primary sources of cash in 2003ewthe Company’s net income, as adjusted for the-cast
depreciation and amortization expense, which tagethtaled $97.1 million, and an increase in actoyayable ¢
$15.9 million as a result of the timing of paymetdsvendors. Significant uses of cash in the curgear perio
include a $77.7 million increase in inventory ireparation for the spring and summer selling seaasodsa $30.
million reduction in the net income taxes payablhe Company has made improving its inventory peotiglity
statistics a priority. Inventory turns have imprdwan a rolling 12month basis from 3.5 times to 3.9 times as mea
at May 3, 2002 and May 2, 2003, respectively. Téguction in the net income taxes payable is dugelg to ai
approximately $52.7 million payment of estimatedefial income taxes for 2002 that was made duriagthrent ye:
period.

The primary source of net cash from operating ds/ during the prior year period was the Compame
income, as adjusted for the noash depreciation and amortization expense, whigether totaled $77.9 millic
Another significant source of cash in the prioalyperiod was an increase in accounts payable &f7$illion. The
payment of the Company’management and store bonuses for the 2001 fieea) which was the principal fac
resulting in a decrease in accrued expenses o8 $idlion, was a significant use of cash during phier year period.

Cash flows used in investing activitiesNet cash used in investing activities during fird@ 13 weeks of 20(
totaled $30.1 million, as compared to a $34.8 onilluse of cash during the comparable period irptiee year. Th



$30.1 million spent in the current year period dstesl primarily of approximately $25.7 million ofose
related expenditures including $13.0 million foasehold and fixture costs for new stores and $8l®mfor various
fixtures for existing stores. The $34.8 millioregpin the prior year period consisted primarily$8t8 million for nev
stores, $9.9 million for various storelated technology projects and $9.5 million fostdbution and transportati
expenditures.

Cash flows used in financing activitiedNet cash used in financing activities during fiin&t 13 weeks of 20(
was $15.0 million, which consisted principally df3$7 million in dividends and $4.1 million of detepayments. N
cash used in financing activities during the fit8t weeks of 2002 was $14.2 million, which consigteidcipally of
$10.6 million in dividends and $3.2 million of delepayments.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We have no material changes to the disclosuresnglto this item that are set forth in our repamtForm 10-
K for the fiscal year ended January 31, 2003.

ITEM 4. CONTROLS AND PROCEDURES

As of a date within 90 days prior to the filing this quarterly report on Form 10Q; the Company, under |
supervision and with the participation of the Comgpa management, including the Chief Executive Offiaed th:
Chief Financial Officer, evaluated the effectivene$ the design and operation of the Compsrajsclosure contrc
and procedures (as defined in Rule 13&) promulgated under the Securities ExchangeoAt834, as amended (
“Exchange Act”)). Based on that evaluation, the @any’s management, including the Chief Executive Offiae(
the Chief Financial Officer, concluded that the @amy’s disclosure controls and procedures are effedtvehe
purposes set forth in the definition thereof in Exege Act Rule 1344(c). There have been no significant chang
the Companys internal controls or in other factors that cosignificantly affect internal controls subsequemttte
date of their most recent evaluation.

PART Il —OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
Restatement-Related Proceedings

As previously disclosed in the Compasygeriodic reports filed with the Securities anctiEange Commissic
(the “SEC”), the Company restated its audited financial statésnéor fiscal years 1999 and 1998, and ce
unaudited financial information for fiscal year 20y means of its Form 1K-for the fiscal year ended Februan
2001, which was filed on January 14, 2002. The &€dnducting an investigation into the circums&mgiving ris
to the restatement. The Company is cooperating thithinvestigation by providing documents, testiy@nd othe
information to the SEC. At this time, the Compagyunable to predict the outcome of this investggatand th
ultimate effects on the Company, if any.

In addition, as previously discussed in the Compapyriodic reports filed with the SEC, the Compaaitlec
in the second quarter of 2002 the lead sharehaldgvative action relating to the restatement thed been filed |
Tennessee State Court. All other pending statefedheral derivative cases were subsequently digaigsiring th
third quarter of fiscal 2002. The settlement of #hareholder derivative lawsuits resulted in a pstment to th
Company, after attorney’s fees payable to the pfesh counsel, of approximately $25.2 million, which wasorde:
as income during the third quarter of 2002. The gany also settled the federal consolidated restateralated clas
action lawsuit in the second quarter of fiscal 2002 $162 million settlement was paid in the firatf of fiscal 200z
but was previously expensed in the fourth quarfe20®0. The Company received from its insurers $dillion in
respect of such settlement in July 2002, which rgasrded as income during the second quarter d2.200

Plaintiffs representing fewer than 1% of the shar@ded during the class period chose to opt oth@federe
class action settlement and may elect to pursusveeg against the Company individually. In the thuquarter ¢



2002, the Company settled and paid a claim by aob plaintiff and recognized an expense of $0.2ianilin
respect of that agreement. To the Compsikyiowledge, no other litigation has yet been fdedhreatened by parti
who opted out of the class action settlement. Then@any cannot predict whether any additional lttaa will be
filed or estimate the potential liabilities asséethwith such litigation, but it does not beliebat the resolution of ai
such litigation will have a material adverse effectthe Company’s financial position or result®pérations.

Other Litigation

On March 14, 2002, a complaint was filed in the teaiStates District Court for the Northern Distraf
Alabama to commence a purported collective actgairest the Company on behalf of current and foreagaried stot
managers. The complaint alleges that these ingisdwere entitled to overtime pay and should rentehbee
classified as exempt employees under the Fair L&bandards Act (“FLSA”).Plaintiffs seek to recover overtime p
liquidated damages, declaratory relief and attoshéses. This action is still in the initial discoyephase and tt
court has not found that the case should proceedcadlective action. The Company believes thasibre manage
are and have been properly classified as exemplogegs under the FLSA and that the action is npt@miate fo
collective action treatment. The Company interalsigjorously defend the action. However, no asstea can
given that the Company will be successful in defiegdhis action on the merits or otherwise, anaaf, the resolutic
could have a material adverse effect on the Conipdimancial position or results of operations.

The Company is involved in other legal actions alms arising in the ordinary course of busine$te
Company currently believes that such litigation ateims, both individually and in the aggregatell Wwe resolve
without a material effect on the Compasiyinancial position or results of operations. Hwoer, litigation involves ¢
element of uncertainty. Future developments cgaldse these actions or claims to have a matenarsel effect o
the Company'’s financial position or results of Gtems.

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS.

On April 2, 2003, the Company awarded 78,865 shafesstricted stock, and an option to purchase (Gl
shares of common stock at an exercise price o6Bl2er share, to David A. Perdue, the Compmngwly hired Chie
Executive Officer. The restricted stock and th&éaypwere awarded to Mr. Perdue in a private offgrexempt fror
registration under Section 4(2) of the Securities & 1933, as amended, as a material inducemedns temploymer
with the Company. These grants were not made uhdeCompanys stock incentive plan. The Company receive
additional consideration for the grants of thesaralw.

The restricted stock shall vest as to 15,773 shamesally over a fivgrear period with the first vesting d
being April 2, 2004, subject to alternate vestinghe case of death, disability or termination ofpdoyment. Th
option shall vest as to 166,666 shares on Aprdd®5 and as to 333,334 shares on April 2, 200§esutn alternat
vesting in the case of death, disability or terroraof employment.

In addition to the restricted stock and option alsatiscussed above, Mr. Perdue was awarded on Z2#00:
an option to purchase 500,000 shares of commok stogn exercise price of $12.68 per share. Tpi®o, howeve!
was granted pursuant to the Company998 Stock Incentive Plan. The Company prewousyistered shar
available for issuance pursuant to the 1998 Stackritive Plan with the SEC via Form8Siled on September 2
1998.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

€)) See the Exhibit Index immediately following thetderations pages

(b) (1) A Current Report on Form IB; dated February 6, 2003, was furnished to the
pursuant to Item 9 in connection with a news redeagarding January sales res
and the February sales outlook.

(2) A Current Report on Form I8; dated March 6, 2003, was furnished to the
pursuant to Item 9 in connection with a news redaagarding February sales resi



the March sales outlook, and the conference cg#irding fourth quarter earnings.

(3) A Current Report on Form I8; dated March 13, 2003, was furnished to the
pursuant to Item 9 in connection with a news rede&garding the declaration o
dividend and the authorization of a stock repurehas

(4) A Current Report on Form I8; dated March 17, 2003, was furnished to the
pursuant to Item 9 in connection with a news redeasd a conference call w
respect to earnings for the 2002 fourth quartertaed2002 fiscal year, and guida
for the 2003 fiscal year.

(5) A Current Report on Form I8; dated March 19, 2003, was furnished to the
pursuant to Item 9 regarding officer certificationgh respect to the Annual Rep
on Form 10-K for the fiscal year ended January28D3.

(6) A Current Report on Form I8; dated April 3, 2003, was furnished to the ¢
pursuant to Item 9 in connection with a news reaagarding the hiring of David
Perdue and the decision of Cal Turner not to stance-election to the Board.

(7) A Current Report on Form I8; dated April 7, 2003, was furnished to the ¢
pursuant to Item 12 regarding the presentationretanciliation of certain previous
disclosed non-GAAP financial information.

(8) A Current Report on Form I8; dated April 10, 2003, was furnished to the ¢
pursuant to Item 9 in connection with a news redeagjarding March sales resi
and the April sales outlook.

SIGNATURES

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

DOLLAR GENERAL CORPORATION

Date: May 29, 2003 By: /s/ James J. Hag:
James J. Hagan
Executive Vice President and Chief Financial Office

CERTIFICATIONS

|, David A. Perdue, certify that:

1. | have reviewed this quarterly report on Forn-Q of Dollar General Corporatio

2. Based on my knowledge, this quarterly report dagscantain any untrue statement of a material de
omit to state a material fact necessary to makesthEments made, in light of the circumstancesumdhich suc
statements were made, not misleading with respdbiet period covered by this quarterly report;

3. Based on my knowledge, the financial statementd, @her financial information included in t
guarterly report, fairly present in all materiaspects the financial condition, results of operaiand cash flows of t

registrant as of, and for, the periods presentedisnquarterly report;

4. The registrans other certifying officers and | are responsibtg £stablishing and maintaini



disclosure controls and procedures (as definedxch&ge Act Rules 13a-14 and 154) for the
registrant and have:

a) designed such disclosure controls and proceduresnsare that material information relating to
registrant, including its consolidated subsidigrissmade known to us by others within those er#
particularly during the period in which this qualyereport is being prepared;

b) evaluated the effectiveness of the regis’s disclosure controls and procedures as of a diaténv@C
days prior to the filing date of this quarterly oep(the “Evaluation Date”); and

C) presented in this quarterly report our conclusiabsut the effectiveness of the disclosure contak
procedures based on our evaluation as of the BvatuBate;

5. The registrar's other certifying officers and | have disclosedsdxd on our most recent evaluatior
the registrant’s auditors and the audit committeileegistrants board of directors (or persons performing thewedent
functions):

a) all significant deficiencies in the design or optiena of internal controls which could adverselyeat
the registrans ability to record, process, summarize and refpmahcial data and have identified for
registrant’s auditors any material weaknessestermal controls; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a signi
role in the registrant’s internal controls; and

6. The registrang other certifying officers and | have indicatedhrs quarterly report whether there w
significant changes in internal controls or in otfactors that could significantly affect interr@introls subsequent
the date of our most recent evaluation, including eorrective actions with regard to significanficdiencies an
material weaknesses.

Date: May 29, 200: /s/ David A. Perdu
David A. Perdue
Chief Executive Officer

I, James J. Hagan, certify that:
1. | have reviewed this quarterly report on Forn-Q of Dollar General Corporatio

2. Based on my knowledge, this quarterly report dadscantain any untrue statement of a material de
omit to state a material fact necessary to makesthEements made, in light of the circumstancesumdhich suc
statements were made, not misleading with respdbit period covered by this quarterly report;

3. Based on my knowledge, the financial statementd, @her financial information included in t
quarterly report, fairly present in all materiaspects the financial condition, results of operatiand cash flows of t
registrant as of, and for, the periods presentédisnquarterly report;

4. The registrars other certifying officers and | are responsibte £stablishing and maintaini
disclosure controls and procedures (as defineckam&hge Act Rules 13a-14 and 15d-14) for the regisiand have:

a) designed such disclosure controls and proceduresnsare that material information relating to
registrant, including its consolidated subsidigrissmade known to us by others within those er#
particularly during the period in which this qualyereport is being prepared;

b) evaluated the effectiveness of the regis’s disclosure controls and procedures as of a diaténv@C



days prior to the filing date of this quarterly oep(the “Evaluation Date”); and

C) presented in this quarterly report our conclusiabsut the effectiveness of the disclosure contak
procedures based on our evaluation as of the BvatuBate;

5. The registrar's other certifying officers and | have disclosedsdxd on our most recent evaluatior
the registrant’s auditors and the audit committeleegistrants board of directors (or persons performing thewedent
functions):

a) all significant deficiencies in the design or ogiena of internal controls which could adverselyeat
the registrans ability to record, process, summarize and refpmahcial data and have identified for
registrant’s auditors any material weaknessestermal controls; and

b) any fraud, whether or not material, that involvemnagement or other employees who have a signi
role in the registrant’s internal controls; and

6. The registrar' s other certifying officers and | have indicatedhis quarterly report whether there w
significant changes in internal controls or in otfactors that could significantly affect interr@introls subsequent
the date of our most recent evaluation, including eorrective actions with regard to significanficiencies an
material weaknesses.

Date: May 29, 200: /sl James J. Hag:i
James J. Hagan
Executive Vice President and
Chief Financial Officer
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EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (“Agreement”)effective as of April 2, 2003, the date Emplc
commences services for the Company (“Effective Datis made and entered into by and betwdsdLLAR
GENERAL CORPORATION (the “Company”) and David A. Perdue (“Employee”).

WITNESSETH:

WHEREAS, the Company desires to employ Employeaupe terms and subject to the conditions heresr
set forth, and Employee desires to accept suchaymant;

NOW, THEREFORE, for and in consideration of thenpises, the mutual promises, covenants and agres
contained herein, and for other good and valuablesideration, the receipt and sufficiency of whente hereb

acknowledged, the parties agree as follows:

Employment Terms

1. Employment . Subject to the terms and conditions of this Agreetnthe Company agrees to emj
Employee as Chief Executive Officer.

2. Term . The term of this Agreement shall be until March, 2007 “Tern”), unless otherwis

terminated pursuant to Paragraphs 6, 7, 8, 9, 1Q twereof.

3. Position, Duties and Administrative Support.

a. Position. Employee shall serve as Chief Executive Offiaed as such will also serve as
employee Director on the Board of Directors of @@mpany. Employee shall report to the Board okEtwr:
and perform such duties and responsibilities as beagrescribed from time-time by the Board of Directol
which shall be consistent with the responsibilitdsimilarly situated executives of comparable pames ii

similar lines of business.

b. Full-Time Efforts. Employee shall perform and discharge faithfulljigently and to the best

his ability such duties and responsibilities andllsthevote his fultime efforts to the business and affairs of
Company. Employee agrees to promote the best stteoé the Company and to take no action that ynveey

damages the public image or reputation of the Comypits subsidiaries or its affiliates.

C. Administrative Suppor.. Employee shall be provided with office space auinistrativ:

support commensurate with his position as Chiefchttee Officer of the Company.

d. No Interference With Duties Employee shall not devote time to other acegitwwhich woul

inhibit or otherwise interfere with the proper merhance of his duties, and shall not be directlyndirectly
concerned or interested in any other occupatiotivigcor interest in any business whatsoever othan b
reason of holding an interest as a minority shddsurpsecurities or debenture holder in a corponatjuoted o

a nationally recognized exchange providdibwever, that it shall not be a violation of this Agreerhéor




Employee to (i) devote reasonable periods of timeHaritable and community activities
industry or professional activities, (ii) to sere the board of directors of one active fwofit company othe
than the Company during the first two years of Teem and, thereafter, to serve on the boards ettlrs o
up to two active foprofit companies other than the Company; providedyever, that in its sole discretion
Board of Directors of the Company may permit Emplyo serve on additional boards as it may dete
from time to time, and/or (iii) manage personalibass interests and investments, so long as suistitias dc

not interfere with the performance of Employee'sp@nsibilities under this Agreement.

4. Work Standard . Employee hereby agrees that he shall at all teoesply with and abide by all teri

and conditions set forth in this Agreement, andaplicable work policies, procedures and rulemayg be issued |
Company. Employee also agrees that he shall comiptyall federal, state and local statutes, reijus and publi

ordinances governing the performance of his ditgFsunder.

3. Compensation and Benefit:.

a. Base Salar. Subject to the terms and conditions set forttiis Agreement, the Company sl
pay Employee, and Employee shall accept, an arsalaty (“Base Salary”in the amount of Nine Hundr
Thousand and No/100 Dollars ($900,000.00). TheeEgedary shall be paid in accordance with the Coyiga
normal payroll practices and may be increased fiore to time at the sole discretion of the Boardokctor:

of the Company.

b. Incentive, Savings and Retirement Ple. During the Term, Employee shall be entitles

participate in all incentive, savings and retiremglans, practices, policies and programs applegeinerall
to senior executive officers of the Company (“P&snployees”),and on the same basis as such
Employees, except as to benefits that are spetyfiepplicable to Employee pursuant to this Agreat
Without limiting the foregoing, the following praions shall apply with respect to Employee:

(i) Incentive Bonus Employee$ incentive compensation for the Term of this Agres

shall be determined under the Companpbnus program for executives established by tardo
Directors of the Company in its discretion. Foe ®003 fiscal year, Employee shall receive a b
equal to at least 50% of his Base Salary and ggbédi to receive his target bonus of 80% of Badarg
up to a maximum payout of 160% of Base Salary. tRerperiod of the Term after fiscal year 2(
Employees annual target bonus shall be 80% of his Baseybaiéh an opportunity to achieve a bo
payout of up to 160% of Base Salary. The actualibbgaid pursuant to this Paragraph 5(b)(i) she
based on performance criteria established by treedBof Directors of the Company in accordance

the terms and conditions of the bonus programxecetives.

(i) Stock Options. The Company shall grant to Employee on the EffedDate under tt

1998 Stock Incentive Plan, as amended from timiénte, or any successor plan thereof five hun
thousand (500,000) non-qualified stock optionsdechase Company stock (the “Initial OptionsTh
addition, as an inducement to accept employmerit thie Company, the Company shall grant or



Effective Date and pursuant to resolutions of tlearf8 of Directors of the Compa
another five hundred thousand (500,000) goafified stock options to purchase Company stdik
“Inducement Grant”).All options granted pursuant to this Paragraph (8flghall have a term of t
years and pursuant to the terms of grant agreenséials generally vest based on a schedule of
hundred thirty-three thousand three hundred thittge (333,333) shares, three hundred thirtge
thousand three hundred thirty-three (333,333) shared three hundred thirtiiree thousand thr
hundred thirtyfour (333,334) shares respectively on each suaeessinual anniversary of the date
grant. No later than the first anniversary of thiective Date, the Company shall file with
Securities and Exchange Commission a registrat@iersent on Form 8-covering the options in t
Inducement Grant. Except as otherwise provide@ihgall unvested options shall be forfeited L
Employee$ termination prior to any respective anniversaayedunless the Company and Emplc
otherwise agree in writing. Employee shall noteligible to receive another grant of options utitd
Board of Directors meeting during the Company006 fiscal year in which options are regul
granted to employees under the 1998 Stock IncerRie@, as amended from time to time, or
successor plan thereof, unless the Board of Direaibthe Company determines otherwise in its

discretion.

(i) Signing Bonus.

(A)  Restricted Stocl. The Company shall grant to Employee on the HEffedDate
pursuant to resolutions of the Board of Directofstte Company that number of share:
restricted common stock of the Company having a fiaarket value equal to $1,000,0
determined by reference to the closing price ohssiock as reported on the New York S
Exchange as of the day of grant. Subject to thieviing sentence, such restricted stock ¢
vest ratably over five (5) years (i.e. 20% per yea of each successive annual anniverse
the date of grant. No later than the first anrsaey of the Effective Date, the Company shal
with the Securities and Exchange Commission a tragjisn statement on Form&eovering th
restricted stock granted pursuant to this parag&ph(iii)(A). Except as otherwise provic
herein, all unvested restricted stock shall be eftefi upon Employes’ termination c
employment with the Company prior to any respecéingiversary date unless the Company

Employee otherwise agree in writing.

(B)  cash. Within ten (10) business days, the Company gi@lito Employee on t
Effective Date of this Agreement Two Hundred Seyeithousand Dollars and No/1
($270,000.00).

(iv)  Supplemental Executive Retirement Pl In lieu of participation in the Compe's

supplemental executive retirement plan for key @ygs, the Company shall enter into an indivi
arrangement with Employee providing a mutually agtde SERP benefit (“SERP"Buch SERP sh:
provide benefits consistent with the formula arfteoterms outlined on Exhibit A to this Agreement.



C. Welfare Benefit Plan. During the Term, Employee and Empla’s eligible dependents sr

be eligible for participation in, and shall recealébenefits under, the welfare benefit planscpecas, policie
and programs provided by the Company (includingheut limitation, medical, prescription, dentalsalbility,
employee life, group life, accidental death anadtaccident insurance plans and programs) (“WelRlans)
to the extent applicable generally to Peer Emplsye@/ithout limiting the foregoing, Employee shak
provided with life insurance which in the aggregptevides a death benefit of not less than two @methalf
(2.5) times his Base Salary.

d. Vacation. Upon Employe’'s employment date and each annual anniversaryatierehroug|
the Term, Employee shall be granted four (4) wepksd vacation. Any granted but unused vacatioof as

annual anniversary date shall be forfeited as ol sypplicable date.

€. Business ExpensesEmployee shall be reimbursed for all reasonbbkness expenses incur

in carrying out the work hereunder. Employee sfa@lbw the Companys expense procedures that gene
apply to other Company employees in accordance tivélpolicies, practices and procedures of the Gmyjix

the extent applicable generally to Peer Employees.

f. Perquisites Employee shall be entitled to receive such etkeeperquisites, fringe and otl
benefits as are provided to the senior most exexsitand their families under any of the Companyan:
and/or programs in effect from time to time andmsather benefits as are customarily available &catives c
the Company and their families. Perquisites shalude up to thirty (30) hours annually of perdamse of th
Company plane provided that Employee shall reimibtine Company for such use pursuant to the Company
Aircraft Lease Agreement.

g. Moving Expenses. The Company will reimburse Employee for reasémaind customa

moving expenses directly related to Employee'sceglon from Sudbury, Massachusetts to the Nask

Tennessee area in accordance with the terms @dhgany’s relocation policy.

h. Accounting and Legal Fee. Within, ten (10) days following receipt of appr@te writter

documentation, the Company will reimburse Employpdo $20,000 for reasonable and customary acam
and legal fees and expenses incurred by Employd#le nespect to the negotiation and execution of

Agreement.

6. Termination for Cause. This Agreement may be terminated immediatelgmgttime by the Compa

without any liability owing to Employee or Employsebeneficiaries under this Agreement, except Badary
through the date of termination and benefits urashgr plan or agreement covering Employee which dieljoverne
by the terms of such plan or agreement, under dhewing conditions, each of which shall constitdt@ause” or

“Termination for Cause’:

a. Any act by Employee involving fraud and any bredghEmployee of applicable regulations
competent authorities in relation to trading orlogpwith stocks, securities, investments and tke br any ac

by Employee resulting in an investigation by theBeies and Exchange Commission which, in eaclke,dis



Board of Directors determines in its sole and alteatliscretion materially adversely affects

Company or Employee’s ability to perform his dutiggler this Agreement;

b. Attendance at work in a state of intoxication drestvise being found in possession at his |
of work of any prohibited drug or substance, posisesof which would amount to a criminal offense;

C. Assault or other act of violence against any engxogf the Company or other person during

course of his employment;
d. Conviction of any felony or misdemeanor involvingral turpitude;

€. The continued failure of Employee to perform subsély Employe’s duties with th
Company (other than any such failure resulting friogapacity due to Disability, and specifically &xding
any failure by Employee, after good faith, reasémabnd demonstrable efforts, to meet perform
expectations for any reason), after a written dehfan substantial performance is delivered to Empéoby
the Board of Directors of the Company which speaify identifies the manner in which such Boardidoad:
that Employee has not substantially performed Eggats duties.

The cessation of employment of Employee shall motiéemed to be for Cause unless and until thetehshee bee
delivered to Employee a copy of a resolution dulg@ed by the affirmative vote of not less thareéfourths of th:
entire membership of the Board of Directors of @mmpany at a meeting of such Board of Directoriedadnd hel
for such purpose (after reasonable notice is pea/id Employee and Employee is given an opportutotyether wit|
counsel, to be heard before such Board of Direjtérgling that, in the good faith opinion of suBbard of Director:
Employee is guilty of the conduct described in ang or more of subparagraphs (a) through (e) alanaspecifyin
the particulars thereof in detail.

7. Termination Upon Death . Notwithstanding anything herein to the contratyis tAgreement sh

terminate immediately upon Employsedeath, and the Company shall have no furtheilitisbo Employee or hi
beneficiaries under this Agreement, other thanpyment of Accrued Obligations (as defined in Paaly 10(a)(i)
and the timely payment or provision of Other Betsefas defined in Paragraph 10(e)), including withlamitation
benefits under such plans, programs, practicespafidies relating to death benefits, if any, as applicable t
Employee on the date of his death. In additiorgrugmployee’s death during the Term, all of Emp#sgestocl
options, restricted shares and other incentive @svilom the Company shall vest and become fullyasable, an
such options or other rights in the nature of awdinét may be exercised shall remain exercisablerfe year from tr

date of death or the earlier expiration date ohsaward.

8. Disability . If the Company determines in good faith that theability of Employee has occurt
during the Term (pursuant to the definition of Mgy set forth below), it may give to Employeeitten notice of it
intention to terminate Employee’s employment. utls event, Employes’ employment with the Company sl
terminate effective on the 30th day after recefpguch written notice by Employee (the “DisabilEffective Date},
provided that, within the 30 days after such recegmployee shall not have returned to tidhe performance
Employee’s duties. If Employee’employment is terminated by reason of his Diggbithis Agreement sh:



terminate without further obligations to Employegher than for payment of Accrued Obligations
defined in Paragraph 10(a)(i)) and the timely payhwe provision of Other Benefits (as defined ird@maph 10(e)
including without limitation benefits under suctaps$, programs, practices and policies relatinggabdlity benefits, i
any, as are applicable to Employee on the DisglHlitective Date. In addition, upon Employseisability during

the Term:

a. All of Employe€'s stock options, restricted shares and other ineeatvards from the Compa
shall vest and become fully exercisable, any systions or other rights in the nature of awards thay be
exercised shall remain exercisable for three y&ara the Disability Effective Date or the earliexpiratior

date of such award, and

b. Notwithstanding the foregoing, Employee will beatied for purposes of the SERP as thoug
Employee continued employment with the Company riuthe period of Disability until such time as
Employee is entitled the full 25% benefit under 8feRP and such SERP benefit is payable on an uree
basis. For purposes of calculating his Final Ager&ompensation under the SERP, Emplay&zse Sala
as in effect on the date of termination shall beduas his Base Salary for such additional yearsreditec
service, and Employeg’Applicable Annual Bonus (as defined in Paragrapla)(ii) below) shall be used as

annual incentive bonus for such additional yearsredlited service.

For purposes of this Agreement, “Disability” shaléan: (i) a longerm disability entitling Employee
receive benefits under the Company’s ldagn disability plan as then in effect; or (ii)n such plan is then
effect or the plan does not apply to Employee, ittability of Employee, as determined by the Boaf
Directors of the Company, to perform the essemtiattions of his regular duties and responsibsitiith ol
without reasonable accommodation, due to a megidallerminable physical or mental illness which laase
(or can reasonably be expected to last) for a gasfasix consecutive months. At the request of Exyge o
his personal representative, the Board of Direttdesermination that the Disability of Employee haswrec
shall be certified by two physicians mutually agregon by Employee, or his personal representagine,th
Company. Failing such independent certificatidrs@ requested by Employee), Employermination she

be deemed a termination by the Company without €aund not a termination by reason of his Disability

9. Employe€’'s Termination of Employment. Employees employment may be terminated at any

by Employee for Good Reason or no reason. Forgsegof this Agreement, “Good Reason” shall mean:

a. Without the written consent of Employee, the assignt to Employee of any duties inconsis
in any material respect with Employsegosition (including status, offices, titles amgbarting requirement:
authority, duties or responsibilities as in effentthe Effective Date, or any other action by tleenpany whicl
results in a demonstrable diminution in such positiauthority, duties or responsibilities (incluglivithou
limitation a continuing shift of material responétly from the Chief Executive Officer position tthe
Chairman position if Employee does not serve inhbodpacities), excluding for this purpose an isal

insubstantial and inadvertent action not takenad Eaith and which is remedied by the Company pibyr



after receipt of notice thereof given by Employee;

b. A reduction by the Company in EmploYs Base Salary or target bonus level as in effedhe

Effective Date or as the same may be increased tiramto time;

C. The failure by the Company to continue in effecy ¢pension plan or arrangem” or any
“compensation plan or arrangement” in which Empéygarticipates or the elimination of Employee’
participation in any such plan (except for acrdsshoard plan changes or terminations similarly affert
least ninetyfive percent (95%) of all executive employees & @ompany, provided, however, that it is ag
that the SERP provided for in Paragraph 5(b)(iv)assubject to this exception);

d. The Compan’s requiring Employee, without his consent, to bseldaat any office or locati

other than in metropolitan Nashville, Tennessee;
€. The material breach by the Company of any provisidthis Agreement; or

f. The failure of any successor (whether direct oireu, by purchase, merger, consolidatio
otherwise) to all or substantially all of the buess and/or assets of the Company to assume expagsshgre
to perform this Agreement in the same manner artldsame extent that the Company would be reqtm

perform it if no such succession had taken place.

Good Reason shall not include Employee’s deathisakillity. Employees continued employment shall
constitute consent to, or a waiver of rights widlsgect to, any circumstance constituting Good Re&sveunde
provided that Employee raises to the attentiornefBoard of Directors of the Company any circumstame believe
in good faith constitutes Good Reason within ning9) days after occurrence or be foreclosed framing suc
circumstance thereafter. The Company shall havepgortunity to cure any claimed event of Good Raa®the
than under subparagraph (f) above) within 30 déaymtice from Employee.

If Employee terminates his employment for Good Raasipon the execution and effectiveness of thed
attached hereto and made a part hereof (the “Re)as shall be entitled to the same benefits he wbaldntitled t
under Paragraph 10 if Terminated without Causeaoadtaph 11 if terminated after a Change in Coninail not botf
as applicable. If Employee terminates his emplayméathout Good Reason, this Agreement shall teata@rwithou
further obligations to Employee, other than for payt of Accrued Obligations (as defined in Paralyra@(a)(i)) an
the timely payment or provision of Other Benefds (lefined in Paragraph 10(e)).

10.  Termination without Cause . If Employe¢s employment is terminated by the Company wit

Cause prior to the expiration of the Term (it betnglerstood by the parties that termination by fgeBtsability ol
expiration of this Agreement shall not constitudenrtination without Cause), then Employee shall bigled to the
following benefits upon the execution and effeatiees of the Release; provided, however, that Erepl@hall not k

entitled to payments under this Paragraph 10 i§ lemtitled to payments under Paragraph 11:

a. The Company shall pay to Employee commencing #fefater of the date of termination or

execution and effectiveness of the Release, theeggte of the following amounts:



() in alump sum in cash within 30 days, the sum of Efployers Base Salary throu
the date of termination to the extent not there®fmaid, (B) any accrued expenses and vacationq
the extent not theretofore paid, and (C) unless |I&yee has elected a different payout date in ar
deferral election, any compensation previously dete by Employee (together with any acct
interest or earnings thereon) to the extent notetbéore paid (the sum of the amounts describt
subparagraphs (A), (B) and (C) shall be referreid this Agreement as the “Accrued Obligations”);

(i) in installment ratably over twenty-four (24) montinsaccordance with the Compasy’
normal payroll cycle and procedures, the amountktputhe two and onbalf (2.5) times the sum
(A) Employee’s annual Base Salary in effect as leé tlate of termination, and (B) Employee’
Applicable Annual Bonus (as defined below). Forpmses of this AgreementApplicable Annue
Bonus” means the greater of Employeattual annual incentive bonus from the Companyeekin th
fiscal year immediately preceding the fiscal yearwhich Employees termination date falls
Employee’s target annual incentive bonus (i.e., &%ase Salary) for the year in which Employee’
termination date falls; and

(iif) With respect to Paragraph 10(a)(ii), the Gmamy may, at any time and in its sole discre

make a lump sum payment of all amounts, or all rem@ amounts, due to Employee; and

b. Employe(s stock options and restricted shares granted aorsa Paragraphs 5(b)(ii) and £
(i) respectively shall fully vest and shall remagexercisable as provided in the applicable agee¥
evidencing such awards; and

C. Employee will be treated for purposes of the SERPhaving five (5) additional years
continuous service with the Company as determineth® SERP service formula set forth in Exhibit fAtlus
Agreement. For purposes of calculating his Finaérage Compensation under the SERP, EmplsyBas
Salary as in effect on the date of termination Ishal used as his Base Salary for such additionatsye
credited service, and EmployseApplicable Annual Bonus (as defined in Paragrapa)(ii) above) shall t
used as his annual incentive bonus for such additipears of credited service; and

d. For thirty (30) months after Employ’'s date of termination, the Company shall pay tleenpurr
for Employee’s participation in the Compasyetiree medical plan in accordance with his eldcoverage
place at the time of termination of employment;ved, however, that if the Compasytetiree medic
insurance benefits in effect as of Emplogegate of termination are materially less favorablEmployee the
the Companys retiree medical benefits as in effect on the @ife Date, the Company shall, at the reque
Employee, pay for or provide medical benefits toptoyee no less favorable than the Compamngtires
medical benefits in effect as of the Effective Daa@d provided, further, that if Employee becomes r
employed with another employer and is eligible ¢ceive medical or other welfare benefits under las
employer provided plan, the medical and other welfaenefits described herein shall be secondatiiasc

provided under such other plan during such appkcakriod of eligibility. If such payment of premms by



the Company is taxable to Employee, the Companyl shake an additional payment

Employee equal to local, state and federal taxesdaan such premium payments; and

€. To the extent not theretofore paid or provided, @@mpany shall timely pay or provide

Employee any other accrued amounts or accrued ibereduired to be paid or provided or which Empley:

eligible to receive under any plan, program, pobcypractice or contract or agreement of the Comgauact

other amounts and benefits shall be referred thismAgreement as the “Other Benefits”).

11.

Change in Control.

a. Defined Term:.

() “ Beneficial Ownershif” shall mean beneficial ownership within the meanifigRule

13d-3 promulgated under the Exchange Act.

(i) « Business Combinatioti shall mean a reorganization, merger or consolidatibthe

Company or sale or other disposition of all or sabsally all of the assets of the Company.

(i) « Change in Contrc” shall mean the occurrence of any of the follow

(A)  The Consummation of an acquisition after which Beyson shall have Benefic
Ownership of 35% or more of the Voting Securitieshe Company; provided, however, that
purposes of the preceding sentence, the followioguigitions of Voting Securities of t

Company shall not constitute a Change in Control:

1. ownership or an acquisition by Cal Turner, Jame=pl&n Turner or
member or members of his or their immediate familany trust, partnership, foundat
or similar entity for the exclusive benefit of aaych persons (collectively, th&@trnel

Family Interests”);

2. any acquisition directly from the Compar

3. any acquisition by the Company or an affiliate whithe Compar
Controls;

4. any acquisition by any employee benefit plan (datesl trust) sponsor

or maintained by the Company or a subsidiary ofGbenpany;
S. any acquisition by a qualified pension plan or piplheld mutual fund

6. any acquisition by the Employee or a Group thaluishes the Employe
or

7. any Business Combination which would not otherwigestitute a Chan
in Control because of the application of claus@s(@) and (3) of Paragraph 11(a)(iii)(

B) A change in the composition of the Board of Direstof the Company where



individuals who constitute the Incumbent Board edlas any reason to constit

at least a majority of the Board of Directors; or

(C)  consummation of a Business Combination, unless,edmately following suc
Business Combination, all of the following threendiions are met:

(1) allor substantially all of the individuals and ities who held Benefici
Ownership, respectively, of the Voting Securitiéshee Company immediately prior
such Business Combination beneficially own, disectl indirectly, 65% or more of tl
combined voting power of the Voting Securities lué torporation surviving or resulti
from such Business Combination, (including, withiitation, a corporation which a:
result of such transaction holds Beneficial Owngxssf all or substantially all of tt
Voting Securities of the Company or all or substdiyt all of the Companys asset:
(such surviving or resulting corporation to be redd to as “Surviving Company”)n
substantially the same proportions as their owngrgmmediately prior to such Busine
Combination, of the Voting Securities of the Comygan

(2) no Person (excluding any corporation resulting freonch Busine:
Combination, the Turner Family Interests, any digli pension plan, a publicly he
mutual fund, the Employee or a Group including Emeployee, or an employee ben
plan (or related trust) of the Company or Survividpmpany) holds Benefic
Ownership, directly or indirectly, of 35% or moréthe combined voting power of t
then outstanding Voting Securities of Surviving Gxamy except to the extent that s

ownership existed immediately prior to the Busin€ssbination; and

3) at least a majority of the members of the boarddiméctors of th
Surviving Company were members of the Incumbentr@aa the earlier of the date
execution of the initial agreement, or of the attwf the Board of Directors of t

Company, providing for such Business Combination.

(iv)  * Code” shall mean the Internal Revenue Code of 1986, anded.

(v) “ Consummation” shall mean the completion of the final act necgssarcomplete
transaction as a matter of law, including, butlimotted to, any required approvals by the corpanat
shareholders and board of directors, the transfiegal and beneficial title to securities or assatd th
final approval of the transaction by any applicatdemestic or foreign governments or governme

agencies.

(Vi) « Control” shall mean, in the case of a corporation, Benéf@ianership of more the
50% of the combined voting power of the corpordovoting Securities, or in the case of any ¢

entity, Beneficial Ownership of more than 50% aoftsentity’s voting equity interests.

(Vi)



“ Exchange Act’ shall mean the Securities Exchange Act of 1934raended.
(Vi) « Group” shall have the meaning set forth in Section 14{dh® Exchange Ac

(iX)  * Incumbent Board shall mean those individuals who constitute therBad Director:

of the Company as of the Effective Date of this @gment plus any individual who shall becon
director subsequent to such date whose electiomoorination for election by the shareholders
approved by a vote of at least 75% of the directttran comprising the Incumbent Bos
Notwithstanding the foregoing, no individual whua## become a director of the Board of Director
the Company subsequent to the Effective Date whigal assumption of office occurs as a resulac
actual or threatened election contest (within tieaning of Rule 14441 of the Regulations promulga
under the Exchange Act) with respect to the elaadioremoval of directors or other actual or theeat
solicitation of proxies or consents by or on belo&ld Person other than the Board of Directors| $ie
a member of the Incumbent Board.

(x) “ Persor” shall mean any individual, entity or group withiretmeaning of Section 13
(3) or 14(d)(2) of Exchange Act.

(Xi)  “Voting Securities’ shall mean the outstanding voting securities obramany entitlin

the holder thereof to vote generally in the elettd such company’s directors.

b. Eligibility . Except as otherwise provided herein, if Emploge@voluntarily terminated by tl
Company at any time during the two year periodbofeing a Change in Control for reasons other thams€a
he shall voluntarily terminate his employment witle Company for Good Reason as defined in Para@a
any time during the two year period following a @ga in Control, Employee shall be entitled to reeehe
benefits described in this Paragraph 11.

C. Benefits. Subject to the execution and effectiveness efRkelease, Employee shall be ent

to receive the following benefits:

() The Company shall pay to Employee, in a lump sueesh within 30 days after the I
of the date of termination or the execution ance@feness of the Release, the aggregate (

following amounts:
(A)  the Accrued Obligations (as defined in Paragragh){{)); and

(B)  the amount equal to three (3) times the sum oE(rployer's annual Base Sal:
as in effect as of the date of termination or,igfher, as of the date immediately preceding
Change in Control, and (y) Employee’s Applicablenfal Bonus (as defined in Paragraph 10(a
(ii)); and
(i) All of Employee's stock options, restricted shares and other ineeatwards from tr
Company shall fully vest and shall remain exerdesai accordance with the terms of the 1998 <

Incentive Plan, as amended from time to time, or sunccessor plan thereof whether or not gre



under such plan; and

(i) Employee will be treated for purposes of the SERBaving five (5) additional years
continuous service with the Company as determineth® SERP service formula set forth in Exhib
of this Agreement. For purposes of calculating fhisal Average Compensation under the St
Employees Base Salary as in effect on the date of ternunatr, if higher, as of the date immedia
preceding the Change in Control, shall be usedsaBdwse Salary for such additional years of cre
service, and Employeg’Applicable Annual Bonus (as defined in Paragrafta)(ii) above) shall t

used as his annual incentive bonus for such additipears of credited service; and

(iv)  For thirty-six (36) months after Employ’s date of termination the Company shall
the premium for Employee’s participation in the Qany’s retiree medical plan in accordance witf
elected coverage in place at the time of termimatb employment; provided, however, that if
Company’s retiree medical insurance benefits ireatffas of Employee’ date of termination &
materially less favorable to Employee than the Camyfs retiree medical benefits as in effect on
Effective Date, the Company shall, at the requé&roployee, pay for or provide medical benefit
Employee no less favorable than the Compsingtiree medical benefits in effect as the Effecate
and provided, further, that if Employee becomesmgloyed with another employer and is eligibl
receive medical or other welfare benefits underttz@roemployer provided plan, the medical and ¢
welfare benefits described herein shall be secgndathose provided under such other plan durirgdy
applicable period of eligibility. If such paymeuoit premiums by the Company is taxable to Emplc
the Company shall make an additional payment tol&yee equal to local, state and federal taxes

on such premium payments; and

(V) To the extent not theretofore paid or provided, @oenpany shall timely pay or provi
to Employee any Other Benefits (as defined in Ragag10(e)).

12.  Excise Tax Gros-Up .

a. Anything in this Agreement to the contrary notwtdreding and except as set forth below, ir
event it shall be determined as provided below #mgt payment or distribution by the Company toarthe
benefit of Employee (whether paid or payable otritisted or distributable pursuant to the termstlog
Agreement or otherwise, but determined without régep any additional payments required under
Paragraph 12) (a “Paymentiould be subject to the excise tax imposed by 8ectP99 of the Code or a
interest or penalties are incurred by Employee wa$pect to such excise tax (such excise tax, hegeatitt
any such interest and penalties, are hereinaftéectively referred to as the “Excise Taxthen Employe
shall be entitled to receive an additional paynfaritGross-Up Paymentij an amount such that after payn
by Employee of all taxes (including any interestpenalties imposed with respect to such taxes)ydig,
without limitation, any income taxes (and any ietdrand penalties imposed with respect thereto)Exotse

Tax imposed upon the Gross-Up Payment, Employegnseein amount of the Grokgp Payment equal to t



Excise Tax imposed upon the Payments.

b. All determinations required to be made under tlasaBraph 12, including whether and wh
Gross-Up Payment is required and the amount of &rassp Payment and the assumptions to be us
arriving at such determination, shall be made lgy/ttx department of an independent public accogritrm
(the “Accounting Firm”)which shall be engaged by the Company prior totitme of the first Payment
Employee. The Accounting Firm selected shall reosérving as accountant or auditor for the indialdantity
or group effecting the Change in Control. The Acting Firm shall prepare and provide detailed sufipg
calculations both to the Company and Employee witth business days of the later of (i) the Accag
Firm's engagement to make the required calculationsiipthé date the Accounting Firm obtains
information needed to make the required calculatiémy determination by the Accounting Firm shad
binding upon the Company and Employee. All fees$ expenses of the Accounting Firm shall be borriely
by the Company.

C. Any Gros-Up Payment, as determined pursuant to this Paragi@p shall be paid by t
Company to Employee within five (5) days of theeipt of the Accounting Firng determination if tF
Payment is then required to satisfy an assessmeather current demand for payment made of the Byae
by federal or state taxing authorities. GrogsPayments due at a later date shall be paidetd&cthployee n
later than fourteen days prior to the date thaBimployees federal or state payment is due. If requirethloy
the Company shall treat all or any portion of the$sUp Payment as being subject to income tax withing
for federal or state tax purposes. Amounts detgthiby the Company to be subject to federal oe st&
withholding will not be paid directly to Employeetxshall be timely paid to the respective taxinthatity.

d. As a result of the uncertainty in the applicatidrSection 4999 of the Code at the time of
initial determination by the Accounting Firm herelen, it is possible that Gro&#p Payments which will n
have been made by the Company should have been (faugerpayment”),consistent with the calculatic
required to be made hereunder. In the event thail&yee hereafter is required to make a paymerang
Excise Tax, the Accounting Firm shall determine déineount of the Underpayment that has occurred ag
such Underpayment shall be promptly paid by the gamg to or for the benefit of Employee. Conversglit
is later determined that the actual required GiégsRayment was less than the amount paid to thddyeg
the Employee shall refund the excess portion tacQbmpany but only to the extent that the Employa mo
yet paid the excess amount to the taxing authsrifieis able to obtain a refund from the respectarenc
authorities of amounts previously paid. The Conyparay pursue at its own expense the refund on bef
the Employee.

13.  Costs of Enforcement. In any action taken in good faith relating te tmforcement of this Agreem

or any provision herein, subject to the aggregaté below, Employee shall be entitled to be pany and all cos
and expenses incurred by him in enforcing or esfainlg his rights thereunder, including, withoumiiation
reasonable attorney&es, whether suit be brought or not, and wheth@&obincurred in trial, bankruptcy or appell
proceedings. Subject to the aggregate limit belemployee shall also be entitled to be paid alsoeable legal fe



and expenses, if any, incurred in connection with tax audit or proceeding to the extent attribleat
the application of Paragraph 4999 of the Code yopayment or benefit hereunder. The Compamggregate limit
pay costs under this Paragraph 13 is Fifty ThousartiNo/100 Dollars ($50,000). Such paymentsnyf, ahall b
made within five (5) business days after deliveifEmployees respective written requests for payment acconaep

with such evidence of fees and expenses incurrdteaSompany reasonably may require.

14.  publicity; No Disparaging Statement. Employee and the Company covenant and agreehiaashal

not engage in any commuations which shall disparage one another or iaterfvith their existing or prospect

business relationships.

15.  Business Protection Provision Definition:.

a. Preamble. As a material inducement to the Company to eimir this Agreement, and
recognition of the valuable experience, knowledgd aroprietary information Employee gained from
employment with the Company, Employee warrants agreees he will abide by and adhere to the follo
business protection provisions in Paragraphs 1517&nd 18 herein. In the event that there ireadh of an
of such business protection provisions or othewvigrons of this Agreement, any unpaid amounts giample
those provided under Paragraph 10(a)(ii), shafbbieited.

b. Definitions . For purposes of Paragraphs 15, 16, 17 and léirhehe following terms shi

have the following meanings:

(i) “Competitive Positio” shall mean any employment, consulting, advisorggatorshig
agency, promotional or independent contractor gearent between the Employee and any pers
Entity engaged wholly or in material part in theatiunt “dollar’retail business in which the Compi
is engaged including but not limited to such otbiarilar businesses as Family Dollar Stores, Fetti'e
99 Cents Store and Dollar Tree Stores whereby Byeplas required to or does perform service
behalf of or for the benefit of such person or ntwhich are substantially similar to the serv
Employee participated in or directed while employleg the Company or any of its affilia

(collectively the “DG Entities”).

(i) “Confidential Informatio” shall mean the proprietary or confidential datéprimation
documents or materials (whether oral, written, tebesc or otherwise) belonging to or pertaininghe
DG Entities, other than “Trade Secretgas(defined below), which is of tangible or intargilalue t
any of the DG Entities and the details of which ao¢ generally known to the competitors of the
Entities. Confidential Information shall also inde: any items that any of the DG Entities |
marked “CONFIDENTIAL” or some similar designation or are otherwise idiedti as bein

confidential.

(i) “Entity” or “Entitie” shall mean any business, individual, partnerstoptjventure
agency, governmental agency, body or subdivisi@so@ation, firm, corporation, limited liabil

company or other entity of any kind.



(iv)  “Restricted Peric” shall mean two (2) years following Emplo’s termination date.

(V) “Territory” shall include those states in which the Companyntaiis stores at the tir

of termination.

(Vi) “Trade Secre” shall mean information or data of or about any lf DG Entities
including, but not limited to, technical or néeehnical data, formulas, patterns, compilatiomsgmms
devices, methods, techniques, drawings, proceBsaacial data, financial plans, product plansistc
of actual or potential customers or suppliers tH&) derives economic value, actual or potenfiam
not being generally known to, and not being readsgertainable by proper means by, other pe
who can obtain economic value from its disclosureuse; (B) is the subject of efforts that
reasonable under the circumstances to maintaigeitsecy; and (C) any other information whic

defined as a “trade secret” under applicable law.

(Vi) “Work Produc” shall mean all tangible work product, property,adalocumentatio
“know-how,” concepts or plans, inventions, improvements, teghes and processes relating to the
Entities that were conceived, discovered, createdten, revised or developed by Employee durirg

term of his employment with the Company.

16. Nondisclosure: Ownership of Proprietary Property.

a. In recognition of the need of the Company to protes legitimate business intere:
Confidential Information and Trade Secrets, Empéolgereby covenants and agrees that Employee slgalic
and treat Trade Secrets and all Confidential Infdrom as strictly confidential and wholiywned by th
Company and shall not, for any reason, in any @sheither directly or indirectly, use, sell, lendase
distribute, license, give, transfer, assign, shovgclose, disseminate, reproduce, copy, misap@EtEr
otherwise communicate any such item or informatmany third party or Entity for any purpose otktean ir
accordance with this Agreement or as required lpti@able law, court order or other legal proce&$:with
regard to each item constituting a Trade Secresjldtmes such information remains a “trade séctetde

applicable law, and (ii) with regard to any Confitlal Information, for the Restricted Period.

b. Employee shall exercise best efforts to ensurectimtinued confidentiality of all Trade Seci
and Confidential Information, and he shall immeelanotify the Company of any unauthorized disctesoi
use of any Trade Secrets or Confidential Infornmatad which Employee becomes aware. Employee
assist the Company, to the extent necessary, iprittection of or procurement of any intellectuabperty

protection or other rights in any of the Trade $&cor Confidential Information.

C. All Work Product shall be owned exclusively by Bempany. To the greatest extent poss
any Work Product shall be deemed to be “work madehire” (@s defined in the Copyright Act, 17 U.S.C
8 101 et seq., as amended), and Employee herelonditionally and irrevocably transfers and assitgnghe

Company all right, title and interest Employee eutly has or may have by operation of law or otlisevin o



to any Work Product, including, without limitatioall patents, copyrights, trademarks (anc
goodwill associated therewith), trade secrets,isermarks (and the goodwill associated therewitig athe
intellectual property rights. Employee agreesxeceite and deliver to the Company any transfessgasents
documents or other instruments which the Company de@m necessary or appropriate, from time to tio
protect the rights granted herein or to vest cotepiéle and ownership of any and all Work Prodaetd al

associated intellectual property and other righgsdin, exclusively in the Company.

17. " Non-Interference With Employees. Employee covenants and agrees that during thei&estPerio

he will not, either directly or indirectly, alone o conjunction with any other person or Entitfa) actively recrui
solicit, attempt to solicit, or induce any persohoy during such Restricted Period, or within onaryprior tc
Employees termination date, was an exempt employee of thragany or any of its subsidiaries, or was an offaf
any of the other DG Entities to leave or cease smployment for any reason whatsoever; or (b) direngage tt
services of any such person described in Paradt@fd) above in any business substantially simitacampetitive
with that in which the DG Entities were engagedrmyhis employment.

18.  Non-Interference With Business.

a. Employee and Company expressly covenant and alya¢e¢hte scope, territorial, time and of
restrictions contained in this entire Agreementstibute the most reasonable and equitable restnis{possibl
to protect the business interest of the Compangrgiyi) the business of the Company; (ii) the cotitipe
nature of the Company’s industry; and (iii) that ffayee’s skills are such that he could easily find altéweg
commensurate employment or consulting work in ieisl fwhich would not violate any of the provisiooisthis
Agreement. Employee further acknowledges thaptyments described in Paragraphs 5, 10 and 11sare

consideration of his covenants and agreementsioendtan Paragraphs 15 through 18 hereof.

b. Employee covenants and agrees to not obtain or work Competitive Position within t

Territory for a period of two (2) years from higrténation date.

19.  Return of Materials . Upon Employe’s termination, or at any point after that time upbe specifi

request of the Company, Employee shall return ® @ompany all written or descriptive materials ofy &ind
belonging or relating to the Company or its afféis, including, without limitation, any originalsppies and abstra
containing any Work Product, intellectual proper@onfidential Information and Trade Secrets in Eogpks

possession or control.

20.  General Provisions.

a. Amendment. This Agreement may be amended or modified oglg lwvriting signed by both

the parties hereto.

b. Binding Agreement. This Agreement shall inure to the benefit of amel binding upo
Employee, his heirs and personal representativestree Company and its successors and assigns.

C. Waiver Of Breach; Specific Performan. The waiver of a breach of any provision of




Agreement shall not operate or be construed as\emaf any other breach. Each of the pa
to this Agreement will be entitled to enforce itstos rights under this Agreement, specifically,rexove
damages by reason of any breach of any provisidhi®fAgreement and to exercise all other righistag in
its or his favor. The parties hereto agree anth@etledge that money damages may not be an adequassl
for any breach of the provisions of this Agreemamd that any party may in its or his sole discreapply tc
any court of law or equity of competent jurisdictifor specific performance or injunctive relief ander tc

enforce or prevent any violations of the provisiohghis Agreement.

d. Unsecured General Credit. The Company shall neither reserve nor dically set aside func

for the payment of its obligations under this Agneat, and such obligations shall be paid solelynfitre
general assets of the Company. Notwithstandinddiegoing, in order to ensure the payment of theegeanc
benefits provided for in Paragraph 11(c)(i) of tAgreement, immediately following the commencenwrdny
action by a third party with the aim of effectingGhange in Control of the Company, or the publicly
announced threat by a third party to commence aoh sction, the Company shall establish an irrelie
standby Letter of Credit issued by a national biarflavor of Employee in the amount of the severgmengmen
that would have been paid to Employee under Pgphgta(c)(i) if the date of termination had occuroedthe
date of commencement, or publidynounced threat of commencement, of such actiothéythird party
Such Letter of Credit shall provide that the issiiiereof, subject only to EmployeeWwritten certification t
such issuer that Employee is entitled to paymenhh@fseverance benefits pursuant to Paragraph(d X(tihis
Agreement and that the Company shall have failetidke payment of such benefits to Employee, slzadt
the unconditional obligation to pay the amountwdrsLetter of Credit to Employee in a lump sum oa firs
day of the month following the receipt of Employgeiotice. In the event that subsequent to payrua
Employee pursuant to such Letter of Credit (i) @@mpany and Employee shall mutually agree that By
shall not have been entitled to payment of the reewe benefits pursuant to Paragraph 11(c)(i) ™
Agreement or (ii) a court of competent jurisdictisimall finally adjudge Employee not to have beetitled tc
payment of such severance benefits and such judgshall have been affirmed on appeal or shall rave
been appealed within any time period specifiedHierfiling of an appeal, Employee shall promptly pa the
Company the total amount previously paid to Empéopg the issuer of such Letter of Credit and nohf
payment shall be made to Employee pursuant to Iseitar of Credit.

€. No Effect On Other Arrangemen. It is expressly understood and agreed that #ympnt

made in accordance with this Agreement are in gnidito any other benefits or compensation to w
Employee may be entitled or for which he may begiele, whether funded or unfunded, by reason o

employment with the Company.

f. Tax Withholding. There shall be deducted from each payment uhdeAgreement the amot

of any tax required by any govenental authority to be withheld and paid over bg thompany to sut

governmental authority for the account of Employee.

g. Notices.



() All notices and all other communications providex herein shall be in writing a
delivered personally to the other designated pastymailed by certified or registered mail, ref
receipt requested, or delivered by a recognizewmetovernight courier service, or sent by fachs;
as follows:

If to Company to:  Dollar General Corporatio
Attn: General Counsel’s Office
1 Mission Ridge
Goodlettsville, TN 37072-2171
Facsimile: (615) 855-5180

If to Employee to: David A. Perdue
314 Whitworth Way
Nashville, TN 37205

(i) All notices sent under this Agreement shall be debgiven twent-four (24) hours afte
sent by facsimile or courier, severtye (72) hours after sent by certified or registeneail and whe
delivered if personal delivery.

(i) Either party hereto may change the address to whitice is to be sent hereunder
written notice to the other party in accordancéhwilite provisions of this Paragraph.

h. Governing Law. This Agreement shall be governed by and condtrmeaccordance with tl

laws of the State of Tennessee (without givingatfte conflict of laws).

. Entire Agreemen. This Agreement contains the full and completdanstanding of the parti

hereto with respect to the subject matter contairerdin and this Agreement supersedes and re@agesriol
agreement, either oral or written, which Employesgyrhave with Company that relates generally tostrae

subject matter.

J- Assignment. This Agreement may not be assigned by Employgkowt the prior writte
consent of Company, and any attempted assignmeim agcordance herewith shall be null and void ahdc
force or effect.

k. Severability. If any one or more of the terms, provisions, exants or restrictions of tl
Agreement shall be determined by a court of cormpgteisdiction to be invalid, void or unenforceapthel
the remainder of the terms, provisions, covenantsrastrictions of this Agreement shall remainuti force

and effect, and to that end the provisions hereall e deemed severable.

. Paragraph Headin¢. The Paragraph headings set forth herein arediovenience of referen

only and shall not affect the meaning or intergreteof this Agreement whatsoever.

m. Interpretatior. Should a provision of this Agreement requireigiad interpretation, it is agre:
that the judicial body interpreting or construirige tAgreement shall not apply the assumption thatténm:

hereof shall be more strictly construed againstparéy by reason of the rule of construction thatrestrumer



is to be construed more strictly against the pautych itself or through its agents prepared

agreement, it being agreed that all parties artiér agents have participated in the preparateredf.

n. Voluntary Agreement Employee and Company represent and agree tbhathes reviewed
aspects of this Agreement, has carefully read alig tinderstands all provisions of this Agreemearid i

voluntarily entering into this Agreement. Each tparepresents and agrees that such party has e
opportunity to review any and all aspects of thgréement with legal, tax or other adviser(s) ofhsparty’s

choice before executing this Agreement.

(Signatures on following page)

IN WITNESS WHEREOF, the parties hereto have exel;ute caused their duly authorized represent
to execute, this Agreement as of thi%dZiay of April, 2003.

DOLLAR GENERAL CORPORATION

By: /s/ Melissa J. Buffington
Its: Senior V.P., H.R. and Strategic Planning

‘EMPLOYEE"

/s/ David A. Perdue
David A. Perdue

Witnessed Byys/ S, Lanigar

Addendum to Employment
Agreement with David A. Perdue

RELEASE AGREEMENT

THIS RELEASE (“Release”) is made and entered into by and betvwzerid A. Perdue (“Employee™anc



DOLLAR GENERAL CORPORATION, and its successor or assigns (“Company”).

WHEREAS, Employee and Company have agreed that Empleyesployment with Dollar Gene
Corporation shall terminate on X

WHEREAS, Employee and the Company have previously enteredtivat certain Employment Agreems

dated April 2, 2003 (“Agreement”), and this Rele&smcorporated therein by reference;

WHEREAS, Employee and Company desire to delineate theireats rights, duties and obligatic
attendant to such termination and desire to reachcaord and satisfaction of all claims arisingnfr&mployees

employment, and his termination of employment, vajipropriate releases, in accordance with the Ageaé

WHEREAS , the Company desires to compensate Employee ordenece with the Agreement for service

has or will provide for the Company;

NOW, THEREFORE , in consideration of the premises and the agretsmenthe parties set forth in t
Release, and other good and valuable considertdi@receipt and sufficiency of which are herebynaekiedged, th

parties hereto, intending to be legally bound, bgvenant and agree as follows:

1. Claims Released Under This Agreemer

In exchange for receiving the severance benefgsrid®ed in Paragraph 10 or 11 of the Agreementexoep
as provided in Paragraph 2 below, Employee herayntarily and irrevocably waives, releases, disesswitt
prejudice, and withdraws all claims, complaintsitsswor demands of any kind whatsoever (whether knaw
unknown) which Employee ever had, may have, or hasragainst Company and other current or formesigiaie:
or affiliates of the Company and their past, presamd future officers, directors, employees, agemisurers an
attorneys (collectively, the “Releasees”), arising of or relating to (directly or indirectly) Engplee’s employment (

the termination of his employment with the Compangluding but not limited to:

(a) claims for violations of Title VII of the Civil Rigts Act of 1964, the Age Discrimination
Employment Act, the Fair Labor Standards Act, theil(Rights Act of 1991, the Americans W
Disabilities Act, the Equal Pay Act, the Family aviddical Leave Act, 42 U.S.C. § 1981, the Sarbane
Oxley Act of 2002, the National Labor Relations Atte Labor Management Relations Act, Exect
Order 11246, Executive Order 11141, the Rehahdita’ct of 1973, or the Employee Retirenr
Income Security Act;

(b)  claims for violations of any other federal or ststatute or regulation or local ordinan

(©) claims for lost or unpaid wages, compensation, enefits, defamation, intentional or neglic
infliction of emotional distress, assault, battemyongful or constructive discharge, negligent rigt
retention or supervision, fraud, misrepresentatcmmversion, tortious interference, breach of @t

or breach of fiduciary duty;

(d)  claims to benefits under any bonus, severance, farmek reduction, early retirement, outplacemer
any other similar type plan sponsored by the Compain



(6)  any other claims under state law arising in tortantract.

2. Claims Not Released Under This Agreemer

In signing this Release, Employee is not releaamg claims that may arise under the terms of theedgen
that enforce his rights under the Agreement, thigeaout of events occurring after the date Empogrecutes th
Release, that arise under any written eamployment related contractual obligations betwtden Company or i
affiliates and Employee which have not terminatedfathe execution date of this Release by theress terms, th
arise under a policy or policies of insurance (ahg director and officer liability insurance) mtined by th
Company or its affiliates on behalf of Employee tloait relate to any indemnification obligationsBmployee unde
the Companys bylaws, certificate of incorporation, Tennessae ¢ér otherwise. However, Employee understand
acknowledges that nothing herein is intended tehatl be construed to require the Company to urtstior continue i
effect any particular plan or benefit sponsoredigyCompany and the Company hereby reserves thietoiggmend ¢
terminate any of its benefit programs at any timacgcordance with the procedures set forth in glenhs.

Nothing in this Agreement shall prohibit Employ@em engaging in protected activities under applieddn
or from communicating, either voluntarily or othése, with any governmental agency concerning antemni@
violation of the law.

3. No Assignment of Claim. Employee represents that he has not assignedraférred, or purported

assign or transfer, any claims or any portion tbieoe interest therein to any party prior to théedaf this Release.

4. Compensation. In accordance with the Agreement, the Companyesgte pay Employee, or if

becomes eligible for payments under Paragraph 1 dout dies before receipt thereof, his spoudesestate, as t
case may be, the amount provided in Paragraph 1@ of the Agreement.

S. No Admission Of Liability . This Release shall not in any way be construednaadanission by tt

Company or Employee of any improper actions oriliigbwhatsoever as to one another, and each dpaltyl
disclaims any liability to or improper actions aggtithe other or any other person, on the patseffior himself, its ¢

his employees or agents.

6. Voluntary Execution . Employee warrants, represents and agrees that $iddwn encouraged

writing to seek advice from anyone of his choosiegarding this Release, including his attorney arwbuntant or te
advisor prior to his signing it; that this Releaspresents written notice to do so; that he has been the opportuni
and sufficient time to seek such advice; and tlafutly understands the meaning and contents of Ralease. F
further represents and warrants that he was notedgethreatened or otherwise forced to sign tlelkedse, and that |
signature appearing hereinafter is voluntary antuge. EMPLOYEE UNDERSTANDS THAT HE MAY TAKE
UP TO TWENTY-ONE (21) DAYS TO CONSIDER WHETHER OR NOT HE DESIRES TO ENTER INTO
THIS RELEASE.

7. Ability to Revoke Agreement. EMPLOYEE UNDERSTANDS THAT HE MAY REVOKE THIS
RELEASE BY NOTIFYING THE COMPANY IN WRITING OF SUCH REVOCATION WITHIN SEVEN (7)




DAYS OF HIS EXECUTION OF THIS RELEASE AND THAT THIS RELEASE IS NOT
EFFECTIVE UNTIL THE EXPIRATION OF SUCH SEVEN (7) DA Y PERIOD. HE UNDERSTANDS THAT
UPON THE EXPIRATION OF SUCH SEVEN (7) DAY PERIOD TH IS RELEASE WILL BE BINDING UPON
HIM AND HIS HEIRS, ADMINISTRATORS, REPRESENTATIVES, EXECUTORS, SUCCESSORS ANI
ASSIGNS AND WILL BE IRREVOCABLE.

Acknowledged and Agreed To:
“COMPANY”

DOLLAR GENERAL CORPORATION
By:

Its:

| UNDERSTAND THAT BY SIGNING THIS RELEASE, | AM GIV ING UP RIGHTS | MAY HAVE. |
UNDERSTAND THAT | DO NOT HAVE TO SIGN THIS RELEASE.

‘EMPLOYEE"

Date David A. Perdue

WITNESSED BY:

Date
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SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN
FOR DAVID A. PERDUE

Pursuant to the terms of the Employment Agreemétht Bavid A. Perdue, Dollar General Corporatiore(tiCtompany”)has adopte
the Supplemental Employee Retirement Plan (the B Reffective April 2, 2003, in order to attract, retaand motivate the executive

excel as Chief Executive Officer of the Company.
The Company intends the SERP to be an unfundedmbintained primarily for the purpose of provididgferred compensati
within the meaning of Sections 201, 301, and 40thefEmployee Retirement Income Security Act ofALQERISA”).

SECTION 1
DEFINITIONS

When used herein, the following words and phrasesamy derivatives thereof shall have the meanbalsw unless the conte

clearly indicates otherwise. Definitions of otlesrds and phrases are set forth throughout the SES®#etion references indicate Sectior

the SERP unless otherwise stated.

1.1 “Actuarial Equivalent” means equal value computedtioe basis of (i) the UP-94 Mortality Table (sdistinct), and (ii) .

discount rate of 6.0%, compounded annually.

1.2 “Agreement” means the Employee’s Employment Agresrdated April 2, 2003.

1.3 “Applicable Annual Bonus” has the meaning set fantithe Agreement.
1.4 “Base Salary” has the meaning set forth in the Agrent.

15 “Board of Directors” means the Board of Directofgh®e Company.

1.6 “Change in Control” has the meaning set forth ia Aigreement.

1.7 “Code” means the Internal Revenue Code of 1986 as amdrmladtime to time, and regulations and rulings eswnde



the Code.

1.8 “Company” means Dollar General Corporation and suycessor thereto.

1.9 “Compensation” means the Employee’s Base Salary ginual incentive “team share” bonus paid fosedli year.

1.10 “Compensation Committee” means the Compensationitise of the Board of Directors of the Company.

1.11  “Disability” has the meaning set forth in the Agmeent.

1.12 “Early Retirement Factor” means 100% minus 0.416&#%es the number of months the Emplogeage at his Ear

Retirement Date precedes his age 60.

1.13  “Employee” means David A. Perdue.

1.14  “Final Average Compensation” means the averag@é®Bmployees Compensation for the three (3) out of the last(1®’
consecutive fiscal years of service preceding estent or termination of employment (or such fewearg of consecutive fiscal years
service if the Employee does not have ten consexfitical years of service) in which the executiv€ompensation was the highest.

1.15 “Good Reason” has the meaning set forth in the Agrent.

1.16  “Joint and 50% Survivor Annuityfneans an annuity payable for the life of the Emeégyand, if the Employee predece
his spouse, his Surviving Spouse shall receivedaaed benefit payable for her lifetime. The SungvSpouses benefit is the Actuari
Equivalent of a straight life annuity of 50% of tBeployee’s benefit payable to a woman the sameaglkee Employee at his death.

1.17  “SERP” means the Supplemental Employee Retiremlant P

1.18 “Supplemental Plan Benefit” means the benefit plyabaccordance with the SERP.

1.19  “Surviving Spouse” means the person to whom the IByee is legally married on his date of death.

1.20 “Termination for Cause” or “Cause” has the mearsagforth in the Agreement.

1.21  “Years of Credited Service” means a twelve (12)semutive month period commencing on execusiveffective date «
employment and any subsequent twelve (12) consecatonth period commencing on an annual anniverssyich employment date. P
and authorized leaves of absence do not causeat breconsecutive employment periods. Years ofdifed Service shall be utilized -

purposes of determining eligibility for Normal aB@rly Retirement, vesting percentages, and forutaicg the Supplemental Plan Beni

In the normal course of employment, service dmaltredited in accordance with the following schedu

If termination from the Company occurs on @r Years of Credited Service
after




April 2, 2004 2
April 2, 2005 4
April 2, 2006 6
April 2, 2007 8
April 2, 2008 10
April 2, 2009 11
April 2, 2010 12
April 2, 2011 13
April 2, 2012 14
April 2, 2013 15

In the event Employee is granted Years of Credi#tedvice in accordance with Section 3.6 or 3.7, esacih Year of Credited Serv
shall be treated as two (2) years in accordanclke thié above schedule until Employee has accrudtherbeen deemed to accrue ten
Years of Credited Service. Thereafter, each aufdtiyear shall be treated as one (1) Year of @rddservice to a maximum of fifteen (

Years of Credited Service.

SECTION 2
ELIGIBILITY TO PARTICIPATE

Only the Employee shall be eligible to participatgehe SERP. In the event Employee elects a &widt50% Survivor Annuity at
predeceases his Surviving Spouse, she shall aitioipate as a beneficiary until her death. If Hoyee is Terminated for Cause, Empla

shall forfeit all rights to a Supplemental Plan Bfn

SECTION 3
ELIGIBILITY FOR AND AMOUNT OF BENEFITS

3.1 Normal Retirement BenefitThe Normal Retirement Benefit of the Employee up@aattainment of his Normal Retirem

Date shall be a Supplemental Plan Benefit equab% of Final Average Compensation payable as & daoith50% Survivor Annuity.

3.2 Early Retirement BenefitThe Early Retirement Benefit of the Employee whktaias his Early Retirement Date shall &

Supplemental Plan Benefit payable as a Joint aftl SOrvivor Annuity equal to 25% of Final Averager@uensation multiplied by

a) the ratio of Years of Credited Service at his E&etirement Date to 15; times

b) the Early Retirement Factor.

3.3 Late Retirement Benefit The Late Retirement Benefit of the Employee Idhalthe Supplemental Plan Benefit calculate

set forth in Section 3.1 above and based on hial Rimerage Compensation as of his Late Retiremexé D

3.4 Disability . In the event the Employee incurs a Disabilitye Employee will receive a benefit calculated asfeth in



Section 3.1 above. For purposes of calculating-mal Average Compensation, the EmplogeBase Salary as in effect
his date of termination shall be used as his Basarypfor Employees deemed additional Years of Credited Service amdépplicable Annuz

Bonus shall be used as his bonus for such additiéears of Credited Service.

3.5 Death Prior to Termination of Employmentif the Employee dies after he is eligible for Barly or Normal Retireme

Benefit, but prior to termination of employment lwithe Company, his Surviving Spouse, if any, shallentitled to a Supplemental F
Benefit determined in accordance with Section 3ntl 8.2 based on the EmployseYears of Credited Service and Final Avel
Compensation as of his date of death. The Sunyi@pouse shall receive the Surviving Sposisgenefit under a Joint and 50% Surv

Annuity as if the Employee had retired on his dd#tdeath.

3.6 Termination without Cauself the Employee incurs a termination for reasotienthan Cause, the Employee will be tre

for purposes of the SERP as having five (5) add#iorears of Credited Service with the Companyr [parposes of calculating his Fi
Average Compensation under the SERP, the Emplogsse Salary as in effect on the date of Empla/émination shall be used as
Base Salary for Employee’s deemed additional Ye&Gredited Service and the Employgé&pplicable Annual Bonus shall be used a:

bonus for such additional fiscal Years of CrediBsalvice.

3.7 Change in Controllf the Employee incurs a termination for reasotier than Cause at any time during the ywear perio

following a Change in Control or he shall volunitaterminate his employment with the Company foro@@&eason at any time during the
year period following a Change in Control, the Eoygle shall be treated for purposes of the SERPaesidn five (5) additional Years
Credited Service with the Company. For purposesabtulating his Final Average Compensation undher $SERP, the EmployeeBas
Salary as in effect on the date of terminationfdrigher, as of the date immediately precedingG@nge in Control, shall be used as his
Salary for Employee’s deemed additional Years afdted Service, and the Employe&pplicable Annual Bonus shall be used as his &

for such additional Years of Credited Service.

SECTION 4
VESTING

The Employees Supplemental Plan Benefit will become 100% veafest ten (10) Years of Credited Service. Ndtstianding thi
the Employees benefit becomes 100% vested under the termsiofitticle, no payment of the benefit may be madéess and until t

Employee retires from employment with the Compatigs or becomes disabled as contemplated in Segon

SECTION 5
FORM AND COMMENCEMENT OF BENEFITS

5.1 Form of Benefits Supplemental Plan Benefits payable to the Enga#ayr Surviving Spouse pursuant to Section 3 m

paid in any annuity form that is the Actuarial Beplent of the Supplemental Plan Benefit payabla dsint and 50% Survivor Annuity.
addition, the Employee may elect a lump sum distidm of his Supplemental Plan Benefits calculadgsdthe Actuarial Equivalent of |
Normal Retirement Benefit. His election of an optl form of benefit must be in writing and mustrbeeived by the Company no later t
twelve (12) months prior to the date on which htualty begins to receive the benefit. If not reeei by said date, any such election
have no effect. Should there be a final deterronaty a court of competent jurisdiction or throumybinding agreement or settlement, pric

the receipt of all benefits hereunder, that a syset election to defer is a violation of the constive receipt doctrine or any other le



doctrine or theory which would preclude the contidweferral of recognition of income, then thisyismn will be null an

void, and the Employee will be deemed to have etkatlump sum benefit as the form of distributiffeaive as of such final determination.

5.2 Commencement

a) The Employee shall commence receipt of a Supplesmhdétiain Benefit upon his retirement from the Cony

beginning on one of the following dates:

1) “Normal Retirement Date Which is the first day of the month coincident withnext following the mon

in which Employee terminates from the Company hgifteen (15) Years of Credited Service or, iEla attainment of age sixty (60),

2) “Early Retirement Date,Which is the first day of any month coincident withnext following the mon

in which the Employee terminates from the Compaawirg at least ten (10) Years of Credited Senace]

3) “Late Retirement Date,which is the first day of the month coincident withh next following th

Employee’s termination of employment with the Compafter his Normal Retirement Date.

(b) The Employee shall commence receipt of a Supplesh®fdn Benefit upon incurring a Disability uponathwoulc
have been Employeg’Normal Retirement Date if he had continued tokwfor the Company but for such Disability until sudate. If th
Employee recovers from a Disability prior to commement of receipt of a benefit, and the Employeesdaot return to work for tl
Company, or if the Employeg’period of Disability ceases by reason of deatbrgp commencement of a benefit, employment wité
Employer will be deemed terminated as of the dageobvery or death and in such event the Employe&uoviving Spouse, as the case |

be, will be entitled only to the benefit otherwm®vided under Sections 3 and 5.

(c) The Employee shall commence receipt of a Supplaeh&iain Benefit upon a termination for reasons rother

Cause at his Early, Normal or Late Retirement Date.

(d) The Employee shall commence receipt of a Supplesh@ian Benefit upon a Termination for reasons rothar
Cause within the two (2) year period following aa@ige in Control or upon termination of his emplopti®r Good Reason during such |

(2) year period at this Early, Normal or Late Ratient Date.

(e) The Surviving Spouse shall commence receipt ofiat 2md 50% Survivor Annuity on the first day oktimontt
following the Employees death provided that no such benefit shall commeh&mployee has prior to his death received aplusan

distribution of the Supplemental Plan Benefit.

(f If the Agreement requires that Employee effectwateelease prior to commencement of payments, imgjulolui

not limited to Supplemental Plan Benefits, therhstgmjuirement must also be met prior to commenceéofgrayments under this Section 5.

SECTION 6
AMENDMENT AND TERMINATION

The SERP may be amended or terminated only by tingiisigned by both the Company and Employee. SERP is based on 1



current provisions of the law applicable to suchety of plan. If there is a material change inléve, the Company will work wit

Employee in good faith to provide a comparable péing into account any such changes in the law.

SECTION 7
MISCELLANEOUS

7.1 No Effect on Employment Rights Nothing contained herein will confer upon the ffoyee the right to be retained in

service of the Company nor limit the right of then@pany to discharge or otherwise deal with the Byg® without regard to the existenc
the SERP.

7.2 Funding. The SERP at all times shall be unfunded such Su@plemental Plan Benefits shall be paid soledynf the
general assets of the Company. Neither the Emplogedis Surviving Spouse shall have any intemesiny particular assets of the Comg
by reason of the right to receive a benefit untdber SERP and the Employee or his Surviving Spouak lsave only the rights of a gene
unsecured creditor of the Company with respecntorights under the SERP. Nothing contained inSB€&RP shall constitute a guaranty

the Company or any other entity or person thaadsets of the Company will be sufficient to pay bagefit hereunder.

7.3 Administration. The Compensation Committee shall administer tiBRS The Compensation Committee shall be en
to rely conclusively upon all tables, valuationsrtificates, opinions and reports furnished by antuary, accountant, controller, counse
other person employed or engaged by the Comparmyregpect to the SERP.

7.4 Disclosure. The Employee shall be a signatory to and shed#tive a copy of the SERP.

7.5 State Law. The SERP is established under and will be coedtiaccording to the laws of the State of Tennedsethe

extent that such laws are not preempted by ERISRvalid regulations published thereunder.

7.6 Spendthrift ProvisionsNo benefit payable under the SERP will be subjeciny manner to anticipation, alienation, ¢

transfer, assignment, pledge, encumbrance, or ehanigr to actual receipt thereof by the payeey Attempt so to anticipate, alienate,
transfer, assign, pledge, encumber or charge frisuch receipt will be void. The Company will i@ liable in any manner for or subjec
the debts, contracts, liabilities, engagementsouds tof any person entitled to any benefit under 8£RP. The amounts payable under

SERP will be exempt from the claims of the Empldyegeditors to the fullest extent permitted by law

7.7 Incapacity of Recipient In the event the Employee or Surviving Spousdeidared incompetent and a conservator or

person legally charged with the care of his permwoanf his estate is appointed, any benefits unkerSERP to which such person is ent
shall be paid to such conservator or other persgally charged with the care of this person ordsitate. Except as provided above in
paragraph, when the Compensation Committee irolesdiscretion, determines that a Employee or SingiSpouse is unable to manage
or her financial affairs, the Compensation Comreitteay direct the Company to make distributions tlulg authorized person for the ben

of such Employee or Surviving Spouse.

7.8 Unclaimed Benefit The Employee shall keep the Compensation Comenittformed of his current address and the ct
address of his spouse. The Compensation Comrsitenot be obligated to search for the whereabofiany person. If the location of
Employee is not made known to the Compensation Gteerwithin three (3) years after the date on Wwhaoy payment of the Employae’

Supplemental Plan Benefit may be made, payment lmeagnade as though the Employee had died at theofetice threeyear period. |



within one additional year after such thngsar period has elapsed, or, within three yearsr dfie actual death of
Employee, the Compensation Committee is unabledaté any Surviving Spouse of the Employee, thenGbmpany shall have no furtl
obligation to pay any benefit hereunder to such IByee or Surviving Spouse or any other person arudh denefit shall be irrevocal

forfeited.

7.9 Limitations on Liability. Notwithstanding any of the preceding provisiofithe SERP, except for payment of Supplem:

Plan Benefits due under the SERP by the Compaiithenehe Company nor any individual acting as gerd of the Company or as a men
of the Compensation Committee shall be liable toEmployee, Surviving Spouse or any other persparg claim, loss, liability or exper

incurred in connection with the SERP.

7.10 Claims ProcedureThe Compensation Committee has full discretion #red exclusive right to determine eligibility

benefits under the SERP pursuant to its terms. ddiermination of the Compensation Committee may be appealed to the Board

Directors.

7.11  No Enlargement of RightsThe Employee will have no right to or interesiiny portion of the SERP except as specifi
provided in the SERP.

7.12  Withholding for Taxes. Payment under the SERP will be subject to wittiimg) for payroll taxes as required by |

including state and federal income taxes and Fl&d&s.

7.13  All Prior Agreements Superseded@he SERP, as set forth in this document, is iredni provide the benefit describec
Exhibit A of the Agreement. As such, the Agreemamd the SERP should be read together to deterarnmmoyees rights to a Supplemen
Plan Benefit. The Agreement and the SERP constitié sole and complete understanding between dhep@ny and the Employee w
respect to all issues arising from the Compampligation under the Agreement. Except with eespo the terms of the Agreement, the S
replaces and supersedes all previous written doctsnaad all oral agreements, of any nature wha&speegarding the Comparsybbligatior
to provide such supplemental retirement benefitst (bnly such benefits) to the Employee, and the leyge has indicated t

acknowledgement of said fact by signing this age@m the space below.

IN WITNESS WHEREOF Dollar General Corporation hasised this Supplemental Employee Retirement Plée &xecuted by i
authorized officer this 23 day of April, 2003, to be effective as of April 2003.

DOLLAR GENERAL CORPORATION

By: /s/ Melissa J. Buffington

Its: SVP, HR and Strategic Planning

“EMPLOYEFE”"

/s/ David A. Perdue
David A. Perdue

Witnessed By: /s/ S. Lanigan







DOLLAR GENERAL CORPORATION
RESTRICTED STOCK AGREEMENT

This Agreement is made and entered into as of tite day of April, 2003, by and between DOLLAR GENEE
CORPORATION, a Tennessee corporation (the “Compgiayid DAVID A. PERDUE, Chief Executive Officer of tli@ompan
(the “Employee”).

WHEREAS , the Company has agreed to grant to the Emplogerdy-Eight Thousand Eight Hundred Si¥iwe
(78,865) shares of restricted Company common sftlo& “Restricted Stock™)pursuant to the terms of an Employn
Agreement, dated as of April 2, 2003, by and betwtbe Company and the Employee (the “EmploymeneAgrent”); and

WHEREAS , the agreement to grant the Restricted Stock waatarial inducement to the Employs&ntering into tr
Employment Agreement; and

WHEREAS , the Employment Agreement contemplates the exatutf an agreement evidencing the Restricted ¢
grant; and

WHEREAS , although the Restricted Stock is not being gmhniader or pursuant to the Compayl998 Stoc
Incentive Plan (the “Plan”the terms of such Plan shall apply to the Restli@®mck to the extent such Plan terms do not cx
with the terms of the Employment Agreement.

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

(1) Grant of Restricted StockThe Company hereby grants to the Employee onldke hereof, out of the Compaay’
authorized and unissued shares, Seventy-Eight BimouBight Hundred Sixt{rive (78,865) shares of Restricted Stock, subja
all the restrictions, limitations and other ternm&l grovisions of the Employment Agreement, the Rtately to the extent su
terms do not conflict with the terms of the Emplamh Agreement) and this Agreement. The Companyl slaaise suc
Restricted Stock to be issued by the Comparsgock transfer agent who will release such Raetti Stock to the Employ
solely upon the written instructions of the Compaiihe Company shall maintain physical custody o tertificate(s
representing the Restricted Stock.

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

(3) Vesting. Except as may be provided in the Employment Agrent in cases of death, Disability (as define
the Employment Agreement) or termination of empleyt) the Restricted Stock, subject to all the i&&ins, limitations an
other terms and provisions of the Employment Agreetnthe Plan and this Agreement, shall vest aadrigstrictions shall lap
in accordance with the following schedule:

Number of Shares Vesting Date
15,773 April 2, 2004
15,773 April 2, 2005
15,773 April 2, 2006
15,773 April 2, 2007
15,773 April 2, 2008

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

(5) Agreement Subject to Employment Agreement and Plahis Agreement does not undertake to expre:




conditions, terms and provisions of the Employnmgiteement and the Plan. The grant of the Restristedk i
subject in all respects to all of the restrictiolisjtations and other terms and provisions of Bmployment Agreement and -
Plan, each of which, by this reference, are incafsal herein to the same extent as if copied vienbM/here the terms of t
Plan conflict with the terms of the Employment Agmeent, the terms of the Employment Agreement dalern and tal
precedence in all cases. The Company and the Eeplogreby acknowledge, confirm and agree that éstrited Stock is n
granted under or pursuant to the terms of the Rtahthe terms of the Plan shall govern the Restti&tock as provided her
solely as a contractual convenience.

(6) Tax Withholding and Section 83(b) Election#t the time the Employee shall become subjededieral incom
taxation with respect to the Restricted Stock (redlyrupon vesting, unless the Employee files astada under Section 83(b)
the Code), the Employee shall pay to the Compaewthount of any Federal, state, local and othestagquired to be withhe
by the Company with respect to the Restricted Sttidkie Employee files an election under Secti@(bd of the Code with tt
Internal Revenue Service to include the fair maskaue of any shares of Restricted Stock in grassme while they are st
subject to the Restrictions, the Employee shalimotly furnish to the Company a copy of such elactibhe Company may ma
such provisions and take such steps as it may desmssary or appropriate for the withholding ofRateral, state, local a
other taxes required by law to be withheld uponviésgting of the Restricted Stock.

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

IN WITNESS WHEREOF, the parties have executedAlgiseement effective as of the day and year firsivabwritten.

DOLLAR GENERAL CORPORATION

By: /s/ Melissa J. Buffington

Name: Melissa J. Buffington

Title: Sr VP, HR and Strategic Planning

DAVID A. PERDUE

/s/ David A. Perdue




DOLLAR GENERAL CORPORATION
NONQUALIFIED STOCK OPTION AGREEMENT

This Agreement is made and entered into as of tiee day of April, 2003, by and between DOLLAR GENEE
CORPORATION, a Tennessee corporation (the “Compgiayid DAVID A. PERDUE, Chief Executive Officer of tli@ompan
(the “Employee”).

WHEREAS , the Company has agreed to grant to the Employpeeption to purchase 500,000 shares of Com
common stock (the “Common Stockpursuant to the terms of an Employment Agreemesttiedias of April 2, 2003, by a
between the Company and the Employee (the “Employigreement”); and

WHEREAS , the agreement to grant the option was a matémdlicement to the Employee’entering into tr
Employment Agreement; and

WHEREAS , the Employment Agreement contemplates the exatuwif an option agreement evidencing the o}
grant; and

WHEREAS , although the option is not being granted undgyusuant to the Comparsy1998 Stock Incentive Plan (
“Plan”), the terms of such Plan shall apply to the optiorih® extent such Plan terms do not conflict wite tarms of th
Employment Agreement.

NOW, THEREFORE , for and in consideration of the premises androgoed and valuable consideration, including
services to be rendered to the Company by the Braplahe Company does hereby grant an option t&thployee, and tt
Employee accepts such option, on the following teamd conditions:

(1) Grant of Option and Option Price The Company hereby grants to the Employee thiet iand option (tr
“Option”) to purchase out of the Compasyauthorized and unissued shares, all or any panecnumber of shares of Comn
Stock herein set forth, at the exercise price paresherein set forth, subject to all the restritdi limitations and other terms
provisions of the Employment Agreement, the Plamlefg to the extent such terms do not conflict witte terms of tr
Employment Agreement) and this Agreement:

Number of shares covered by this Option: 500,000

Exercise price per share: $12.68

(2) Term of Option. This Option is not exercisable after the exjprabf ten (10) years from April 2, 2003, the ¢
on which the Option was granted by the Compangbard of Directors, subject to earlier terminati@s provided in tt
Employment Agreement or the Plan.

(3) Vesting and Exercisability Except as may be provided in the Employment Agrent in cases of dee
Disability (as defined in the Employment Agreememt)termination of employment, or in the Plan irses of Retirement (
defined in the Plan), this Option, subject to &k trestrictions, limitations and other terms andvions of the Employme
Agreement, the Plan and this Agreement, shall aedtbecome exercisable in accordance with theviolip schedule:

Number of Shares Vesting Date
166,666 April 2, 2005
333,334 April 2, 2006

4) Non-transferability. This Option is not transferable by the Employdleer than to a member of Employge’
Immediate Family (as defined in the Plan) or attfasthe benefit of Employee or a member of hisrlediate Family (as defin
in the Plan), or by will or the laws of descent aligtribution, or as otherwise provided from tinodtitme in the Plan.

(5) Agreement Subject to Employment Agreement and Plahis Agreement does not undertake to expre:
conditions, terms and provisions of the Employm&gteement and the Plan. The grant, and any exerofsthis Option i
subject in all respects to all of the restrictiolimmjtations and other terms and provisions of Employment Agreement and °
Plan, each of which, by this reference, are incat@al herein to the same extent as if copied vienb&here the terms of t
Plan conflict with the terms of the Employment Agmeent, the terms of the Employment Agreement giallern and talk
precedence in all cases. The Company and the Emplogreby acknowledge, confirm and agree that fit®@®is not grante
under or pursuant to the terms of the Plan andtehas of the Plan shall govern the Option as pmeditierein solely as
contractual convenienc




(6) Acceptance of Option The Employee hereby accepts this Option sultgeetl the restrictions, limitations a
other terms and provisions of the Employment Agreetythe Plan and this Agreement.

IN WITNESS WHEREOF, the parties have executedAlgiseement effective as of the day and year firstvabwritten.

DOLLAR GENERAL CORPORATION

By: /s/ Melissa J. Buffington

Name: Melissa J. Buffington

Title: Sr VP, HR and Strategic Planning

DAVID A. PERDUE

/s/ David A. Perdue




RESIGNATION AGREEMENT

For good and valuable consideration, the partiestbegree that, pursuant to that Executive Empymgreement
(the “Employment Agreement”) entered November I)2between Donald S. Shaffer (“Executive”) andi@o
General Corporation (the “Company”), Executivedigrresigns from his position as President andf@yperating
Officer of the Company, effective May 7, 2003.

The Company acknowledges and agrees that Executiegignation shall be considered a “Retirementieathe
Company’s Employee Stock Incentive Plan and carieta Post-Transition Resignation as defined ati@e8(d) of
the Employment Agreement. Assuming Executive’scaken of a Settlement Agreement, General Releade a
Covenant Not to Sue in the form of Addendum A ® BEmployment Agreement (“Settlement Agreementghsu
resignation triggers the severance obligationgeefed in Section 9 (b)(i—vi) of the Employment égment.

In addition, pursuant to Paragraph 9(b)(vi) of Bmeployment Agreement, and assuming execution oSttdement
Agreement, Executive and Company agree that, ihiwil8 months of May 7, 2003, Executive movesrégdence
more than 100 miles from Nashville,Tennessee, Comphall, at Executive’s election, (a) reimburseéigive’s
closing costs related to any new home purchasty apnaximum amount equal to two percent (2%) efgtirchase
price of such new home, and reimburse his docurdesxpenses reasonably related to such changeidémnes up to
maximum amount of $55,000 (excluding the closingteoeferenced above); OR (b) purchase ExecutiNashville
residence (515 Westview Avenue) for $2,500,000.

Assuming execution of the Settlement Agreement,iatiéu of the written notice referenced in Paggur 8(c)(ii) of
the Agreement, Company will pay Executive a lumm aayment equal to 30 days of his base annualydalss
applicable deductions. Such payment shall be meategily upon the expiration of seven days afterdttiee’s
execution of the Settlement Agreement.

So agreed, this  day of May, 2003.

Executive Company
/s/ Donald S. Shaffer /s/ David A. Perdu
Donald S. Shaffer David A. Perdu

Chief Executive Officer
Dollar General Corporation



Memorandum

To: Don Shaffei

CC: David A. Perdu
From:Susan S. Laniga
Date: 5/7/2003

Re:  Harpeth Hall School Payme

Don —

This will confirm Dollar General Corporation’s contment to you, contingent upon your execution @& th
Settlement Agreement, General Release and CovBlmid Sue attached to your November 12, 2002
Employment Agreement, and for other valuable caersitiion. To wit:

If, prior to the beginning of the 2003-2004 Harpkidll School year, you and your family move younmry
residence at least 100 miles from Nashville, Teseesnd your daughter does not begin her 2003-2004
school year at Harpeth Hall, and

If, as a result, you are unable to obtain a refinghy tuition deposits you have paid for the 2Q084
Harpeth Hall School year and/or you are unavoidaddyired to pay additional tuition,

Then Dollar General Corporation will reimburse youany such unrecoverable or unavoidable paymenpts,
to $13,500.

/s/ Susan S. Lanigan
Susan S. Lanigan
Vice President, General Counsel




CERTIFICATION
Pursuant to 18 United States Code Section 1350

The undersigned hereby certifies that to his kndgéethe Quarterly Report on Form QOfor the fiscal quarter end
May 2, 2003 of Dollar General Corporation (the “Gmany”) filed with the Securities and Exchange Commissio
the date hereof fully complies with the requirensenit section 13(a) or 15(d) of the Securities ExgjfeaAct of 193
and that the information contained in such repantyf presents, in all material respects, the faiancondition an
results of operations of the Company.

/s/ David A. Perdue

Name: David A. Perdue

Title: Chief Executive Officer
Date: May 29, 2003




CERTIFICATION
Pursuant to 18 United States Code Section 1350

The undersigned hereby certifies that to his kndgéethe Quarterly Report on Form QOfor the fiscal quarter end
May 2, 2003 of Dollar General Corporation (the “Gmany”) filed with the Securities and Exchange Commissio
the date hereof fully complies with the requirensenit section 13(a) or 15(d) of the Securities ExgjfeaAct of 193
and that the information contained in such repantyf presents, in all material respects, the faiancondition an
results of operations of the Company.

/s/ James J. Hagan

Name: James J. Hagan
Title: Chief Financial Officer
Date: May 29, 2003




