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34,100,000 Shares

Common Stock

$21.00 per share

We are offering 22,700,000 sharesusfcommon stock and the selling shareholder nam#ds prospectus is offering 11,400,000
shares. We will not receive any proceeds from #ie af the shares by the selling shareholder.

This is an initial public offering oir common stock. Since July 2007 and prior te tiffering, there has been no public market for
our common stock. Our common stock has been apgravdisting on the New York Stock Exchange untter symbol "DG."

Investing in our common stock involves a high degeeof risk. See "Risk Factors" beginning on page 1af this prospectus to
read about factors you should consider before buytshares of our common stock.

Neither the Securities and Exchangmmfission nor any state securities commission ppso&ed or disapproved of these securities
or passed upon the adequacy or accuracy of thgppotus. Any representation to the contrary israical offense.

Per Share Total
Initial price to public $ 21.0C $716,100,00
Underwriting discoun $ 1.207¢ $ 41,175,75
Proceeds, before expenses, to Dollar General Catipc  $ 19.792! $449,289,75
Proceeds, before expenses, to the selling shamt $  19.792! $225,634,50

To the extent that the underwritesié more than 34,100,000 shares of common stoekutiderwriters have the option to purchas
to an additional 5,115,000 shares from the seBimgreholder at the initial offering price less timelerwriting discount.

The underwriters expect to deliver #hares against payment in New York, New York oabmut November 18, 2009.

Joint Book-Running Managers
Citi Goldman, Sachs & Co. KKR

BofA Merrill Lynch J.P. Morgan



Co-Managers

Barclays Capital Wells Fargo Securities Deutsche Bank Securitie: HSBC

Prospectus dated November 12, 2009.
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You should rely only on the information contained i this prospectus or in any free writing prospectughat we authorize be
delivered to you. Neither we nor the underwriters lave authorized anyone to provide you with additionbor different information. If
anyone provides you with additional, different or nconsistent information, you should not rely on itWe and the underwriters are not
making an offer to sell these securities in any jusdiction where an offer or sale is not permittedYou should assume that the
information in this prospectus is accurate only a®f the date on the front cover, regardless of tharhe of delivery of this prospectus or
of any sale of our common stock. Our business, prpects, financial condition and results of operatios may have changed since that
date.
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PROSPECTUS SUMMARY

This summary highlights significant aspects of lousiness and this offering, but it is not compéetd does not contain all of the
information that you should consider before makiogr investment decision. You should carefully résedentire prospectus, including the
information presented under the section entitledKRactors" and the historical and pro forma firtaéal data and related notes, before
making an investment decision. This summary confainvardiooking statements that involve risks and uncetiaén Our actual results me
differ significantly from the results discussedtie forward-looking statements as a result of darfactors, including those set forth in "Risk
Factors" and "Special Note Regarding Forw-Looking Statements."

Our Company

We are the largest discount retailer inUingted States by number of stores, with 8,57 7estéwcated in 35 states as of July 31, 2009,
primarily in the southern, southwestern, midwesterd eastern United States. We offer a broad safect merchandise, including
consumable products such as food, paper and ctpaniniucts, health and beauty products and petissppnd non-consumable products
such as seasonal merchandise, home décor and itenast apparel. Our merchandise includes highitgurational brands from leading
manufacturers, as well as comparable quality peibaands selections with prices at substantiabdists to national brands. We offer our
customers these national brand and private braodlipts at everyday low prices (typically $10 os)es our convenient small-box (small
store) locations. From 1968 through the end of 20@8grew our store base from 215 in 13 states362in 35 states and grew our annual
sales from $40 million to $10.5 billion, which regents compound annual growth rates of 9.6% ar@¥d 4espectively.

Our Business Model

Our compelling value and convenience pritfposhas driven our same-store sales growth régssf economic conditions. Our small-
box stores (averaging approximately 7,000 squa® &d our attractive store economics lead tangtreturns on investment and, we beli¢
provide ample opportunity for growth. These elersembine for a profitable business model with vageeal allowing us to be successful
in varied markets. The fundamentals of our modeleer follows:

Our value and convenience propositionOur proposition to consumers isSave time. Save money. Every day¥ deliver on
that pledge with convenient locations, a time-sgghopping experience and everyday low prices atity§ibasic merchandise. Our
well-situated neighborhood locations drive custotogalty and trip frequency and make us an attvacaiternative to large discount
and other big box (large store) retail stores.

Our consistent growth: We are now in our 28 year of consecutive annual same-store sales groMetbelieve this success is
driven by our necessity-weighted product mix arelgtrength of our value and convenience proposibioth of which attract
consumers in all economic environments. We exgegtdombination will continue to provide a foundatifor profitable same-store
sales growth.

Our store economics: Our store economics are based on low capital invest to open stores, rapid sales increases after
opening, consistent sales volumes in mature storddow ongoing operating costs, which togetheultés an attractive return on
capital. Our new stores are typically cash flowithes in their first year, generally pay back capin under two years, and, we belie
deliver attractive returns relative to our commett
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Our History

J.L. Turner founded our Company in 1939.as Turner and Son, Wholesale. We opened ourditse in 1955, when we were
incorporated as a Kentucky corporation under theend.L. Turner & Son, Inc. We changed our namedtald General Corporation in 1968
and reincorporated in 1998 as a Tennessee comuor&lur common stock was publicly traded from 1868l July 2007, when we merged
with an entity controlled by investment funds adfied with Kohlberg Kravis Roberts & Co., L.P.,KKR. We are now a subsidiary of Buck
Holdings, L.P., a Delaware limited partnership coltéd by KKR. Following completion of this offergn Buck Holdings, L.P. will
beneficially own approximately 89.5% of our outstang common stock (or approximately 88% if the umdéers exercise their option to
purchase additional shares in full). Our 2007 meegel the related financing transactions descritezdin are collectively referred to in this
prospectus as the "Merger Transactions." See "iPehand Selling Shareholders" and "Descriptiofnaiebtedness.”

Progress Since our 2007 Merger

Strengthening our management team hasdreeof our top priorities since our 2007 mergerddnuary 2008, we hired Richard W.
Dreiling, who has 39 years of retail experiencesdove as our Chief Executive Officer. Including. Wreiling, we have added or replaced
eight executives at the Senior Vice President levéligher in our core merchandising and distrifmufiunctions and in key support roles
including human resources, finance and informatt@mnology.

Ensuring superior execution of our operapniorities is one of our key strategic goals. ©@perating priorities include: driving
productive sales growth; increasing gross mard@v&raging process improvements and informatiohrtetogy to reduce costs; and
strengthening and expanding Dollar General's aailtdir'serving others." Since our 2007 merger, oanagement team has focused on
executing against these priorities, making a nunobspecific operational improvements in merchaingisprivate brand development, store
operations, real estate and expense managememplesaof our progress since our 2007 merger include

Merchandising

Optimized our product assortment through ratiomailan of stock keeping units, or SKUs
Improved product adjacencies and enhanced prodeseptation standards

Introduced key new products and categories

Implemented new markdown strategies

Added new product fixtures

Private Brand

. Implemented new private branding strategy
. Improved quality standards and updated packaging
. Introduced approximately 600 net new private brisechs

Store Operations

. Instituted a "model store" program

. Lowered store manager turnover

. Customized store hours

. Significantly reduced inventory shrink rate

. Further refined store work processes

Real Estate

. Implemented more sophisticated store site selection
. Enhanced our new real estate vetting processes
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. Improved our efforts in renegotiating lease termd eemodels and relocations
. Opened 207 new stores and remodeled or relocatedtdfes in 2008

Expense and Working Capital Management

Instituted a process to mine for cost reduction

Pursued a variety of cost-reducing distribution aladsportation initiatives
Implemented energy and waste management initiatives

Improved inventory turns

These initiatives, along with more stringkeusiness processes, have improved our operatihdirmancial performance since our 2007
merger and we believe have laid the foundatiorofgoing improvement. We generated strong salesthrofrl0.1% in 2008, including
annual same-store sales growth of 9.0%. For teeHalf of 2009, our total sales growth was 13.B#luding same-store sales growth of
10.8% following 7.8% same-store sales growth infitts¢ half of 2008. These initiatives also allowesito expand our gross profit margin to
29.3% in fiscal 2008, up from 27.3% for the 200&@dacessor period and 28.2% for the 2007 successiodpand 31.0% in the first half of
2009 as compared to 28.9% in the first half of 2008 had net income of $108.2 million for the fidcal year 2008 and $176.6 million for
the first half of 2009, compared to $33.6 milliar the first half of 2008. Since our 2007 mergeg, lvave reduced our total outstanding long-
term obligations by $539.8 million but remain higléveraged, with $4.1 billion of total outstandilegg-term obligations as of July 31, 20

Industry Overview

We compete primarily in the U.S. marketliasic consumer packaged goods in categories ingldidod, beverages, health and beauty
care, paper products, pet supplies and other gemerahandise, including basic apparel and homdymis. These categories encompass
of the everyday needs of consumers. According &ds¥h Homescan Panel data, the U.S. market foe ghreslucts is approximately
$843 billion, and grew at an average annual graatth of 2.8% between 2001 and 2008. Nielsen HomeBeael data indicates that sales in
the discount retail channel grew at an averageamate of 4.6% during the 2001-2008 period, ingigdan increase in customer trips,
whereas total customer trips for the overall corsupackaged goods market declined during the 20@Ligh 2008 period. Our current share
of the $843 billion basic consumer packaged gooalket is only 1.2% which, when coupled with ouraattive value and convenience
proposition, we believe provides substantial oppaty for growth.

Our Competitive Strengths
We believe our key competitive strengttet thill enable us to execute our growth strategjuide:

Compelling Value and Convenience Propositio Our ability to deliver highly competitive pris®n national brand and quality private
brand products in convenient locations and our @asyd out shopping format provide a compellingmiing experience. Our sloganSave
time. Save money. Every daglimmarizes our appeal to customers. We believalulity to effectively deliver both value and comvence
distinguishes us from many of our competitors diahe us to succeed in small markets, as well ggafitably coexist alongside larger
retailers in more competitive markets.

We are in our 20th consecutive year of satoee sales growth. This growth, regardless ohentc conditions, suggests that we have a
less cyclical model than most retailers and, weeke| is a result of our strong value and converggmroposition. Our research indicates that
the vast majority of new and existing customers ptacontinue shopping with us after the econonegpvers from the current recession.
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Attractive Store Economics. Our typical locations involve a modest, noldribuilding design, which helps keep our coststingdty
low. When coupled with our new stores' ability engrally deliver positive cash flow in the firstayethis low capital expenditure requirem
typically results in pay back of capital in undeotyears. Moreover, the financial performance cérgly-opened stores appears to be
outpacing many of our existing stores, which wedwel is a result of significant enhancements toreat estate processes. Our ability to
continue to achieve these results depends on duy Bble to find and secure new store locationsriteet our defined real estate
requirements.

Substantial Growth Opportunities. We believe we have substantial growth oppotiesmthrough both improved profitability of
existing stores and new store openings. We araijmgs. number of initiatives to drive same-storlesgrowth, increase gross margins and
reduce the operating costs of our existing stose bl addition, we believe we have the long-teateptial in the U.S. to more than double
our existing store base while maintaining or imgngvour return on capital. See "Our Growth Strateigy additional details.

Experienced Management Team with a Provaadk Record. Our experienced senior management team haseaage of 25 years
of retail experience. In total, we have added esgimior executives (Senior Vice President or hiphith significant retail experience since
our 2007 merger, in addition to numerous executatdle Vice President level. Alongside our vetdbatiar General executives, our newly
expanded team has enhanced leadership capalalitiebas made significant progress in developingrmptementing world-class retailing
processes at Dollar General.

Our Growth Strategy

Our long history of profitable growth isuiaded on a commitment to a relatively simple bussnmaodel: providing a broad base of
customers with their basic everyday and househeddls, supplemented with a variety of general meudika items, at everyday low prices in
conveniently located, small-box stores. This susité$usiness model enables growth from threemdisBources, including increasing store
sales, expanding operating profit margins and gngwiur store base.

Increasing Sales. We believe the combination of our necesditiyen product mix and our attractive value profiosiprovide a stron
basis for increased sales. We believe we will cargtito have additional opportunities to increasestare productivity through continued
improvements in space utilization, better in-stpokitions and additional operating and merchandisiitiatives. We are also continuing to
define and improve our store standards and to adjusstore hours to better meet our customerslsi@ed enhance their experience in the
store. Finally, we believe we have significant oppoities available for our relocation and remaogielgrams, which will further drive sales
growth.

Most of our merchandising focus and thenéchanges we have made have centered on iteous @onsumables category, which have
demonstrated strong sales growth as a result.08 2@ are bringing the same focus and intensitutoapparel, home and seasonal
categories. We expect to start realizing the favieranpact from this effort in 2010 although theen be no assurance that our customers will
respond favorably to these changes.

Expanding Operating Profit Margins. We believe that we can build on our recentrgtrinancial results by continuing to enhance our
gross profit and expense reduction initiatives,chtinclude:

. Merchandising. Our new line review processes are resulting iprowed product selection and pricing decisionsrifouting
to our improved gross profit margins despite amease in sales of consumables.

. Sourcing. We believe we have the potential to directly seua larger portion of our products at significeatings to current
costs. We are currently increasing our direct fpredourcing
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efforts, as we believe direct sourcing offers digant opportunity for gross profit margin enhanearnin the future.

. Private Brand. Improving the consistency, quality, appearanaktaeadth of our private brand offerings has yiéloherease:
penetration and higher gross margins, and we irtieiedntinue to drive our private brand penetragjoimg forward. As a
percentage of consumables sales, we increasedephixend penetration from approximately 17% in 2@0@pproximately
21% in the first half of 2009. We expect to expandhese efforts in the future in addition to gheatcreasing the role of
private brands in our non-consumable offerings.

. Inventory Shrink Rate ReductionThe reduction in shrink rate since 2007 has milgneesulted from the focus and relentless
efforts of our field management team and the intobidn of improved indicator metrics at the stoiasgzonjunction with
improved hiring practices and lower store manageraver. We continue to improve and automate orinklindicator tools,
and we believe we have opportunity for further skimprovement.

. Other Cost Reduction EffortsWe continually look for ways to improve our cesitucture and enhance efficiencies throughout
the organization. Cost reduction efforts includentifying additional efficiencies in distributiomd transportation, labor
productivity, store rent reduction, energy manageraad employee retention.

Growing Our Store Base. Based on a detailed, market-by-market analysshelieve we have significant potential to ineeaur
number of stores in existing and new markets. @cemt market analysis suggests there are as mdr®;G30 opportunities, the majority of
which are located in the 35 states where we cuyreperate. Based on the successes of our 2008@0®inew stores, we believe that our
present level of new store growth is sustainahbieife foreseeable future. In addition, we alsodwalithat in the current real estate market
environment there may be opportunities to negot@ter rent and construction costs and to imprénedverall quality of our sites at
attractive rental rates.

Risk Factors

Investing in our common stock involves gah#al risk, and our ability to successfully ogeraur business is subject to numerous risks,
including those that are generally associated witbrating in the retail industry. Any of the fagt@et forth under "Risk Factors" may limit
our ability to successfully execute our businesstet)y. You should carefully consider all of théommation set forth in this prospectus and
particular, should evaluate the specific factotdaeh under "Risk Factors" in deciding whetheirteest in our common stock. Among these
important risks are the following:

. our substantial debt could limit our ability to pue our growth strategy;
. our debt agreements contain restrictions that fimay dur flexibility in operating our business;
. our plans depend significantly on initiatives desid to increase sales and improve the efficienciests and effectiveness of

our operations, and failure to achieve or sustaése plans could affect our performance adversely;
. the current recession and general economic fantaysadversely affect our performance;

. we face intense competition that could limit oun\gth opportunities;
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. our private brands may not achieve or maintain droarket acceptance, which increases the riskswees find

. our planned future growth will be impeded, whichulkkbadversely affect sales, if we cannot open rtewes on schedule.

Our principal executive offices are locatéd 00 Mission Ridge, Goodlettsville, Tennesse@/727 and our telephone number is
(615) 855-4000. Our website addresgnsw.dollargeneral.comThe information on our website is not part osthrospectus.

We use a 52-53 week fiscal year endingherFriday closest to January 31. Fiscal yearsdemtified in this prospectus according to the
calendar year prior to the calendar year in whiedytend. For example, 2008 refers to the fiscat gaded January 30, 2009.

6




Table of Contents

Common stock offered by Dollar Gene
Common stock offered by the selling shareho
Common stock to be outstanding after this offe

Use of proceeds

Underwriters' option

Dividend policy

Monitoring Agreement Fees

The Offering

22,700,000 share
11,400,000 share
340,644,825 share

We estimate that the net proceeds to us from ffésiing, after deducting
underwriting discounts and estimated offering exeshwill be approximately
$445.2 million.

We intend to use the anticipated net proceedsliasvia (1) $229.6 million of the ne
proceeds will be applied to redeem $205.2 millioaggregate principal amount of
our 11.875/12.625% senior subordinated toggle miwes2017 at a redemption price
of 111.875% and (2) the remaining $215.6 millioritef net proceeds will be applied
to redeem $194.9 million in aggregate principal ant®f our 10.625% senior notes
due 2015 at a redemption price of 110.625%. Each sedemption will be made
pursuant to a provision of the applicable indentheg permits us to redeem up to
35% of the aggregate principal amount of such netésthe net cash proceeds of
certain equity offerings. In each case, we will pagrued and unpaid interest on the
notes through the redemption date with cash gesefedm operation:

We will not receive any proceeds from the salehafres of our common stock by the
selling shareholde

The selling shareholder has granted the undensrit€0-day option to purchase up
to 5,115,000 additional shares of our common saticke initial public offering pric

We have no current plans to pay dividends on ommaon stock in the foreseeable
future. However, on September 8, 2009, our Boardirdctors declared a special
dividend on our outstanding common stock of apprately $239.3 million in the
aggregate. The special dividend was paid on Semefrih 2009 to shareholders of
record on September 8, 2009 with cash generated dperations

Upon the completion of this offering, pursuant to monitoring agreement, we will
pay a fee of approximately $64 million from casingmted from operations to KKR
and Goldman, Sachs & Co. (which amount will incladiansaction fee equal to 1%,
or approximately $5 million, of the estimated grpsisnary proceeds from this
offering and approximately $59 million in connectiwith its termination). See
"Certain Relationships and Related Party TransastieRelationships with the
Investor—Monitoring Agreement and Indemnity Agreemet
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Risk Factors

Ticker symbol

Conflict of Interest

You should carefully read and consider the infofaraset forth under "Risk Factor
beginning on page 12 of this prospectus and aéirgtiformation set forth in this
prospectus before investing in our common st

"DG"

Certain of the underwriters and their respectiidiats have, from time to time,
performed, and may in the future perform, varidnaricial advisory, investment
banking, commercial banking and other servicesifofor which they received or w
receive customary fees and expenses. See "UndagtiGoldman, Sachs & Co.
and KKR Capital Markets LLC and/or their respectaffiliates each own (through
their investment in Buck Holdings, L.P.) in exce$40% of our issued and
outstanding common stock, and may therefore be dée¢mbe our "affiliates" and to
have a "conflict of interest" with us within the améng of NASD Conduct Rule 2720
("Rule 2720") of the Financial Industry Regulatéwthority, Inc. Therefore, this
offering will be conducted in accordance with RA®20, which requires that a
qualified independent underwriter as defined inedRI20 participate in the
preparation of the registration statement of whidk prospectus forms a part and
perform its usual standard of due diligence witpeet thereto. See "Conflict of
Interest."

Unless we indicate otherwise or the contegtiires, all information in this prospectus:

. assumes (1) no exercise of the underwriters' optiggurchase additional shares of our common stock(2) the 1 to 1.75
reverse stock split that we effected on October20P9.

. does not reflect (1) 13,419,343 shares of our comstock issuable upon the exercise of 13,419,34&anding stock options
held by our officers and employees at a weightestane exercise price of $8.72 per share as of31yl2009, 4,310,235 of
which were then exercisable and (2) 1,504,642 shafreur common stock reserved for future grantieniour 2007 Stock
Incentive Plan (including certain grants to be mmdemployees and non-employee directors uponffhetiveness of the
registration statement of which this prospectus pgrt or upon the closing of this offering). Owdagd of Directors and our
shareholders approved an increase in the numtsdranés authorized for issuance under our 2007 $haektive Plan to
31,142,858, effective upon the closing of this offg.
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Summary Historical and Pro Forma Financial and Othe Data

Set forth below is summary historical cditaded financial and other data and summary prméoconsolidated financial data of Dollar
General Corporation at the dates and for the peiiidicated. We derived the summary historicakestent of operations data and stateme
cash flows data for the fiscal years or periodgmdicable, ended January 30, 2009, February@8,2luly 6, 2007 and February 2, 2007, and
balance sheet data as of January 30, 2009 anddrgldru2008, from our historical audited consokdhbtinancial statements included
elsewhere in this prospectus. We derived the sumptarsolidated selected financial data for the 2&fvperiods ended July 31, 2009 and
August 1, 2008 from our unaudited condensed cotet@d interim financial statements included elsew/lethis prospectus. We have
prepared the unaudited condensed consolidatedninfimancial information set forth below on the sabmasis as our audited consolidated
financial statements, except for the adoption ate3hent of Financial Accounting Standards No. TH4¢losures about Derivative
Instruments and Hedging Activities, an amendmeRA&B Statement No. 1, and have included all adjustments, consisting ohhormal
recurring adjustments, that we consider necessary fair presentation of our financial positiordaperating results for such periods. The
interim results set forth below are not necessaniijcative of results for the fiscal year endimgpuary 29, 2010 or for any other period.

The summary unaudited pro forma consoldiéiteancial data for the fiscal year ended Febrdarg008 has been prepared to give effect
to the Merger Transactions in the manner descrilbeidr "Management's Discussion and Analysis ofriéig Condition and Results of
Operations—Ynaudited Pro Forma Condensed Consolidated Findnéimation” and the notes thereto. The pro fomdaustments are bas
upon available information and certain assumpttbas we believe are reasonable. The summary ureligdio forma consolidated financial
data are for informational purposes only and dopuoport to represent what our results of operatiactually would have been if the Merger
Transactions had occurred at any date, and sualddatot purport to project the results of opereifor any future period.

Our historical results are not necessanifijcative of future operating results. The infotioa set forth below should be read in
conjunction with, and is qualified in its entirdiy reference to, "Selected Historical Financial @ter Data," "Management's Discussion
Analysis of Financial Condition and Results of Ggiiems," and our consolidated financial statemantsthe related notes included elsewhere
in this prospectus.
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(amounts in millions, excluding number of stores,aling square feet, net
sales per square foot and per share data)

Statement of Operations Data
Net sales
Cost of goods sol

Gross profit

Selling, general and administrative exper
Litigation settlement and related costs,
Transaction and related co

Operating profit

Interest incom:

Interest expens

Other (income) expen:

Income (loss) before income tax
Income tax expense (benel

Net income (loss

Earnings (loss) per share(:
Basic
Diluted
Statement of Cash Flows Data
Net cash provided by (used il
Operating activitie:
Investing activities
Financing activitie:
Total capital expenditure
Other Financial and Operating Data:
Same-store sales growth(
Same-store sales(4
Number of stores included in sa-store sales calculatic
Number of stores (at period er
Selling square feet in thousands (at period
Net sales per square footi
Consumables salt
Seasonal sale
Home products sale
Apparel sale:
Rent expens

Historical Pro Forma Historical
Predecessor Successor Successor
February March 6,
Y 3, 2007 Y Y
Eneéjaerd 2007 through Eneéjaerd En%agd 26 Weeks Ended
February 2, through February 1, February 1, January 30,
July 6, August 1, July 31,
2007(1) 2007(1) 2008(1)(2) 2008 2009 2008 2009
$9,169.6 $3,923.¢ $5571.! $9,495.. $10,457." $ 5,012.¢ $ 5,681.¢
6,801.¢ 2,852.: 3,999.¢ 6,852.! 7,396.¢ 3,561.¢ 3,920.¢
2,368.. 1,071.¢ 1,571.¢ 2,642.¢ 3,061.: 1,451.: 1,761..
2,119.¢ 960.¢ 1,324.! 2,310.¢ 2,448.¢ 1,197.; 1,303.:
— — — — 32.C — —
— 101.¢ 1.2 1.2 — — —
248.% 9.2 246.1 330.¢€ 580.t 253.¢ 458.1
(7.0) (5.0) (3.9) (8.9) (3.1) (2.2) (0.2)
34.¢ 10.2 252.¢ 436.7 391.¢ 200.% 179.2
— — 3.€ 3.6 (2.9) 0.6 (0.7)
220.2 4.C (6.€) (100.9 194.¢ 55.2 279.7
82.4 12.C (1.9 (42.9 86.2 21.€ 103.1
$ 137¢ $ (BOS$ (48 $ (57.9% 108 $ 336 $ 176.€
$ (0.02 $ 03¢ % 0.11 $ 0.5¢€
(0.02) 0.32 0.11 0.5¢
$ 405« $ 201.¢ $ 239. $ 5752 $ 296.5 $ 243¢
(282.0)  (66.5) (6,848.9) (152.6) (30.4)  (107.0
(134.%) 25.2  6,709.( (144.9) (104.7) 0.5
(261.5)  (56.2) (83.6) (205.5) (80.1)  (107.9)
3.2% 2.€% 1.€% 9.C% 7.8% 10.€%
$8,327.. $3,656.t $5,264.: $10,118.! $ 4,830.. $5,518.¢
7,621 7,65t 7,73t 8,15: 7,97¢ 8,22¢
8,22¢ 8,20% 8,19¢ 8,36: 8,30¢ 8,571
57,29¢ 57,37¢ 57,37¢ 58,80: 58,30: 60,43:
$ 16z $ 164 $ 165 $ 18C $ 171 $ 18¢
65.7% 66.7% 66.4% 69.2% 69.4% 71.2%
16.4% 15.4% 16.5% 14.€% 14.1% 13.7%
10.(% 9.2% 9.1% 8.2% 8.5% 7.€%
7.% 8.7% 8.2% 7.% 8.1% 7.5%
$ 343¢ $ 150z $ 214t $ 389.6 $ 190t $ 206.:
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Historical
Predecessc Successor
February 2, February 1, January 30

August 1, July 31,
(amounts in millions) 2007(1) 2008(1)(2) 2009 2008 2009

Balance Sheet Data (at period end
Cash and cash equivalents and «term investmen $ 219.2 $ 119.6 $ 378.( $ 261.¢ $ 515«

Total asset 3,040.f 8,656.. 8,889.. 8,909.6 9,139.¢
Total lon¢-term obligations 270.C  4,282.( 4,137.. 4,180.t 4,137.¢
Total shareholders' equi 1,745.7 2,703.¢ 2,831.° 2,766.f 3,016.

1)

()

(3)

(4)

()

Includes the effects of certain strategic merchsindiand real estate initiatives that resultedvendlosing of approximately 460 stores
and changes in our inventory management model weishited in greater inventory markdowns than &vymus years.

Includes the results of operations of Buck AcqigsitCorp. for the period prior to its 2007 mergethvand into Dollar General
Corporation from March 6, 2007 (Buck's formatiomjaugh July 6, 2007 (reflecting the change in ¥aiue of interest rate swaps), ¢
the post-merger results of Dollar General Corporator the period from July 7, 2007 through Febyuir2008.

Because of our 2007 merger, our capital structur@ériods before and after the merger is not coatpe, and therefore we are
presenting earnings per share information onlyp&ods subsequent to our 2007 merger.

Same-store sales have been calculated based upes #tat were open at least 13 full fiscal moiattnd remained open at the end of
the reporting period. If applicable, we exclude shées in the 53rd week of a 53-week year fronstime-store sales calculation.

Net sales per square foot was calculated basectalrstles for the preceding 12 months as of tlingrdate of the reporting period
divided by the average selling square footage dutie period, including the end of the fiscal y¢le, beginning of the fiscal year, ¢
the end of each of our three interim fiscal quartEor the period from February 3, 2007 througly 8u2007, average selling square
footage was calculated using the average of sdaatage as of July 6, 2007 and as of the end df e&the four preceding quarters.

11




Table of Contents

RISK FACTORS

An investment in our common stock involves risk. sSfmuld carefully consider the following risksveall as the other information
included in this prospectus, including "Managengbi'scussion and Analysis of Financial Conditionl &esults of Operations" and our
financial statements and related notes, beforesting in our common stock. Any of the followindssisould materially and adversely affi
our business, financial condition or results of mg®ns. However, the selected risks describedvele not the only risks facing us.
Additional risks and uncertainties not currentlyokvn to us or those we currently view to be immatemay also materially and adverse
affect our business, financial condition or resdfoperations. In such a case, the trading pritéhe common stock could decline and you
may lose all or part of your investment in our camy.

Risks Related to Our Business

The fact that we have substantial debt kbadversely affect our ability to raise additioneépital to fund our operations and limit oL
ability to pursue our growth strategy or to react thanges in the economy or our industry.

We have substantial debt, including a $21®n senior secured term loan facility which mes on July 6, 2014, $1.175 billion
aggregate principal amount of 10.625% senior ndtes2015 and $655.9 million aggregate principal amof 11.875% / 12.625% senior
subordinated toggle notes due 2017. This debt duaNé important negative consequences to our assimeluding:

. increasing the difficulty of our ability to makeyraents on our outstanding debt;

. increasing our vulnerability to general economid ardustry conditions because our debt paymengatitins may limit our
ability to use our cash to respond to or defendnagghanges in the industry or the economy;

. requiring a substantial portion of our cash floanfr operations to be dedicated to the payment atjpal and interest on our
indebtedness, therefore reducing our ability toausecash flow to fund our operations, capital expgires and future business
opportunities or make dividends;

. limiting our ability to obtain additional financinfgr working capital, capital expenditures, debivgse requirements,
acquisitions and general corporate or other pugose

. limiting our ability to pursue our growth strateg@nd

. placing us at a disadvantage compared to our catmEetvho are less highly leveraged and may besbatile to use their cash
flow to fund competitive responses to changing stdy market or economic conditions.

Our variable rate debt exposes us to iesrrate risk which could adversely affect our cafibw.

The borrowings under the term loan facitityd the senior secured asset-based revolving ¢aedity of up to $1.031 billion, subject to
borrowing base availability, which matures July2813, which, together with the term loan facilitégmprise our credit facilities, bear interest
at variable rates and other debt we incur alsodcbelvariable-rate debt. If market interest ratesdase, variable-rate debt will create higher
debt service requirements, which could adversdicabur cash flow. While we have and may in theifel enter into agreements limiting our
exposure to higher interest rates, any such agmsmeay not offer complete protection from thikris
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Our debt agreements contain restrictiom&t may limit our flexibility in operating our busiess.

Our credit facilities and the indenturesgming our notes contain various covenants that it our ability to engage in specified
types of transactions. These covenants limit odraur restricted subsidiaries' ability to, amonigeotthings:

. incur additional indebtedness, issue disqualiftedlsor issue certain preferred stock;

. pay dividends and make certain distributions, itmesits and other restricted payments;
. create certain liens or encumbrances;

. sell assets;

. enter into transactions with our affiliates;

. limit the ability of restricted subsidiaries to neagayments to us;

. merge, consolidate, sell or otherwise disposelafraubstantially all of our assets; and
. designate our subsidiaries as unrestricted subigidia

A breach of any of these covenants cowddltén a default under the agreement governing suiebtedness. Upon our failure to
maintain compliance with these covenants, the lendeuld elect to declare all amounts outstandiegeunder to be immediately due and
payable and terminate all commitments to extenthéurcredit thereunder. If the lenders under sndebtedness accelerate the repayment of
borrowings, we cannot assure you that we will rewficient assets to repay those borrowings, asagebur other indebtedness, including
outstanding notes. We have pledged a significartiquoof our assets as collateral under our crieditities. If we were unable to repay those
amounts, the lenders under our credit facilitiasld@¢@roceed against the collateral granted to tteesecure that indebtedness. Additional
borrowings under the senior secured asset-basetViy credit facility will, if excess availabilitynder that facility is less than a certain
amount, be subject to the satisfaction of a spgtifinancial ratio. Accordingly, our ability to a&ss the full availability under our senior
secured asset-based revolving credit facility magdnstrained. Our ability to meet this financétlio can be affected by events beyond our
control, and we cannot assure you that we will niigistratio and other covenants.

The current recession and general econoffsictors may adversely affect our financial perfoence and other aspects of our
business.

We believe that many of our customers aréx@d or low incomes and generally have limitéstdetionary spending dollars. A further
slowdown in the economy or other economic condgtiaffecting disposable consumer income, such asased unemployment levels,
inflation, increases in fuel, other energy costs imerest rates, lack of available credit andHerterosion in consumer confidence, may
adversely affect our business by reducing thostomess' spending or by causing them to shift tseénding to products other than those
by us or to products sold by us that are less tatai& than other product choices, all of which daelsult in lower net sales, decreases in
inventory turnover, greater markdowns on inventand a reduction in profitability due to lower miaugy Many of those factors, as well as
commodity rates, transportation costs, costs ajrlabsurance and healthcare, foreign exchangdlwateiations, lease costs, changes in other
laws and regulations and other economic factoss, affect our cost of goods sold and our sellimgegal and administrative expenses, which
may adversely affect our sales or profitability. Wave limited or no ability to control such factors

In addition, many of the factors discusabdve, along with current adverse global economititions and uncertainties, the potential
impact of the current recession, the potentiabfiditional failures or realignments of financiadtitutions, and the related impact on available
credit may affect us and our suppliers and otheirass partners, landlords, and customers in agrselvnanner
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including, but not limited to, reducing accessitild funds or credit (including through the logoae or more financial institutions that are a
part of our revolving credit facility), increasittige cost of credit, limiting our ability to manaiygerest rate risk, increasing the risk of
bankruptcy of our suppliers, landlords or countetipa to or other financial institutions involved dur credit facilities and our derivative and
other contracts, increasing the cost of goods tams other adverse consequences which we areeutwahilly anticipate.

Our plans depend significantly on initiags designed to increase sales and improve theieffties, costs and effectiveness of our
operations, and failure to achieve or sustain thgdans could affect our performance adversely.

We have had, and expect to continue to hait@tives (such as those relating to marketimgyrchandising, promotions, sourcing, shr
private brand, store operations and real estategrious stages of testing, evaluation, and imphgat®n, upon which we expect to rely to
continue to improve our results of operations andrfcial condition. These initiatives are inhergmitky and uncertain, even when tested
successfully, in their application to our businisgeneral. It is possible that successful testiag result partially from resources and attention
that cannot be duplicated in broader implementapanticularly in light of the diverse geographicétions of our stores and the fact that our
field management is so decentralized. Testing @meigal implementation also can be affected by aibkifactors described herein that
reduce the results expected. Successful systemmijolementation relies on consistency of trainingpgity of workforce, ease of execution,
and the absence of offsetting factors that canénfte results adversely. Failure to achieve sutdésgplementation of our initiatives or the
cost of these initiatives exceeding managementitma®s could adversely affect our results of ofi@na and financial condition.

Risks associated with or faced by the dstiteand foreign suppliers from whom our productseasourced could adversely affect our
financial performance.

The products we sell are sourced from a&witiety of domestic and international suppliéndact, our largest supplier, The Procter &
Gamble Company accounted for only 10% of our pwseban 2008. Our next largest supplier accountedgproximately 6% of our
purchases in 2008. Nonetheless, if a supplier faitieliver on key commitments, we could experiemezchandise shortages that could lead
to lost sales.

We directly imported approximately 10% of purchases (measured at cost) in 2008, but moyralomestic vendors directly import
their products or components of their productsitiéal and economic instability in the countriesahich foreign suppliers are located, the
financial instability of suppliers, suppliers' faié to meet our supplier standards, issues witbr |pkactices of our suppliers or labor problems
they may experience (such as strikes), the avéilabnd cost of raw materials to suppliers, meraise quality or safety issues, currency
exchange rates, transport availability and cofigation, and other factors relating to the suppliand the countries in which they are locate
from which they import are beyond our control andld have negative implications for us. Becauselstantial amount of our imported
merchandise comes from China, a change in the €hiorrency or other policies could negatively iotmaur merchandise costs. In addition,
the United States' foreign trade policies, tadifel other impositions on imported goods, tradetsgamcimposed on certain countries, the
limitation on the importation of certain types afagls or of goods containing certain materials fagher countries and other factors relatin
foreign trade are beyond our control. Disruptions tb labor stoppages, strikes or slowdowns, araifsruptions involving our vendors or
the transportation and handling industries also menatively affect our ability to receive merchaedand thus may negatively affect sales.
These and other factors affecting our suppliersamdaccess to products could adversely affecfinancial performance. As we increase our
imports of merchandise from foreign vendors, tisksiassociated with foreign imports will increase.
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Product liability and food safety claimguald adversely affect our business, reputation dimthncial performance.

We may be subject to product liability atai from customers or penalties from government @éigenelating to products, including food
products, that are recalled, defective or othenaenful. Such claims may result from tamperingubputhorized third parties, product
contamination or spoilage, including the preserfder@ign objects, substances, chemicals, othentager residues introduced during the
growing, storage, handling and transportation pha&k of our vendors and their products must compith applicable product and food
safety laws. We generally seek contractual indeigatibn and insurance coverage from our supplidosvever, if we do not have adequate
insurance or contractual indemnification availablesh claims could have a material adverse effectus business, financial condition and
results of operation. Our ability to obtain indefigdtion from foreign suppliers may be hinderedthg manufacturers' lack of understanding
of U.S. product liability or other laws, which meyake it more likely that we be required to resptndlaims or complaints from customer:
if we were the manufacturer of the products. Evéh adequate insurance and indemnification, sualnd could significantly damage our
reputation and consumer confidence in our prod@us.litigation expenses could increase as welictvalso could have a materially
negative impact on our results of operations efarproduct liability claim is unsuccessful or istriully pursued.

Our private brands may not achieve or m@im broad market acceptance and increases the sisle face.

We have substantially increased the nurobeur private brand items, and the program izatde part of our future growth plans. We
believe that our success in gaining and maintaibiogd market acceptance of our private brandsraipen many factors, including pricing,
our costs, quality and customer perception. We nmyachieve or maintain our expected sales fopouvate brands. As a result, our busin
financial condition and results of operations cduddmaterially and adversely affected.

We are subject to governmental regulatippsocedures and requirements. A significant chanige or noncompliance with, these
regulations could have a material adverse effectaur financial performance.

Our business is subject to numerous fedstatie and local laws and regulations. We routimedur costs in complying with these
regulations. New laws or regulations or changesxisting laws and regulations, particularly thoseayning the sale of products, may require
extensive system and operating changes that mdifftoilt to implement and could increase our coktloing business. In addition, such
changes or new laws may require the write off asgabal of existing product inventory, resultingsignificant adverse financial impact to
the Company. Untimely compliance or noncompliangé applicable regulations or untimely or incompletxecution of a required product
recall can result in the imposition of penaltiegliding loss of licenses or significant fines asmatary penalties, in addition to reputational
damage.

Litigation may adversely affect our busie financial condition and results of operations.

Our business is subject to the risk oféition by employees, consumers, suppliers, conopgtishareholders, government agencies or
others through private actions, class actions, aditnative proceedings, regulatory actions or ottigation. The number of employment-
related class actions filed each year has contitmettrease, and recent changes in Federal lawcanase claims to rise even more. The
outcome of litigation, particularly class actiomwkuits, regulatory actions and intellectual propetaims, is difficult to assess or quantify.
Plaintiffs in these types of lawsuits may seek vecy of very large or indeterminate amounts, amdrttagnitude of the potential loss relating
to these lawsuits may remain unknown for substhpéeods of time. In addition, certain of theswaiits, if decided adversely to us or set
by us, may result in liability material to our fimzal
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statements as a whole or may negatively affecbperating results if changes to our business ojperate required. The cost to defend ful
litigation may be significant. There also may beerde publicity associated with litigation that lwbuegatively affect customer perception of
our business, regardless of whether the allegatiomsalid or whether we are ultimately found l@bAs a result, litigation may adversely
affect our business, financial condition and ressaftoperations. See "Business—Legal Proceedimgdufther details regarding certain of
these pending matters.

Failure to attract and retain qualified eptoyees, particularly field, store and distributioczenter managers, while controlling labor
costs, as well as other labor issues, could advgra#fect our financial performance.

Our future growth and performance depemdswr ability to attract, retain and motivate gfiatl employees, many of whom are in
positions with historically high rates of turnowarch as field managers and distribution center gensaOur ability to meet our labor needs,
while controlling our labor costs, is subject torma&xternal factors, including competition for amdhilability of qualified personnel in a giv
market, unemployment levels within those marketsygiling wage rates, minimum wage laws, health@heér insurance costs and changes
in employment and labor legislation (including chas in the process for our employees to join an)rvo other workplace regulation
(including changes in entitlement programs sucheadth insurance and paid leave programs). Toxtenea significant portion of our
employee base unionizes, or attempts to unionizelator costs could increase. Our ability to pelesg labor costs to our customers is
constrained.

Our profitability may be negatively affextt by inventory shrinkage.

We are subject to the risk of inventoryslasd theft. We have experienced inventory shriakadhe past, and we cannot assure you that
incidences of inventory loss and theft will decee@sthe future or that the measures we are takilgffectively address the problem of
inventory shrinkage. Although some level of invegtshrinkage is a necessary and unavoidable caktiof business, if we were to
experience higher rates of inventory shrinkagenouii increased security costs to combat inventeft,tour financial condition could be
affected adversely.

A significant disruption to our distributin network or to the timely receipt of inventoryud adversely impact sales or increase our
transportation costs, which would decrease our prsf

We rely on our ability to replenish deptéteventory in our stores through deliveries to distribution centers from vendors and then
from the distribution centers or direct ship versdior our stores by various means of transportaitimhyding shipments by sea and truck.
Unexpected delays in those deliveries or increastansportation costs (including through increbfes| costs) could significantly decrease
our ability to make sales and earn profits. In #ddj labor shortages in the transportation industrlong-term disruptions to the national and
international transportation infrastructure thatdeo delays or interruptions of deliveries couddjatively affect our business.

Our cash flows from operations may be négely affected if we are not successful in managiour inventory balances.

Efficient inventory management is a key poment of our business success and profitabilityb& successful, we must maintain
sufficient inventory levels to meet our customdeshands without allowing those levels to increasan extent such that the costs to store
hold the goods unduly impacts our financial resufteur buying decisions do not accurately predicstomer trends or purchasing actions
may have to take unanticipated markdowns to dispbiee excess inventory, which also can adversepact our financials results. While
our inventory turns have improved and we contirufotus on ways to reduce these risks, we canisor@you that we will continue to be
efficient and successful in our inventory managemiéme are not successful in managing our inventmalances, our cash flows from
operations may be negatively affected.
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Our planned future growth will be impedegthich would adversely affect sales, if we cannpea new stores on schedule.

Our growth is dependent on both increasesiles in existing stores and the ability to opefitable new stores. Increases in sales in
existing stores are dependent on factors suchrapetition, merchandise selection, store operatmusother factors discussed in these Risk
Factors. Our ability to timely open new stores tmdxpand into additional market areas dependsaiinhgm the following factors: the
availability of attractive store locations; the abse of occupancy delays; the ability to negofiaterable lease terms; the ability to hire and
train new personnel, especially store managersivsteffective manner; the ability to identify termer demand in different geographic ar
general economic conditions; and the availabilftgufficient funds for expansion. In addition, masfithese factors affect our ability to
successfully relocate stores. Many of these fa@mgdeyond our control. In addition, our substdmtebt, particularly combined with the
recent tightening of the credit markets, has madere difficult for our real estate developer®tdain loans for our build-teuit stores and
locate investors for those properties after theyeHzeen developed. If this trend continues, it danbterially adversely impact our ability to
open build-to-suit stores in desirable locations.

Delays or failures in opening new storesaahieving lower than expected sales in new staredrawing a greater than expected
proportion of sales in new stores from existingestpcould materially adversely affect our growtid/ar profitability. In addition, we may n
anticipate all of the challenges imposed by theaegn of our operations and, as a result, mayneet our targets for opening new stores,
remodeling or relocating stores or expanding pabfit.

Some of our new stores may be locatedeaasawhere we have little or no meaningful expegeiitiose markets may have different
competitive conditions, market conditions, consutastes and discretionary spending patterns thamasting markets, which may cause
new stores to be less successful than stores iexagting markets.

Some of our new stores will be locatedrigaa where we have existing units. Although we heyaerience in these markets, increasing
the number of locations in these markets may résuttadvertent over-saturation of markets and teraply or permanently divert customers
and sales from our existing stores, thereby adiyeadtecting our overall financial performance.

Because our business is seasonal to aatemxtent, with the highest volume of net salesridig the fourth quarter, adverse events
during the fourth quarter could materially affectur financial statements as a whole.

We generally recognize our highest volurheat sales during the Christmas selling seasoighwtccurs in the fourth quarter of our
fiscal year. In anticipation of this holiday, werphase substantial amounts of seasonal inventahhi@e many temporary employees. An
excess of seasonal merchandise inventory couldt iesur net sales during the Christmas sellingssm were to fall below either seasonal
norms or expectations. If our fourth quarter sadsssilts were substantially below expectations fimancial performance and operating results
could be adversely affected by unanticipated maskdp especially in seasonal merchandise. Lower dinéinipated sales in the Christmas
selling season would also negatively affect oulitglib absorb the increased seasonal labor costs.

We face intense competition that could iirour growth opportunities and adversely impactrdfinancial performance.

The retail business is highly competitMée operate in the basic consumer packaged goodsemaihich is competitive with respect to
price, store location, merchandise quality, assentnand presentation, in-stock consistency, antbmes service. This competitive
environment subjects us to the risk of adverse @nfmaour financial performance because of the tguviezes, and thus the lower
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margins, required to maintain our competitive goritAlso, companies operating in the basic consymekaged goods market (due to
customer demographics and other factors) may hanveed ability to increase prices in response wéased costs (including, but not limited
to, vendor price increases). This limitation mayeadely affect our margins and financial perforneante compete for customers,
employees, store sites, products and servicesnaoithér important aspects of our business with nahgr local, regional and national
retailers. We compete with retailers operating aist, mass merchandise, outlet, warehouse, clobegy, drug, convenience, variety and
other specialty stores. Certain of our competit@ge greater financial, distribution, marketing aiger resources than we do and may be

to secure better arrangements with suppliers trenam. These other competitors compete in a vasfetiays, including aggressive
promotional activities, merchandise selection arallability, services offered to customers, locatistore hours, in-store amenities and price.
If we fail to respond effectively to competitivegsisures and changes in the retail markets, it auudrsely affect our financial performance.

Competition for customers has intensifieddcent years as larger competitors have movegdantincreased their presence in, our
geographic markets. We remain vulnerable to the&ketgag power and high level of consumer recognitibthese larger competitors and to
the risk that these competitors or others couldweninto our industry in a significant way. Gerrave expect an increase in competition.

Natural disasters, unusually adverse weatlconditions, pandemic outbreaks, terrorist acésid global political events could cause
permanent or temporary distribution center or stocsures, impair our ability to purchase, receige replenish inventory, or decreas
customer traffic, all of which could result in lostales and otherwise adversely affect our finangi@rformance.

The occurrence of one or more natural tésassuch as hurricanes, fires, floods, and eastkes, unusually adverse weather conditions,
pandemic outbreaks, terrorist acts or disruptiebagl political events, such as civil unrest in doi@s in which our suppliers are located, or
similar disruptions could adversely affect our @tiems and financial performance. To the extentégr@vents result in the closure of one or
more of our distribution centers or a significanthtber of stores or impact one or more of our kgyp$ars, our operations and financial
performance could be materially adversely affettedugh an inability to make deliveries to our eand through lost sales. In addition,
these events could result in increases in fuebloer energy) prices or a fuel shortage, delaypening new stores, the temporary lack of an
adequate work force in a market, the temporarpegiterm disruption in the supply of products freame local and overseas suppliers, the
temporary disruption in the transport of goods froverseas, delay in the delivery of goods to osirithution centers or stores, the temporary
reduction in the availability of products in ouosts and disruption to our information systems.sehevents also can have indirect
consequences such as increases in the costs ddniasuf they result in significant loss of progyest other insurable damage.

Material damage to, or interruptions toupinformation systems as a result of external facs, staffing shortages and difficulties in
updating our existing software or developing or itementing new software could have a material adeeesfect on our business or results
of operations.

We depend on a variety of information tembgy systems for the efficient functioning of dwrsiness. Such systems are subject to
damage or interruption from power outages, companértelecommunications failures, computer virusesurity breaches and natural
disasters. Damage or interruption to our computstesns may require a significant investment tamfixeplace them, and we may suffer
interruptions in our operations in the interim. Amgaterial interruptions may have a material adveffext on our business or results of
operations.

We also rely heavily on our informationhieology staff. If we cannot meet our staffing nedhis area, we may not be able to fulfill
our technology initiatives while continuing to pide
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maintenance on existing systems. We rely on cesiafitvvare vendors to maintain and periodically aggrmany of these systems so that they
can continue to support our business. The softpargrams supporting many of our systems were |legmhs us by independent software
developers. The inability of these developers ailouontinue to maintain and upgrade these infdonatystems and software programs
would disrupt or reduce the efficiency of our opienas if we were unable to convert to alternatdesys in an efficient and timely manner. In
addition, costs and potential problems and intéioag associated with the implementation of newpmgraded systems and technology or
with maintenance or adequate support of existirsgesygs could also disrupt or reduce the efficierfoyup operations.

Our current insurance program may exposg o unexpected costs and negatively affect ouafinial performance.

Our insurance coverage reflects deductilslel§-insured retentions, limits of liability asdnilar provisions that we believe are prudent
based on the dispersion of our operations. Howehere are types of losses we may incur but agaihigth we cannot be insured or which
believe are not economically reasonable to insueh as losses due to acts of war, employee ataircether crime and some natural
disasters. If we incur these losses and they ateriak our business could suffer. Certain matexiants may result in sizable losses for the
insurance industry and adversely impact the avititlabf adequate insurance coverage or resuliicessive premium increases. To offset
negative insurance market trends, we may eledalfarsure, accept higher deductibles or reducetheunt of coverage in response to these
market changes. In addition, we self-insure a ficant portion of expected losses under our worka@spensation, automobile liability,
general liability and group health insurance praggaUnanticipated changes in any applicable a@lasisumptions and management
estimates underlying our recorded liabilities foege losses, including expected increases in medidandemnity costs, could result in
materially different amounts of expense than exggainder these programs, which could have a mhteh@rse effect on our financial
condition and results of operations. Although wattale to maintain property insurance for catagtropvents, we are effectively self-
insured for property losses up to the amount ofdaatuctibles. If we experience a greater numbéhnede losses than we anticipate, our
financial performance could be adversely affected.

If we fail to protect our brand name, comitors may adopt tradenames that dilute the vabfeour brand name.

We may be unable or unwilling to strictlyferce our trademark in each jurisdiction in whigl do business. Also, we may not alway
able to successfully enforce our trademarks agaorsietitors, or against challenges by others.f@lure to successfully protect our
trademarks could diminish the value and efficacgwf brand recognition, and could cause customefusmn, which could, in turn, advers
affect our sales and profitability.

Our success depends on our executive efé@and other key personnel. If we lose key perselror are unable to hire additional
qualified personnel, our business may be harmed.

Our future success depends to a signifidagtee on the skills, experience and efforts ofexecutive officers and other key personnel.
The loss of the services of any of our executifieers, particularly Richard W. Dreiling, our Chigkecutive Officer, could have a material
adverse effect on our operations. Our future sicedsalso depend on our ability to attract anthire qualified personnel and a failure to
attract and retain new qualified personnel coukehen adverse effect on our operations. We dounoewtly maintain key person life
insurance policies with respect to our executificefs or key personnel.
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We face risks related to protection of tuwers' credit card data.

In connection with credit card sales, vemsmit confidential credit card information. Thpdrties may have the technology or knbaw
to breach the security of this customer informataomd our security measures and those of our téagpeendors may not effectively prohil
others from obtaining improper access to this imfation. Any security breach could expose us tcsrigfkdata loss, litigation and liability and
could seriously disrupt our operations and anyltiegsunegative publicity could significantly harnuioreputation.

Risks Related to this Offering and Ownership of OurCommon Stock
An active, liquid trading market for ouraammon stock may not develop.

After our 2007 merger and prior to thiseofifig, there has not been a public market for onmroon stock. We cannot predict the exter
which investor interest in our company will leadhe development of a trading market on the NewkY3iock Exchange or otherwise or how
active and liquid that market may become. If aivacind liquid trading market does not develop, gy have difficulty selling any of our
common stock that you purchase. The initial publfering price for the shares will be determinednggotiations between us and the
underwriters and may not be indicative of prices thill prevail in the open market following thifering. The market price of our common
stock may decline below the initial offering prieend you may not be able to sell your shares otoormon stock at or above the price you
paid in this offering, or at all.

You will incur immediate and substantiailation in the net tangible book value of the shaeou purchase in this offering.

Prior investors have paid substantiallg lpsr share of our common stock than the prickigndffering. The initial public offering price
of our common stock is substantially higher thamrikt tangible book value per share of outstandimymon stock prior to completion of the
offering. Based on our net tangible book valuefatuty 31, 2009 and upon the issuance and sal@,@0R,000 shares of common stock by us
at an initial public offering price of $21.00 pévase, if you purchase our common stock in thisroftg you will pay more for your shares tt
the amounts paid by our existing shareholdershfeir shares and you will suffer immediate dilutmfrapproximately $28.20 per share in net
tangible book value after giving effect to (1) gade of 22,700,000 shares of our common stockisnattiering at an initial public offering
price of $21.00 per share, less the underwritisgalints and commissions and the estimated offesipgnses payable by us, (2) the payment
of a special dividend in an amount of approxima229.3 million to our existing shareholders ont8eyber 11, 2009, and (3) the paymer
approximately $64 million in fees under our moriitgragreement with KKR and Goldman, Sachs & Cce (€ertain Relationships and
Related Party Transactions—Relationships with tivestors—Monitoring Agreement and Indemnity Agreement," "Mgement's Discussic
and Analysis of Financial Condition and Result©gpkrations—Liquidity and Capital Resources" andamndensed consolidated balance
sheets as of July 31, 2009 and Note 10 theretop@hdut taking into account any other changesiichsnet tangible book value after July
2009. We also have a large number of outstandouksiptions to purchase common stock with exengigees that are below the estimated
initial public offering price of our common stocko the extent that these options are exercisedwjibexperience further dilution. See
"Dilution.”

Our stock price may change significantigilfbwing the offering, and you could lose all or peof your investment as a result.

We and the underwriters will negotiate &desimine the initial public offering price. You magt be able to resell your shares at or above
the initial public offering price due to a numbéifactors
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such as those listed in "—Risks Related to Our iBegs" and the following, some of which are beyomdomntrol:

. quarterly variations in our results of operations;

. results of operations that vary from the expecietiof securities analysts and investors;

. results of operations that vary from those of ampetitors;

. changes in expectations as to our future finampealormance, including financial estimates by skiesranalysts and investo
. announcements by us, our competitors or our vermfasgnificant contracts, acquisitions, joint metikg relationships, joint

ventures or capital commitments;

. announcements by third parties of significant ckon proceedings against us;
. increases in prices of raw materials for our prasluttiel or our goods;

. future sales of our common stock; and

. general domestic and international economic caoorusti

Furthermore, the stock market recentlydgeerienced extreme volatility that in some caseslieen unrelated or disproportionate to the
operating performance of particular companies. &liesead market and industry fluctuations may adgraffect the market price of our
common stock, regardless of our actual operatimfppaance.

In the past, following periods of marketatdity, shareholders have instituted securitizss action litigation. If we were involved in
securities litigation, it could have a substantia$t and divert resources and the attention ofigikecmanagement from our business
regardless of the outcome of such litigation.

If we or our existing investors sell adidihal shares of our common stock after this offegnthe market price of our common stock
could decline.

The market price of our common stock calédline as a result of sales of a large numbehafes of common stock in the market after
this offering, or the perception that such saladadoccur. These sales, or the possibility thasétsales may occur, also might make it more
difficult for us to sell equity securities in thetéire at a time and at a price that we deem apiatepiAfter the completion of this offering, we
will have 340,644,825 shares of common stock ontitay. This number includes 34,100,000 shares bsoidjin this offering, which may be
resold immediately in the public market.

We, our directors and executive officeng, selling shareholder and, through their investriteBuck Holdings, L.P., KKR, GS Capital
Partners VI Fund, L.P., GSUIG, LLC and affiliatachfls, which we refer to collectively as the GS Btoes (affiliates of Goldman,
Sachs & Co.), Citigroup Capital Partners || Empleyéaster Fund, L.P. and affiliated funds, whichrefer to collectively as the Citi Private
Equity Investors (affiliates of Citigroup Global Mats Inc.), certain investment advisory clientd\éllington Management Company, LLP,
CPP Investment Board (USRE Il) Inc., and other goen-investors, which we refer to collectivelyths "Investors," have agreed not to offer
or sell, dispose of or hedge, directly or indingciiny common stock without the permission of eafc8itigroup Global Markets Inc.,
Goldman, Sachs & Co. and KKR Capital Markets LLEd@eriod of 180 days from the date of this profpe subject to certain exceptions
and automatic extension in certain circumstanceadtition, pursuant to shareholders agreementsawe granted certain members of our
management and other shareholders the right teeaaysn certain instances, at our expense, todgestration statements under the Secut
Act of 1933, as amended (the "Securities Act") ciomeresales of our common stock held by them q@iggyback on a registration statement
in certain circumstances. This right will not bdeato be exercised during the 180 day restrictetbgalescribed above. These shares will
represent approximately 90% of our outstanding comstock after this offering. These shares also beagold pursuant to Rule 144 under
the Securities Act, depending
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on their holding period and subject to restrictionthe case of shares held by persons deemeddortsfiliates. As restrictions on resale end
or if these shareholders exercise their regisinatights, the market price of our stock could dezlif the holders of restricted shares sell them
or are perceived by the market as intending totlseth. See "Certain Relationships and Related Haatysactions—Relationships with the
Investors—Registration Rights Agreement" and "Se&igible for Future Sale."

As of July 31, 2009, 317,961,969 sharesunfcommon stock were outstanding (1,733,386 ottwiare held by our employees and are
subject to restrictions on transfer), 4,310,235eahavere issuable upon the exercise of outstandiatgd stock options under our 2007 stock
incentive plan and our 1998 stock incentive plah09,108 shares were subject to outstanding urtyestek options under our 2007 stock
incentive plan, and 1,504,642 shares were resdovrddture grant under our 2007 stock incentivenpl@ur Board of Directors and our
shareholders approved the increase in the numtsrasés authorized for issuance under our 200K stoentive plan to 31,142,858, effect
upon the closing of this offering. All shares hbldemployees and all stock options and restrictecksgranted under our stock incentive
plans are subject to transfer restrictions thatfourfive years from the date of our 2007 mergetheremployee's hire or promotion date, as
applicable, unless such restrictions lapse in atzsure with the terms of the management stockheldgreements. In addition, in connection
with this offering, we have agreed to waive theaagfer restrictions on 61,785 shares of our comstock and 155,709 shares of our
common stock underlying vested stock options asugfust 20, 2009 held by our employees following éhlpiration of the 180 day restricted
period under the underwriting agreement. See "@eRalationships and Related Party Transactions-atRelships with Management."
Subject to the lapse of such transfer restrictitimsse shares will first become eligible for ress80 days after the date of this prospectus.
Sales of a substantial number of shares of our camstock could cause the market price of our comstock to decline.

Because we have no current plans to pagicdividends on our common stock for the foreseeahiture, you may not receive any
return on investment unless you sell your commondd for a price greater than that which you paidrfd.

We may retain future earnings, if any,fitture operation, expansion and debt repaymentamd no current plans to pay any cash
dividends for the foreseeable future (other thansipecial dividend that we paid prior to this dffgj. Any decision to declare and pay
dividends in the future will be made at the disorebf our Board of Directors and will depend omang other things, our results of
operations, financial condition, cash requiremecsiractual restrictions and other factors thatBoard of Directors may deem relevant. In
addition, our ability to pay dividends may be ligdtby covenants of any existing and future outstenthdebtedness we or our subsidiaries
incur, including our Credit Facilities and the imtleres governing the notes. As a result, you mayeweive any return on an investment in
our common stock unless you sell our common stock forice greater than that which you paid for it.

Some provisions of Tennessee law and amregning documents could discourage a takeover thlagareholders may consider
favorable.

In addition to the Investors' ownershigaafontrolling percentage of our common stock, Tesee law and provisions contained in our
charter and bylaws as we expect them to be intafifgen completion of this offering could make itfidult for a third party to acquire us,
even if doing so might be beneficial to our shalééis. For example, our charter authorizes our 8o&Directors to determine the rights,
preferences, privileges and restrictions of unidfureferred stock, without any vote or action by shareholders. As a result, our Board of
Directors could authorize and issue shares of perfestock with voting or conversion rights thatiltbadversely affect the voting or other
rights of holders of our common stock or with ottesms that could impede the completion of a mergeder offer or other takeover atten
In addition, as described under "Description of iGdBtock—
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Tennessee Anti-Takeover Statutes" elsewhere irpthispectus, we are subject to certain provisiéi®onessee law that may discourage
potential acquisition proposals and may delay,rd@t@revent a change of control of our compangluiding through transactions, and, in
particular, unsolicited transactions, that somalbof our shareholders might consider to be deraAs a result, efforts by our shareholders
to change the direction or management of our compaay be unsuccessful.

The Investors will continue to have sigitiéint influence over us after this offering, includg control over decisions that require the
approval of shareholders, which could limit your dity to influence the outcome of key transactionsgcluding a change of control.

We are controlled, and after this offerisgompleted will continue to be controlled, by theestors. The Investors will have an indirect
interest in approximately 89.5% of our common st@k88.0% if the underwriters exercise their optio purchase additional shares in full)
after the completion of this offering through thieivestment in Buck Holdings, L.P. In addition, tin@estors will have the ability to elect our
entire Board of Directors. As a result, the Investoill have control over our decisions to entdoiany corporate transaction and the abilit
prevent any transaction that requires shareholg@moaal regardless of whether others believe tiatriansaction is in our best interests. So
long as the Investors continue to have an indirgetest in a majority of our outstanding commaockt they will have the ability to control
the vote in any election of directors. In additipnrsuant to a shareholders agreement that we &penter into upon the consummation of
this offering with Buck Holdings, L.P., KKR and ti&S Investors, KKR will have a consent right overtain significant corporate actions i
KKR and the GS Investors will have certain riglt@ppoint directors to our board and its committ&es "Certain Relationships and Related
Party Transactions—Relationships with the InvesteBfareholders Agreement.”

The Investors are also in the businessaking investments in companies and may from tim@ne acquire and hold interests in
businesses that compete directly or indirectly wih The Investors may also pursue acquisition dppities that are complementary to our
business and, as a result, those acquisition aquomitiels may not be available to us. So long adrtaestors, or other funds controlled by or
associated with the Investors, continue to indiyemivn a significant amount of our outstanding coomstock, even if such amount is less
than 50%, the Investors will continue to be ablsttongly influence or effectively control our dgicins. The concentration of ownership may
have the effect of delaying, preventing or detgranchange of control of our company, could depsivareholders of an opportunity to rect
a premium for their common stock as part of a e&leur company and might ultimately affect the nenrice of our common stock.

We are a "controlled company" within the @aning of the New York Stock Exchange rules and,aagesult, will qualify for, and
intend to rely on, exemptions from certain corpoeagjovernance requirements. You will not have thengaprotections afforded to
shareholders of companies that are subject to suefuirements.

After completion of this offering, the Irsters will continue to control a majority of thetingy power of our outstanding common stock.
As a result, we are a "controlled company" wittiia tneaning of the New York Stock Exchange corpagateernance standards. Under these
rules, a company of which more than 50% of thengofiower is held by an individual, group or anott@mnpany is a "controlled company"
and may elect not to comply with certain corpoggernance requirements, including:

. the requirement that a majority of the Board ofddtors consist of independent directors;

. the requirement that we have a nominating/corpayaternance committee that is composed entirelgdégpendent directors
with a written charter addressing the committealppse and responsibilities;
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. the requirement that we have a compensation coemrtitiat is composed entirely of independent direatath a written
charter addressing the committee's purpose andmetlities; and

. the requirement for an annual performance evalnatfdhe nominating/corporate governance and cosgien committees.

Following this offering, we intend to utié these exemptions. As a result, we will not teaweajority of independent directors, our
nominating/corporate governance committee and cosgi®mn committee will not consist entirely of ipédadent directors and such
committees will not be subject to annual perforneaeealuations. Accordingly, you will not have ttzr® protections afforded to
shareholders of companies that are subject td #leocorporate governance requirements of the Mexk Stock Exchange.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains "forward-lookitatements" within the meaning of the federal sei@sriaws, including certain of the
statements under "Prospectus Summary," "Managesr@istussion and Analysis of Financial Conditiod &esults of Operations" and
"Business." You can identify forward-looking statems because they are not solely statements ofigeit fact or they contain words such as
"believe," "expect,” "may," "will," "should," "segk"approximately,” "intend," "plan,” "estimate,atiticipate," "continue," "potential,”
"predict," "project” or similar expressions thancern our strategy, plans or intentions. For examgll statements we make relating to our
estimated and projected earnings, revenues, egisnditures, cash flows, growth rates and findmegults, our plans and objectives for
future operations, growth or initiatives, strateyier the expected outcome or impact of pendinyreatened litigation are forward-looking
statements. All forward-looking statements are eciiijo risks and uncertainties that may cause bhasalts to differ materially from those

that we expected, including:

. failure to successfully execute our growth stratéggiuding delays in store growth, difficultiesemuting sales and operating
profit margin initiatives and inventory shrinkageduction;

. the failure of our new store base to achieve saielsoperating levels consistent with our expeatatio

. risks and challenges in connection with sourcingamandise from domestic and foreign vendors;

. our level of success in gaining and maintainingadrmarket acceptance of our private brands;

. unfavorable publicity or consumer perception of products;

. our debt levels and restrictions in our debt ages@s)

. economic conditions, including their effect on fiancial and capital markets, our suppliers ansirfmss partners,

employment levels, consumer demand, spending pafteflation and the cost of goods;

. levels of inventory shrinkage;

. seasonality of our business;

. increases in costs of fuel, or other energy, trartafion or utilities costs and in the costs ofdatemployment and health care;
. the impact of governmental laws and regulationsthedutcomes of legal proceedings;

. disruptions in our supply chain;

. damage or interruption to our information systems;

. changes in the competitive environment in our ilgusnd the markets where we operate;

. natural disasters, unusually adverse weather gondjtpandemic outbreaks, boycotts and geo-pdliticants;
. the incurrence of material uninsured losses or &sige insurance costs;

. our failure to protect our brand name;

. our loss of key personnel or our inability to hadditional qualified personnel; and

. our failure to maintain effective internal controls
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We derive many of our forward-looking statnts from our operating budgets and forecasts;wdnie based upon many detailed
assumptions. While we believe that our assumptmaseasonable, we caution that it is very diftitalpredict the impact of known factors,
and, it is impossible for us to anticipate all tastthat could affect our actual results. Imporfaotors that could cause actual results to differ
materially from our expectations ("cautionary stag¢ats") are disclosed under "Risk Factors" in pincsspectus. All written and oral forward-
looking statements attributable to us, or persatiagon our behalf, are expressly qualified inrtleatirety by the cautionary statements as
well as other cautionary statements that are nrae fime to time in our other SEC filings and paldbmmunications. You should evaluate
all forward-looking statements made in this prospedin the context of these risks and uncertainties

We caution you that the important fact@ferenced above may not contain all of the fadtumsare important to you. In addition, we
cannot assure you that we will realize the resalidevelopments we expect or anticipate or, evenliktantially realized, that they will result
in the consequences or affect us or our operatiotie way we expect. The forward-looking stateraéntluded in this prospectus are made
only as of the date hereof. We undertake no olitigab publicly update or revise any forward-loaistatement as a result of new
information, future events or otherwise, excepbtherwise required by law.
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USE OF PROCEEDS

We estimate that the net proceeds we wikive from the sale of 22,700,000 shares of ommeon stock in this offering, after deducti
underwriter discounts and commissions and estimetpdnses payable by us, will be approximately $4tllion. We will not receive any
proceeds from the sale of shares of our commoik §tpthe selling shareholder (including any shaad by the selling shareholder pursuant
to the underwriters' option to purchase additicares).

We intend to use the anticipated net prdses follows: (1) $229.6 million of the net prodeevill be applied to redeem $205.2 million
in aggregate principal amount of our 11.875%/12% 2&nior subordinated toggle notes due 2017 (thait® Subordinated Notes") at a
redemption price of 111.875% and (2) the remai®iag5.6 million of the net proceeds will be appliededeem $194.9 million in aggregate
principal amount of our 10.625% senior notes duks2@he "Senior Notes", and, together with the 8eSubordinated Notes, the "Notes") at
a redemption price of 110.625%. Each such redemptith be made pursuant to a provision of the aggille indenture that permits us to
redeem up to 35% of the aggregate principal amoustich Notes with the net cash proceeds of ceetgirity offerings. In each case, we will
pay accrued and unpaid interest on the Notes thrthgredemption date with cash generated fromadipas.

As of the date hereof, there is approxityebé.175 billion aggregate principal amount of BefNotes outstanding, which bear interes
a rate of 10.625% per annum and mature on Jul2a® and $655.9 million aggregate principal amadr@enior Subordinated Notes
outstanding, which bear cash interest at a rafd &75% per annum and mature on July 15, 2017.

Affiliates of several of the underwriterslth the Notes, some of which may be retired wigfogtion of the net proceeds from this
offering. As a result, some of the underwritershair affiliates may receive part of the proceefithe offering by reason of the redemption of
Notes held by them. See "Underwritini
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DIVIDEND POLICY

Prior to our 2007 merger, we declared atgus cash dividend in the amount of $0.05 pershmayable on or before April 19, 2007 to
common shareholders of record on April 5, 2007.A&'ee not declared or paid recurring dividends stheedate. However, on September 8,
2009, our Board of Directors declared a speciabéivd on our outstanding common stock of approxétye$239.3 million in the aggregate.
The special dividend was paid on September 11, &®8Bareholders of record on September 8, 2009 a@ith generated from operations.
Following completion of the offering, we have naremt plans to pay any cash dividends on our comstack for the foreseeable future and
instead may retain earnings, if any, for futurerafien and expansion and debt repayment. Any decisi declare and pay dividends in the
future will be made at the discretion of our Boafdirectors and will depend on, among other thjrays results of operations, cash
requirements, financial condition, contractualniesbns and other factors that our Board of Dioestmay deem relevant. In addition, our
ability to pay dividends is limited by covenantsour Credit Facilities and in the indentures gouggrthe Notes. See "Description of
Indebtedness" for restrictions on our ability ty plavidends.
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CAPITALIZATION
The following table sets forth our capitation as of July 31, 2009:

. on an actual basis; and

. on an as adjusted basis to give effect to (1)dheance of common stock in this offering and thaieation of proceeds from
the offering as described in "Use of Proceedst aadh had occurred on July 31, 2009, (2) the paymka special dividend in
an amount of approximately $239.3 million to ouiséirg shareholders on September 11, 2009, (3jinffaelated stock
compensation expense of approximately $9 millioth @) the payment of approximately $64 million @e§ under our
monitoring agreement with KKR and Goldman, SachS& See "Certain Relationships and Related Paggskctions—
Relationships with the Investors—Monitoring Agreernand Indemnity Agreement,” "Management's Disarsaind Analysis
of Financial Condition and Results of Operationsgtlidity and Capital Resources" and our condensadaimated balance
sheets as of July 31, 2009 and Note 10 thereto.

You should read this table in conjuncticithwUse of Proceeds," "Selected Historical Finahand Other Data," and "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations” and our financial statemeantsnotes thereto, included elsewhere
in this prospectus.

July 31, 2009
As Adjusted
(amounts in millions) Actual (1)
Long-term obligations:
Credit Facilities
Senior secured as-based revolving credit facilit $ —  $ —
Senior secured term loan facili 2,300.( 2,300.(
Senior notes, net of discoL 1,156.: 964.2
Senior subordinated not 655.¢ 450.7
Senior notes due 20: 1.8 1.8
Tax increment financin 14.F 14.5
Capital lease obligations and ot 9.t 9.5
Total lon¢-term obligations 4,137.¢ 3,740.
Shareholders' equity:
Preferred stoc — —
Common stock; $0.875 par value, 1,000.0 share®enéu, 318.0 and 340.7 shares issued and outataadi
July 31, 2009 actual and as adjusted, respect 278.2 298.1
Additional paic-in capital 2,495.( 2,920.:
Retained earning 280.( (39.0
Accumulated other comprehensive |i (36.€) (36.€)
Total shareholders' equi 3,016.! 3,142.¢
Total capitalization $7,154.. $ 6,883.:
(1)  Adjustments made to the "Actual” column to arrivéhe "As Adjusted” column are as follows:
. Decrease in Senior Notes based upon redemptioh9f.$ million of notes, offset by a write-off of $3million of related debt
discount, upon the redemption of said notes atejum of 110.625% of face value.
. Decrease in Senior Subordinated Notes based upemggion of $205.2 million of notes upon the redéorpof said notes at

premium of 111.875% of face value.
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. Increase in common stock of $19.9 million basednuhe issuance of 22.7 million shares with a puevaf $0.875.

. Increase in additional paid in capital of $425.1lioni based upon (a) the portion of the net prose&dhe offering attributable
to paid in capital, equal to $425.3 million, (b) ianrease of $4.9 million related to the acceleratf vesting of certain
restricted stock awards, (c) a reduction of $4.Bionifor the transaction fee portion of the monitg agreement fee that is
expected to be accounted for as a cost of raigingyeand (d) a reduction of $0.3 million for trexteffects of payments of
dividends on certain share-based awards.

. Decrease in retained earnings of $319.0 millioretagon (a) losses, net of income taxes, on tremiption of both the Senior
and Senior Subordinated Notes of $30.8 millionl(iding the premium paid, the write-off of the reldtdebt acquisition costs,
and the write-off of the related discount), (b) expense, net of income taxes, of the terminataated fee under the
monitoring agreement of $42.9 million, (c) expenss, of income taxes, for acceleration of certastricted stock awards and
other stock compensation costs of $5.6 million @)dhe payment of a special dividend of $239.3iamland other dividend-
related amounts of $0.4 million.

The table set forth above is based on timber of shares of our common stock outstandingf daly 31, 2009. This table does not
reflect:

. 13,419,343 shares of our common stock issuable timaxercise of outstanding stock options at @kted average exercise
price of $8.72 per share as of July 31, 2009, 4Z8%of which were then exercisable; and

. 1,504,642 shares of our common stock reservedifard grants under our 2007 Stock Incentive Plam.Bdard of Directors

and our shareholders approved the increase inumer of shares authorized for issuance under @if Stock Incentive Plan
to 31,142,858, effective upon the closing of tHieiing.
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DILUTION

If you invest in our common stock, youreirgst will be diluted to the extent of the diffecerbetween the initial public offering price per
share of our common stock and the net tangible vabke per share of our common stock after thieraff. Dilution results from the fact tt
the initial public offering price per share of commstock is substantially in excess of the netitdadook value per share of our common
stock attributable to the existing shareholdersfarpresently outstanding shares of common siekcalculate net tangible book value per
share of our common stock by dividing the net talegbook value (total consolidated tangible aslests total consolidated liabilities) by the
number of outstanding shares of our common stock.

Our net tangible book value as of JulyZI09 was a deficit of $(2.6) billion, or $(8.21)@hare of our common stock, based on
317,944,825 shares of our common stock outstaridingediately prior to the closing of this offeringet tangible book value represents the
amount of total tangible assets less total liabgitRedeemable common stock of $15.3 million lesntexcluded when calculating net
tangible book value as this amount would not beaplgyin a liquidation event. Dilution is determinggsubtracting net tangible book value
per share of our common stock from the assumeidlipuiblic offering price per share of our commaooc.

After giving effect to (1) the sale of 2807000 shares of our common stock in this offeeihgn initial public offering price of $21.00 |
share, less the underwriting discounts and comarnissind the estimated offering expenses payabls b§2) the payment of a special
dividend in an amount of approximately $239.3 millito our existing shareholders on September 109,24nd (3) the payment of
approximately $64 million in fees under our morniitgragreement with KKR and Goldman, Sachs & Cce (€ertain Relationships and
Related Party Transactions—Relationships with tivestors—Monitoring Agreement and Indemnity Agreement,” "Mgement's Discussic
and Analysis of Financial Condition and Result©gpkrations—Liquidity and Capital Resources" andamndensed consolidated balance
sheets as of July 31, 2009 and Note 10 theretopd@hdut taking into account any other changesuchsnet tangible book value after July
2009, our pro forma as adjusted net tangible badlevat July 31, 2009 would have been a defick(af5) billion, or $(7.20) per share. This
represents an immediate increase in net tangildk balue of $1.01 per share of our common stodkécexisting shareholders and an
immediate dilution in net tangible book value 02%@0) per share of our common stock, or 134% effifering price of $21.00, to investors
purchasing shares of our common stock in this ioiflerThe following table illustrates such per shafeur common stock dilution:

Initial public offering price per sha $ 21.0C
Actual net tangible book value (deficit) per shaseof July 31, 200 (8.2
Decrease in pro forma net tangible book value paresattributable to the special dividend and tlaitoring agreement fees

discussed abov (0.90
Pro forma net tangible book value (deficit) perrghaefore the change attributable to new inves (9.17)
Increase in pro forma net tangible book value peres attributable to new investc 1.91
Pro forma as adjusted net tangible book value ¢defier share after this offerir (7.20
Dilution per share to new investc $(28.20)

The following table summarizes, on a pnaorfa basis as of July 31, 2009, the total numbehafes of our common stock purchased
us, the total cash consideration paid to us andkeage
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price per share of our common stock paid by pumtsasf such shares and by new investors purchabiages of our common stock in this
offering.

Shares of our
Common Stock
Purchased Total
Consideration  Average

Per Share
Number Amount Price of our
(in millions)  Percent (in millions) Percent  Common Stocl
Prior purchaser 306.5(1) 90% $ 2,686.¢ 79.(% $ 8.7¢
New investors 34.31) 1% $ 716.1 21.(% $ 21.0C
Total 340.¢ 10(% $ 3,402.¢ 100.(% $ 9.9¢

Q) Reflects 11.4 million shares owned by the sellingreholder that will be purchased by new investsra result of this offering.

If the underwriters were to fully exerctbe underwriters' option to purchase 5,115,000tanidil shares of our common stock from the
selling shareholder, the percentage of sharesraf@umon stock held by existing shareholders wieadiectors, officers or affiliated persc
would be 88.5%, and the percentage of shares af@umon stock held by new investors would be 11.5%.

To the extent that we grant options or p#iity awards to our employees or directors @fthiure, and those options or other equity
awards are exercised or become vested or othemises of shares of our common stock are made, whittge further dilution to new
investors.
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SELECTED HISTORICAL FINANCIAL AND OTHER DATA

The following table sets forth selectedsmlitated financial and other data of Dollar Geh€arporation as of the dates and for the
periods indicated. We derived the selected histbatatement of operations data and statementsbf ftawvs data for the fiscal years or
periods, as applicable, ended January 30, 2009u&ibl, 2008, July 6, 2007 and February 2, 200d@ tmlance sheet data as of January 30,
2009 and February 1, 2008, from our historical taaticonsolidated financial statements includedwdigee in this prospectus. We derived the
selected historical statement of operations dadastatement of cash flows data for the fiscal yeaded February 3, 2006 and January 28,
2005 and balance sheet data as of February 2, Eedbrary 3, 2006 and January 28, 2005 presentdisitable from audited consolidated
financial statements not included in this prospgctMe derived the consolidated selected finaneitd €r the 26-week periods ended July 31,
2009 and August 1, 2008 from our unaudited condkneasolidated interim financial statements incthidésewhere in this prospectus. We
have prepared the unaudited condensed consoligtaézoh financial information set forth below oretsame basis as our audited
consolidated financial statements, except for tlapton of Statement of Financial Accounting StadddNo. 161Disclosures about
Derivative Instruments and Hedging Activit, an amendment of FASB Statement No.,188 have included all adjustments, consisting onl
of normal recurring adjustments, that we consigsessary for a fair presentation of our financasifion and operating results for such
periods. The interim results set forth below arenexessarily indicative of results for the fisgahr ending January 29, 2010 or for any other
period.

On July 6, 2007, we completed a merger Bithk Acquisition Corp. ("Buck") and, as a resulg are a subsidiary of a Delaware limited
partnership controlled by investment funds afféhivith KKR. As a result of our 2007 merger, thiated purchase accounting adjustments,
and a new basis of accounting beginning on JuB0®@7, the 2007 financial reporting periods presgbtdow include the Predecessor period
of the Company reflecting 22 weeks of operatingiits§rom February 3, 2007 to July 6, 2007 and &@ks of operating results for the
Successor period, reflecting the 2007 merger froly 3, 2007 to February 1, 2008. Buck's resulteprations for the period from March 6,
2007 to July 6, 2007 (prior to the 2007 merger g 8, 2007) are also included in the consoliddieancial statements for the 2007
Successor period described above, as a resulttafrcéerivative financial instruments entered ibyoBuck prior to the merger. Other than
these financial instruments, Buck had no assetsilities, or operations prior to the merger. Tisedl years presented from 2004 to 2006
reflect the Predecessor. Due to the significandb@®007 merger and related transactions thatreatin 2007, the financial information for
all Successor periods is not comparable to th#tePredecessor periods presented in the acconmopiayile.

Our historical results are not necessantiijcative of future operating results. The infotioa set forth below should be read in
conjunction with, and is qualified in its entirdiy reference to, "Prospectus Summary—Summary Histioand Pro Forma Financial and
Other Data," "Management's Discussion and Analykiinancial Condition and Results of Operationst aur consolidated financial
statements and the related notes included elsevirnénis prospectus.
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Predecessor Successor
February 3, Mazr(;:g76, Year
Year Ended 2007 through Ended 26 Weeks Ended
January 28. February 3, February 2, through  February 1, January 30.

(amounts in millions, excluding number of stores,alling square feet, July 6, August 1,  July 31,
net sales per square foot and per share data) 2005 2006(1) 2007(2) 2007(2) 2008(2)(3) 2009 2008 2009
Statement of Operations Data:
Net sales $ 7,660¢ $ 8582: $ 9169.¢ $ 3923.¢ $ 5571t $ 10,457 $ 5,012¢ $ 5,681.¢
Cost of goods sol 5,397.% 6,117. 6,801.¢ 2,852.: 3,999.¢ 7,396.¢ 3,561.¢ 3,920.¢
Gross profit 2,263.. 2,464.¢ 2,368.. 1,071.¢ 1,571.¢ 3,061. 1,451.: 1,761.c
Selling, general and administrative exper 1,706.: 1,903.( 2,119.¢ 960.¢ 1,324.t 2,448.¢ 1,197.. 1,303.¢
Litigation settlement and related costs, — — — — — 32.C — —
Transaction and related co — — — 101.¢ 1.2 — — —
Operating profit 557.C 561.¢ 248.% 9.2 246.1 580.t 253.¢ 458.1
Interest incom (6.6) (9.0 (7.0) (5.0 (3.9) (3.9 (2.2 0.7)
Interest expens 28.¢ 26.2 34.¢ 10.2 252.¢ 391.¢ 200.: 179.2
Other (income) expen: — — — — 3.6 (2.§) 0.€ (0.7
Income (loss) before income tax 534.¢ 544.¢ 220.¢ 4.C (6.6) 194.¢ 55.2 279.7
Income tax expense (bene 190.¢ 194.t 82.4 12.C (1.8) 86.2 21.€ 103.1
Net income (loss $ 344 % 350z $ 137.¢ % 8.0 % 4.8 % 1082 $ 336 $ 176.€
Earnings (loss) per share(:

Basic $ (0.02) $ 03¢ % 0.11 $ 0.5€

Diluted (0.02) 0.34 0.11 0155
Weighted average shares(

Basic 316.¢ 317.( 317.¢ 317.¢

Diluted 316.¢ 317.t 317.¢ 318.¢
Statement of Cash Flows Data:
Net cash provided by (used ii

Operating activitie! $ 391f $ 555 $ 405.2 $ 201.¢ $ 239.t $ 5752 $ 296t $  243.¢

Investing activities (259.2) (264.9) (282.0 (66.9) (6,848.4) (152.6) (30.9) (107.0

Financing activitie (245.9 (323.3) (134.7) 25,8 6,709.( (144.%) (104.%) 0.5
Total capital expenditure (288.9) (284.7) (261.5) (56.2) (83.6) (205.5) (80.1) (107.9)
Other Financial and Operating Data:
Same-store sales growth(* 3.2% 2.2% 3.2% 2.6% 1.9% 9.C% 7.8% 10.8%
Sam-store sales(s $ 6589.( $ 7,555¢ $ 8,327.. $ 3,656.t $ 5264 $ 10,118! $ 4,830.. $ 5,518.¢
Number of stores included in sa-store sales calculatic 5,93 7,18¢ 7,621 7,65k 7,73 8,15: 7,97¢ 8,22¢
Number of stores (at period er 7,32( 7,92¢ 8,22¢ 8,20t 8,19¢ 8,362 8,30¢ 8,571
Selling square feet (in thousands at period « 50,01¢ 54,75 57,29¢ 57,37¢ 57,37¢ 58,80 58,30z 60,43!
Net sales per square foot| $ 16C $ 16C $ 16 $ 164 $ 165 $ 18C $ 171 $ 188
Consumables sal 63.(% 65.2% 65.7% 66.7% 66.4% 69.2% 69.4% 71.%%
Seasonal sale 16.5% 15.7% 16.4% 15.4% 16.2% 14.€% 14.1% 13.7%
Home product sale 11.5% 10.€% 10.(% 9.2% 9.1% 8.2% 8.5% 7.6%
Apparel sale 9.0% 8.4% 7.% 8.7% 8.2% 7.% 8.1% 7.5%
Rent expens $ 268.6 $ 312 $ 343¢ $ 150.2 $ 2145 $ 389.6 $ 190t $  206.c
Balance Sheet Data (at period end):
Cash and cash equivalents and s-term investment $ 275.¢ $ 209.5 $ 219.Z $ 119.¢ $ 378.( $ 261¢ $ 515.
Total asset 2,841.( 2,980. 3,040.t 8,656.¢ 8,889.: 8,900.¢ 9,139.¢
Total lon¢-term obligation: 271.% 278.1 270.C 4,282.( 4,137.: 4,180.¢ 4,137.¢
Total shareholders' equi 1,684.t 1,720.¢ 1,745.7 2,703.¢ 2,831.° 2,766.¢ 3,016.f

@

The fiscal year ended February 3, 2006 was congpo§&3 weeks.
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@

©)

4)

®)

(6)

Includes the effects of certain strategic merchsindiand real estate initiatives that resultechendlosing of approximately 460 stores and chamgesr inventory management
model which resulted in greater inventory markdowa in previous years.

Includes the results of Buck Acquisition Corp. foe period prior to its 2007 merger with and intollar General Corporation from March 6, 2007 (Bsdkrmation) through
July 6, 2007 and the post-merger results of D&Haneral Corporation for the period from July 7, 2@6rough February 1, 2008.

Because of our 2007 merger, our capital structor@ériods before and after the merger is not coaipe, and therefore we are presenting earningstgee and weighted
average share information only for periods subsegieeour 2007 merger. Similarly, dividends perrshiar the periods prior to the merger have nonhgresented, and we have
not paid dividends for the periods presented sowre2007 merger.

For fiscal periods ending after January 28, 20@Hmesstore sales have been calculated based upes #tat were open at least 13 full fiscal montind @mained open at the end
of the reporting period. For fiscal periods endamgor before January 28, 2005, same-store salegimstores that were open both at the end ofeperting period and at the
beginning of the preceding fiscal year. We excltidesales in the 53rd week of a 53-week year filoenrsame-store sales calculation.

Net sales per square foot was calculated baseotainstles for the preceding 12 months as of tliéngrdate of the reporting period divided by therage selling square footage
during the period, including the end of the fisgar, the beginning of the fiscal year, and the @nehch of our three interim fiscal quarters. fa period from February 3, 2007
through July 6, 2007, average selling square faotegs calculated using the average of square feaa@f July 6, 2007 and as of the end of eacheofdur preceding quarters.
For the fiscal year ended February 3, 2006, nesgaér square foot was calculated based on 52 iszgks.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion and anslgsour financial condition and results of opecats with "Selected Historical
Financial and Other Data" and the audited histofiead unaudited interim financial statements anldted notes included elsewhere in t
prospectus. This discussion contains forw-looking statements and involves numerous risksusregrtainties, including but not limited to
those described in the "Risk Factors" section &f gnospectus. Actual results may differ materifym those contained in any forward-
looking statements. You should read "Special NegaRling Forward-Looking Statements" and "Risk Baxt'

Executive Overview

We are the largest discount retailer inUingted States by number of stores, with 8,57 7estéwcated in 35 states as of July 31, 2009,
primarily in the southern, southwestern, midwestard eastern United States. We offer a broad $eteot merchandise, including
consumable products such as food, paper and ctpaniniucts, health and beauty products and petissppnd non-consumable products
such as seasonal merchandise, home décor and itenast apparel. Our merchandise includes highitgurational brands from leading
manufacturers, as well as comparable quality peibaand selections with prices at substantial distoto national brands. We offer our
customers these national brand and private braodlipts at everyday low prices (typically $10 os)es our convenient small-box (small
store) locations. We believe our convenient stormat and broad selection of high quality prodattsompelling values have driven our
substantial growth and financial success over daes/

On July 6, 2007, we completed a merger as@ result, we are a subsidiary of Buck HoldihgB, ("Parent"), a Delaware limited
partnership controlled by investment funds affdditvith Kohlberg Kravis Roberts & Co., L.P. (coligely, "KKR" or "Sponsor"). KKR, the
GS Investors, the Citi Private Equity Investorsiaia investment advisory clients of Wellington Maement Company, LLP, CPP
Investment Board (USRE 1) Inc., and other equityitvestors (collectively, the "Investors") haveiadirect interest in a substantial portion
of our capital stock through their investment imdP&. The merger consideration was funded throbghuse of our available cash, cash equity
contributions from the Investors, equity contriloat of certain members of our management and oatédit financings discussed below
under "—Liquidity and Capital Resources."

The customers we serve are value-conscaousDollar General has always been intently fodusehelping our customers make the
most of their spending dollars. We believe our @ment store format and broad selection of higHityuaroducts at compelling values have
driven our substantial growth and financial suceaass the years. Like other companies, we are ¢ipgran a very difficult economic
environment. Consumers are facing heightened ecizngmallenges, including fluctuating gasoline anérgy costs, rising food costs, high
rates of unemployment, and a continued weaknéssusing and credit markets in 2008 and 2009, amdirthetable for economic recovery is
uncertain. Nonetheless, as a result of our longrtaission of serving the value-conscious custoemupled with a vigorous focus on
improving our operating and financial performanmer, 2008 and year-to-date 2009 results have beengstand we remain cautiously
optimistic with regard to executing our operatingpties for the remainder of 2009.

Discussion of Operating Priorities. We have been keenly focused on executing thaxfimg four operating priorities which we defin
at the beginning of 2008:

. Drive productive sales growth;

. Increase gross margins;
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. Leverage process improvements and information tolgy to reduce costs; and

. Strengthen and expand Dollar General's cultureseifving others."

Our first priority is driving productive les growth by increasing shopper frequency andsaietipn amount and maximizing sales per
square foot. We utilized numerous initiatives id@nd 2009 to enable productive sales growthekample, we are defining and improving
our store standards with a goal of developing aistent look and feel across all stores. We expanéferings of convenience foods and
beverages, added new impulse racks at the chestamds and expanded our store operating hoursurffef improve space utilization, we
have begun the process of raising the height oEhaerdise fixtures in our stores, starting withfited area. We also intend to increase sales
growth by increasing our number of stores. We beliwe have significant potential to increase ounber of stores in new and existing
markets, with a plan to open approximately 500 sewes in fiscal 2009 and to continue this growati ithe future.

Our second priority is to increase grossipthrough shrink reduction, distribution efficieies, an improved pricing model, the
expansion of private brand offerings and incredeegign sourcing. In 2008 and 2009, inventory shdecreased as a result of several
focused initiatives, including the elimination afgkaway inventories from the stockrooms, the itetiah of additional security cameras, the
implementation of exception-based shrink detedtimts, and improved hiring practices and employention. Higher sales volumes have
contributed to our ability to leverage transpodatand distribution costs, and we were able toedftse impact of higher average fuel costs
2008 through better trailer utilization, expansafrbackhaul opportunities and improved fleet managyet. We reviewed and reset our
consumables planograms, eliminating less produdtives in order to add more productive ones. Ia flnocess, we reviewed our pricing
strategy and worked diligently to minimize vendostincreases. Some merchandise cost increasesmaareidable in 2008, but as a result
of our improved pricing analysis tools, we wereedtal recoup a portion of these increases throuigingr We continue to focus on sales of
private brand consumables, which generally havbdrigross profit rates, while continuing to offewige variety of national brands in our
efforts to offer the optimal mix of products to austomers. With regard to the expansion of forsigurcing, we are still in the early stage
defining the objectives and building the team.

Our third priority is leveraging processpimmvements and information technology to reducéscé¥e are committed as an organizatic
extract costs that do not affect the customer éxpee. Examples of cost reduction initiatives i©@nd 2009 include recycling of cardbo
reduction of workers' compensation expense thraufgitus on safety and improvement of energy managein the stores through
installation and monitoring of new equipment. Wiglgard to information technology, we are focusiog r@sources on improving systems
are designed to enhance retail store operationsn@nchandising.

Our fourth priority is to strengthen angard Dollar General's culture of serving others.dtstomers this means helping the®ave
Time. Save Money. Every DdyFor employees, this means creating an enviromitien attracts and retains key employees througtheu
organization. For the public, this means givingkbcour store communities.

Financial and operating highlights. For the 26 weeks ended July 31, 2009, our foousur four priorities resulted in improved
financial performance over the comparable 20080pen each of our key financial metrics, as follows

. Total sales increased 13.3% to $5.68 billion. Sedessme-stores increased 10.8%, driven by incsdaseustomer traffic and
average transaction amount. Average sales peresépatrfor all stores over the 52-week period endldg 31, 2009 were
approximately $188, up from $171 for the comparailer 52-week period ended August 1, 2008.
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. Gross profit, as a percentage of sales, increasdtl.0%, compared to 28.9% in the 2008 period,r@sat of higher average
markups driven by our focused effort to reduceroarchandise purchase costs while maintaining oeryelay low prices
(including strategic changes we have made to tixeofiinerchandise, such as increasing private bitents which generally
are associated with higher average markups), redwaesportation and distribution costs, continiregdrovement in our
inventory shrink rate and a lower LIFO charge.

. SG&A, as a percentage of sales, was 22.9%, compar28l 9% in the 2008 period. The improvementtistattable to leverag
resulting from our significant sales increase.

. Inventory turnover improved to 5.1 times on a mglfour-quarter basis, compared to 5.0 times fercirresponding prior year
period.

. We reported net income of $176.6 million, compaedet income of $33.6 million in the 2008 period.

We generated $243.9 million of cash froreraging activities during the first two quarters2809; and as of July 31, 2009, we had a
balance of $515.4 million. Through the 2009 secogualrter, we opened 225 new stores, remodeledarateld 213 stores, and closed
10 stores.

Our fiscal 2008 annual financial highlightsluded:

. A 10.1% total sales increase from 2007 and a 9&%fesstores sales increase, driven by increasesstoroer traffic and
average transaction amount. Average sales peresépatrfor all stores in 2008 were approximatelg@&lup from $165 in
2007. Sales increases of consumables productsaaatfpaur more discretionary categories, likely #suit of both our
merchandising initiatives, which were more focusacconsumables, and the negative effect of theauogron consumer
discretionary spending.

. Gross profit, as a percentage of sales, was 203008. During the year, we made progress in reguaur inventory
shrinkage and improving the efficiencies of outrilisition and transportation processes as wekasrhging fixed distribution
costs. Improvements in our pricing systems andgsses also permitted us to make timelier pricegésio compensate for
unavoidable cost increases, and for the year, noarkd declined.

. SG&A, as a percentage of sales, for fiscal 2008 284%, compared to 23.8% in the 2007 Successadoand 24.5% in the
2007 Predecessor period. Our increased sales lewelsably affected SG&A, as a percentage of séateaddition to a
reduction in workers' compensation expense, reguftom safety initiatives implemented over the Esveral years, and
reduced advertising expense. The 2007 Predecessod pncluded SG&A of $45.0 million, or 115 bagpisints, related to
closing underperforming stores.

. Litigation expense of $32 million reflecting thettfement and related expenses, net of insurana@pds, of a class action
lawsuit filed as a result of our 2007 merger. Weedained that the settlement was in our best ister® avoid costly and time
consuming litigation.

. Interest expense of $391.9 million in 2008 relatimgnarily to interest on debt incurred to finarme 2007 merger. We repaid
all borrowings under our revolving credit facility the first quarter of 2008 and incurred no aadisil borrowings during the
year. In January 2009, we further reduced our totaj-term obligations by repurchasing $44.1 millaf our Senior
Subordinated Notes.

. Net income of $108.2 million, compared to a neslo§$4.8 million in the 2007 Successor period amet loss of $8.0 million

in the 2007 Predecessor period (each of the 200@dseincluded significant costs related to the 2@@erger and other strate
initiatives as more fully described below in thengmarison of results of operations for 2008 and 2007
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. Cash from operating activities of $575.2 milliorp@tion of which we used to invest in our stored & reduce long-term
obligations. At year end, our cash balance was $3ifin.

. Opening of 207 new stores, remodeling or relocabing04 stores, and closing of 39 stores, resultirgy store count of 8,362
on January 30, 2009. In addition, we are pleasé#ul te progress we made during the year in ourtsffo better utilize
existing square footage and to improve the appearahour stores.

Outlook for 2009. We plan to continue to focus on our same fqarating priorities for the remainder of the ya&le intend to
continue to refine and improve our store standdodsising on achieving a consistent look and fesbss the chain, and plan to measure
customer satisfaction. We expect to complete theqss of raising the height of our merchandisaifed, allowing us to better utilize our
store square footage. We will continue to focusemucing inventory shrink by implementing additibaaalytical tools and expanding the
utilization of surveillance equipment. We have itifed additional opportunities to reduce labor aher costs in our distribution centers. In
addition, we plan to continue to expand our privaend consumables offerings and to increase agdhdp our private brand merchandise in
the home and seasonal categories. Most of our raedising focus and the recent changes we have headecentered on items in our
consumables category, which have demonstratedgst@es growth as a result. In 2009, we are brintfie same focus and intensity to our
apparel, home and seasonal categories. We intandke strides in expanding our foreign sourcingréffand expect to begin seeing a gre
impact from this initiative in late 2009.

With regard to leveraging information teology and process improvements to reduce costsyillveontinue to focus on making
improvements that benefit our merchandising andaimns efforts, including projects such as pricamgl profitability analysis, merchandise
selection and allocation and labor scheduling.oAlbur store managers now have access to a back efimputer, which improves reporting
and communications with the stores and, conseqgyemitl assist us in improving store productivity.

Finally, in 2009, we plan to open approxieia500 new stores within the 35 states in whiehourrently operate, and to remodel or
relocate an additional 450 stores. With regarddamed new store openings, our criteria are basatumerous factors including, among o
things, availability of appropriate sites, expecsetes, lease terms, population demographics, dittopeand the employment environment.
We use various real estate site selection toalietermine target markets and optimum site locatwittsin those markets. Our 2009 store
expansion plans include expansion only within odsteng markets. With respect to store relocatioms begin to evaluate a store for
relocation opportunities approximately 18 monthsipio the store's lease expiration using the shaséc tools and criteria as those used for
new stores. Remodels, which require a much smalestment, are determined based on the needpiietoinity for sales improvement at
the location and an expectation of a desirablematn investment. The majority of new store sitas2009 have been identified and terms
agreed to.

We expect to continue to face difficult romic issues in 2009 which will restrict our custrsi ability to spend and, therefore, will
challenge our efforts to increase sales and gnasi.pVe also believe that competitive pricingpprotions, and advertising will continue and
are likely to increase if overall retail sales d¢oue to decline. We remain committed to our opatpthodel and to making improvements in
our stores and our merchandise to better serveedibés of our customers.

As a result of this offering and the rethteansactions, we anticipate that we will incigmsficant pretax charges in the accounting pel
in which such transactions are consummated, inctudharges relating to the redemption of our SeNates and Senior Subordinated Notes
in the amount of approximately $51 million, fees@sated with the termination of our monitoringegment in the amount of approximately
$59 million and charges for the acceleration otingsof certain share-based awards in the amouappfoximately $9 million.
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Results of Operations

Accounting Periods. The following text contains references to ye#i89, 2008, 2007, and 2006, which represent figeaits ending or
ended January 29, 2010, January 30, 2009, Febtu@g08, and February 2, 2007, respectively. Gamafiyear ends on the Friday closest to
January 31. Fiscal years 2009, 2008 and 2006 vies2-aveek accounting periods.

As discussed above, we completed a mergesaction on July 6, 2007, and therefore the 2083entation includes the 22-week
Predecessor period of Dollar General Corporatioouth July 6, 2007, reflecting the historical badiaccounting prior to the 2007 merger,
and a 30-week Successor period, reflecting the énpiathe business combination and associated paecprice allocation of the merger of
Dollar General Corporation and Buck Acquisition gaf'Buck"), from July 7, 2007 to February 1, 2088.ck was formed on March 6, 2007,
and its results of operations prior to the 2007geerrelated solely to interest rate swaps entietedn anticipation of the merger, are inclu
in the 2007 Successor results of operations. Tcdiose relating to or resulting from the 2007 merge discussed separately.

Seasonality. The nature of our business is seasonal totaicexxtent. Primarily because of sales of holidalgted merchandise, sales
in our fourth quarter (November, December and Janueave historically been higher than sales addan each of the first three quarters of
the fiscal year. Expenses and, to a greater exipetating income vary by quarter. Results of dogeshorter than a full year may not be
indicative of results expected for the entire y&amthermore, the seasonal nature of our businagsaffiect comparisons between periods.
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The following table contains results of @igns data for the 26-week periods ended July28@9 and August 1, 2008, and the dollar
and percentage variances among those periods:

26 Weeks Ended

2009 vs. 2008

(amounts in millions, except per share data) Jul. 31, 200! Aug. 1, 200¢  Amount change % change
Net sales by categor
Consumable $4,049.( $3476¢ % 572.1 16.2%
% of net sale: 71.26% 69.36%
Seasonas 779.% 706.¢€ 73.1 10.c
% of net sale: 13.72% 14.10%
Home product: 429.1 424.( 5.C 1.2
% of net sale: 7.55% 8.46%
Apparel 424.( 405.: 18.7 4.€
% of net sale: 7.46% 8.08%
Net sales $ 5,681.( $5,012.¢ $ 669.( 13.2%
Cost of goods sol 3,920.¢ 3,561.¢ 358.7 10.1
% of net sale: 69.00% 71.05%
Gross profit 1,761. 1,451.; 310.c 21.4
% of net sale: 31.00% 28.95%
Selling, general and administrative exper 1,303.: 1,197.; 106.1 8.S
% of net sale: 22.94% 23.88%
Operating profit 458.1 253.¢ 204.2 80.4
% of net sale: 8.06% 5.07%
Interest incom (0.2 (2.2 2.1 (95.0)
% of net sale: (0.00)% (0.04)%
Interest expens 179.2 200.: (21.]) (20.5)
% of net sale: 3.15% 4.00%
Other (income) expen: (0.7) 0.€ 1.3 —
% of net sale: (0.01)% 0.01%
Income before income tax 279.7 55.2 224k 406.7
% of net sale: 4.92% 1.10%
Income taxe: 103.1 21.€ 81.€ 378.2
% of net sale: 1.82% 0.43%
Net income $ 1766 $ 33¢ $ 143.( 425.1%
% of net sale: 3.11% 0.67%
Earnings per shar
Basic $ 056 $ 0.11 $ 0.4t 409.1%
Diluted 0.5t 0.11 0.44 400.(

Net Sales. The net sales increase in the 2009 year-tofuaied reflects a same-store sales increase 8%d6ompared to the same
period in 2008. For the 2009 quarter, there we2@@same-stores which accounted for sales of $5llk@h. The remainder of the sales
increase was attributable to new stores, partéafiget by sales from closed stores.
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Gross Profit. The gross profit rate as a percentage of sedes31.0% in the 2009 period compared to 28.9%er2008 period. Seve
factors contributed significantly to our gross fircdite expansion:

. Average markups increased as a result of our fonuswering costs from our vendors, while maintagnour every day low
prices, and changes we have made to the mix ofhraedise, such as the increase in private branditmich generally
represent higher gross profit rates.

. Distribution and transportation costs decreasealrasult of lower fuel costs and improved efficiescrising from changes in
our distribution processes. In addition, higheesalolumes resulted in improved cost leverage.

. Inventory shrink as a percentage of sales declined.

. The estimated LIFO provision in the 2009 period 8<% million compared to a provision of $16.0 ioifl in the 2008 period
based on our 2009 year-to-date product cost treoiagpared to 2008 as discussed above and our cestimates for the 2009
fiscal year.

SG&A Expenses. SG&A decreased to 22.9% as a percentage of sathe 2009 period from 23.9% in the 2008 peraodecrease of
94 basis points, primarily attributable to leverag@ined from significantly higher net sales axdssed above. As a percentage of sales,
waste management costs declined primarily as 4t r&scardboard recycling efforts, electricity, stgpayroll and occupancy costs decreased,
and professional fees (primarily legal expensesgu@ver in the 2009 period. In addition, worke@msnpensation costs and general liability
insurance expense decreased as a result of oumnwedtcost reduction and safety efforts. A nondasd asset impairment charge of
approximately $5.0 million in the 2009 period andreased advertising costs partially offset impmogats in SG&A. The overall 8.9%
increase in SG&A expense in the 2009 period contpar¢he 2008 period is primarily the result of amts required to operate new stores
and to support increased same-store sales levels.

Interest Income. Interest income consists primarily of interestinvestments. The decrease in interest incortigei2009 period
compared to the 2008 period was the result of |lamterest rates.

Interest Expense. The decrease in interest expense in the 2008dpieom the 2008 period is due to lower intemates on our variable
rate debt, primarily on our term loan, and lowetstanding borrowings as the result of the repuretwd$44.1 million of the senior
subordinated notes in the fourth quarter of 2008.

Income Taxes. The effective income tax rate for the @6ek period ended July 31, 2009 was 36.9% comparadate of 39.1% for ti
26-week period ended August 1, 2008. Both perindsided similar amounts of income tax-related ederbut because the 2009 pretax
income was higher, the effective rate was impatiealesser degree. In addition, the 2009 perioefited from a reduction in a deferred tax
valuation allowance related to state income taglitse¢hat did not occur in 2008.
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Fiscal Year 2008, 2007 Successor and Predecessooé& and Fiscal Year 2006

The following table contains results of @i@ns data for fiscal year 2008, the SuccessdPandecessor periods in 2007, and fiscal yeat
2006.

Successor Predecessor

(amounts in millions, except per share data) 2008 2007(a)(c) 2007(b)(c) 2006(c)
Net sales by categor
Consumable $ 7,248.. $3,701.° $2,615.. $6,022.(
% of net sale 69.31% 66.44% 66.65% 65.67%
Seasona 1,521t 908.: 604.¢ 1,510.(
% of net sale 1455% 16.30% 15.42% 16.47%
Home product: 862.2 507.C 362.7 914.¢
% of net sale 8.24% 9.10% 9.24% 9.97%
Apparel 825.€ 454.¢ 341.( 723.k
% of net sale 7.89% 8.16% 8.69% 7.89%
Net sales $10,457. $5,571.! $3,923.( $9,169.¢
Cost of goods sol 7,396.¢ 3,999.¢ 2,852.: 6,801.¢
% of net sale 70.73% 71.79% 72.69% 74.17%
Gross profi 3,061.: 1,571.¢ 1,071.¢ 2,368.:
% of net sale 29.27% 28.21% 27.31% 25.83%
Selling, general and administrative exper 2,448.¢ 1,324t 960.¢ 2,119.¢
% of net sale 23.41% 23.77% 24.49% 23.12%
Litigation settlement and related costs, 32.C — — —
% of net sale 0.31% — — —
Transaction and related co — 1.2 101.¢ —
% of net sale — 0.02% 2.58% —
Operating profit 580.5 246.1 9.2 248.<
% of net sale 5.55% 4.42% 0.24% 2.71%
Interest incomi 3.0 (3.8 (5.0 (7.0
% of net sale (0.03)% (0.07)% (0.13)% (0.08)%
Interest expens 391.¢ 252.¢ 10.3 34.¢
% of net sale 3.75% 4.54% 0.26% 0.38%
Other (income) expen: (2.8 3.€ — —
% of net sale (0.03)% 0.07% — —
Income (loss) before income tax 194.¢ (6.€) 4.C 220.¢
% of net sale 1.86% (0.12)% 0.10% 2.40%
Income taxe: 86.2 (1.8 12.C 82.4
% of net sale 0.82%  (0.03)% 0.31% 0.90%
Net income (loss $ 1082 $ (4.8 $ (8.0 $ 137«
% of net sale 1.03% (0.09)% (0.20)% 1.50%
Earnings per share(

Basic $ 034 $ (0.02

Diluted 0.34 (0.02)

(@) Includes the results of operations of Buck AcqigsitCorp. for the period prior to its 2007 mergethwand into Dollar General
Corporation from March 6, 2007 (Buck's formatiomjough July 6, 2007 (reflecting the change in ¥aiue of interest rate swaps), ¢
the post-merger results of Dollar General Corporator the period from July 7, 2007 through Febyulr2008.
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(b)
(©

(d)

Includes the pre-merger results of Dollar Gene@pOration for the period from February 3, 200%tlgh July 6, 2007.

Includes the effects of certain strategic merchsindiand real estate initiatives that resultedvendlosing of approximately 460 stores
and changes in our inventory management model weishited in greater inventory markdowns than &vymus years.

Because of our 2007 merger, our capital structor@ériods before and after the merger is not coatpe and therefore we are
presenting earnings per share information onlypfaiods subsequent to our 2007 merger.
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The following discussion of our financi@rformance also includes supplemental unauditedgonea condensed consolidated financial
information for fiscal years 2007 and 2006. Becamsemerger occurred during our 2007 second quareibelieve this information aids in
the comparison between the periods presented. fbh@pna information does not purport to represenat our results of operations would
have been had the 2007 merger and related tramsaetctually occurred at the beginning of the yeaiicated, and they do not purport to
project our results of operations or financial dtind for any future period. The following tablergains results of operations data for 2008
compared to pro forma results of operations fardigears 2007 and 2006, and the dollar and pexgentariances among those years. See "—
Unaudited Pro Forma Condensed Consolidated Findnéamation" below.

2008 vs. 2007 2007 Pro Forma vs.

Pro Forma Pro Forma 2006 Pro Forma
(amounts in millions) 2008 2007 2006 $ changt % change $ change % change
Net sales by categor
Consumable $ 7,248. $6,316.¢ $6,022.( $931.€ 14.7%$ 294.¢ 4.S%
% of net sale 69.31% 66.5% 65.61%
Seasona 1521 1,513.0 1,510.( 8.2 0.5 3.2 0.2
% of net sale 14556 159 16.4%
Home product: 862.2 869.¢ 914.¢ (75) (0. (446 (4.9
% of net sale 8.2% 9.1€% 9.97%
Apparel 825.€ 795.¢ 723.k 30.2 3.8 72.C 9.6
% of net sale 7.8% 8.3t% 7.8%
Net sales $10,457. $9,495.. $9,169.f $962.«  10.1%$ 325. 3.5%
Cost of goods sol 7,396.¢ 6,852 6,803.. 544.] 7.9 49.2 0.7
% of net sale 70.7% 721% 74.1%
Gross profi 3,061.:. 2,642.¢ 2,366.7 418.: 15.& 276.] 11.7
% of net sale 29.2% 27.8% 25.8%
Selling, general and administrative expel 2,448.¢ 2,310.¢ 2,180.¢ 137.i 6.0 130.C 6.C
% of net sale 23.41% 24.3% 23.7¢%
Litigation settlement and related costs, 32.C — — 32.C — — —
% of net sale 0.31% — — — —
Transaction and related co — 1.2 — (1.2 — 1.2 —
% of net sale — 0.01% —
Operating profi 580.t 330.€ 185.7 249.¢ 75.€ 144.¢ 78.C
% of net sale 5.55% 3.48% 2.05%
Interest incomi (3.2 (8.8 (7.0 5.8 (65.9 (1.0 26.5
% of net sale (0.09% (0.09% (0.08)%
Interest expens 391.¢ 436.7 436.¢ (44.¢ (10.9 (0.29 (0.0
% of net sale 3.7%% 4.6(% 4.7¢%
Other (income) expen: (2.9 3.6 — (6.9 — 3.€ —
% of net sale (0.09%  0.04% —
Income (loss) before income tax 194.4 (200.9) (244.2) 295.: — 143 (58.9)
% of net sale 1.8¢% (1.06% (2.66)%
Income taxe: 86.2 (42.9 (88.0) 129.1 — 45.1 (51.9)
% of net sale 0.82% (0.45% (0.96)%
Net income (loss $ 1082 $ (57.9 $ (156.7) $166.1 —%$ 98.2 (62.9%
% of net sale 1.0% (0.61)% (1.70%
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Net Sales. The net sales increase in fiscal 2008 reflactame-store sales increase of 9% compared to E60the 2008 fiscal year,
there were 8,153 same-stores which accounted les 88$10.12 billion. There were no purchase anting or other adjustments to net sales
as a result of our 2007 merger, therefore, the 2@@8ales and other amounts presented relateDibriet sales are calculated using the 2007
52-week fiscal year. The remainder of the incréasales in fiscal 2008 was attributable to newestppartially offset by sales from closed
stores. The increase in consumables sales reflextsrious initiatives implemented in 2008, inéhgdthe impact of improved store
standards, the expansion of convenience food averfge offerings, improved utilization of squaretige and extended store hours. The
majority of our merchandising efforts in 2008 rethto the consumables category, including planogesm®@ts and increased emphasis on
private brand products as further discussed abotheei Executive Overview. Both the number of custbtransactions and average
transaction amount increased for the year, andelieve that our stores benefited to some degree &tracting new customers who are
seeking value as a result of the current economic@ment.

The net sales increase in 2007 primarilleces a same-store sales increase of 1.9% fo2@0& Successor period and 2.6% for the
Predecessor period compared to the same peri@t For the 2007 Successor period, there weB5&ame-stores (generating
$5.26 billion of net sales) and for the 2007 Predsor period there were 7,655 same-stores (gemp&Ri66 billion of net sales). Sales
resulting from new store growth, including 170 n&tares in the 2007 Successor period and 195 stotke 2007 Predecessor period, were
partially offset by the impact of store closinggtie 2007 Predecessor and Successor periods 20060 Sales of consumables were 66.4¢
total sales in the 2007 Successor period and 66fa@al sales in the 2007 Predecessor period, aoaapto 65.7% of total sales in 2006,
resulting from successful changes during the 2@@ibgds to our consumables merchandising mix. S#lesasonal merchandise increased
slightly in dollars but declined as a percentagtotdl sales in the 2007 periods compared to 280farel sales increased as a percentage of
total sales in the 2007 periods compared to 200@evome products sales decreased as a percasftagies. To some extent, sales in these
more discretionary categories were affected byefforts to eliminate our inventory packaway strgtey the end of 2007 and to reduce
overall inventory levels. In addition, we believdes of seasonal merchandise, apparel and homegtsogiere negatively affected by
continued economic pressures on our customerscylarty in the fourth quarter of 2007. The incre&s same-store sales represents an
increase in average customer purchase, offsetshygte decrease in customer traffic.

Of our four major merchandise categories,donsumables category has grown significantly theepast several years. Although this
category generally has a lower gross profit raéam tfihe other three categories, as discussed balewave been able to increase our overall
gross profit rate since our 2007 merger. Becauskeoimpact of sales mix on gross profit, we camdity review our merchandise mix and
strive to adjust it when appropriate. Maintainimgagopropriate sales mix is an integral part of @agnig our gross profit and sales goals.

Gross Profit. The gross profit rate as a percentage of sedas29.3% in 2008, compared to 28.2% in the 20@t&ssor period, 27.3%
in the 2007 Predecessor period, and 27.8% forgrod 2007. Factors contributing to the increagbén2008 gross profit rate include a lower
inventory shrink rate; lower promotional markdowimproved leverage on distribution and transpastatiosts; and improved markups
related to changes resulting from the outcome iofry analysis, our ability to react more quickdygroduct cost changes and diligent vendor
negotiations. In January 2009, we marked down naerdise as the result of a change in the interpoetaf the phthalates provision of the
Consumer Product Safety Improvement Act of 2008ltieg) in a charge of $8.6 million. Also in 2008evieced increased commodity cost
pressures mainly related to food and pet produbtstwhave been driven by rising fruit and vegetaislees and freight costs. Increases in
petroleum, resin, metals, pulp and other raw mateammodity driven costs also resulted in multipleduct cost increases. Related to these
commodity cost increases, we recorded a LIFO piavisf $43.9 million in 2008, compared to the LIp&vision recorded in the 2007
Successor period of $6.1 million. We intend to @ddrthese commodity cost increases through negasawith our vendors and by
increasing retail

46




Table of Contents

prices as necessary. On a quarterly basis, weastittne annual impact of commodity cost fluctuagibased upon the best available
information at that point in time.

The gross profit rate as a percentagele§seas 27.3% in the 2007 Predecessor period, 28128& 2007 Successor period, and 27.8%
in pro forma 2007, compared to 25.8% in 2006. Aacffecting the increase in the gross profit ratdude: lower markdowns (markdowns in
2006 included significant markdowns and below eafftistments relating to the move away from our paely inventory strategy); and
improved leverage on distribution and transportatiosts driven by logistics efficiencies. The grpsHit rate in the 2007 Successor period
was greater than in the Predecessor period, indparto the seasonality of our sales which generadiult in greater sales of higher margin
discretionary purchases in the fourth quarter. €fiisg the factors listed above was an increaseiirshrink rate in the 2007 periods as
compared to 2006 and a shift in the mix of saleamdéoe consumables products which have relativelielagross profit rates.

SG&A Expense. SG&A expense as a percentage of sales decr&ag8d4% in 2008, compared to 23.8% and 24.5%erR2007
Successor and Predecessor periods, respectivaymte significant items resulting in the decréas®08 compared to the 2007 periods
include: approximately $9.0 million and $45.0 naitliin the 2007 Successor and Predecessor pergsgeatively (including $2.4 million and
$4.1 million, respectively, also included in adigng costs discussed below) relating to the clpsihstores and the elimination of our
packaway inventory strategy; a $5.0 million gair2008, compared to a $12.0 million loss in the 280€cessor period, relating to potential
losses on distribution center leases; advertisosgscof $27.8 million in 2008 compared to $23.8ionland $17.3 million in the 2007
Successor and Predecessor periods, respectivelyemmeases in workers' compensation and otherainse-related costs compared to the
2007 periods. These decreases were partially dffsah increase in incentive compensation andeelpayroll taxes in 2008 compared to the
2007 periods due to improved overall financial parfance, increased amortization of leasehold inidescapitalized in connection with the
revaluation of assets at the date of our 2007 menge: an increase in professional fees in 2008 emetpto the 2007 periods primarily
reflecting legal expenses related to shareholtigation.

SG&A decreased to 23.4% of sales in 2008)pared to 24.3% of sales in pro forma 2007. Theersmnificant items resulting in the
decrease from the 2007 pro forma results incluBié:Gmillion of costs in pro forma 2007 SG&A retgito the closing of stores and the
elimination of our packaway inventory strategy;za0million gain in 2008, compared to a $12.0 moillioss in the 2007 pro forma period
relating to possible losses on distribution celdgases; and decreases in workers' compensatioothedinsurance-related costs in 2008 of
$10.4 million compared to the 2007 pro forma peribldese decreases were partially offset by an &serén incentive compensation and
related payroll taxes of $42.0 million in 2008 caargd to pro forma 2007 due to improved overallritial performance and an increase in
professional fees in 2008 of $10.4 million compaegdro forma 2007 primarily reflecting legal exges related to shareholder litigation.

SG&A expense increased as a percentagdex 0 23.8% in the 2007 Successor period and@h3he 2007 Predecessor period from
23.1% in 2006. SG&A in the 2007 periods includez3.8 million in the 2007 Successor period relatedrhortization of leasehold intangib
capitalized in connection with the revaluation s$ets at the date of our 2007 merger; $19.3 mi#liweh $7.6 million of administrative
employee incentive compensation expense in the 30@¢essor and Predecessor periods, respectigsiyting from meeting certain
financial targets, compared to $9.6 million of d&tinary bonuses in 2006; approximately $9.0 oilland $45.0 million of expenses in the
2007 Successor and Predecessor periods, respgctalating to the closing of stores and the elatiion of our packaway inventory strategy
(compared to approximately $33 million in 2006) @mdaccrued loss of approximately $12.0 milliohie 2007 Successor period relating to
probable losses for certain distribution centesdsa In addition, SG&A in the 2007 Successor panotlides approximately $4.8 million of
KKR-related consulting and monitoring fees. SG&#eRrse in 2006 was
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partially offset by insurance proceeds of $13.0iamlreceived during the year related to lossesriredd due to Hurricane Katrina.

On a pro forma basis, SG&A expense incrasea percentage of sales to 24.3% in 2007, cadpar23.8% in 2006. SG&A in the 2C
pro forma results compared to 2006 includes: $26l€on of administrative employee incentive compation expense in 2007 resulting fr
meeting certain financial targets, compared to $8l6on of discretionary bonuses in 2006; approately $54 million of expenses in 2007
relating to the closing of stores and the elimwif our packaway inventory strategy, compareapgroximately $33 million in 2006; and
accrued loss of approximately $12.0 million in 208l&ting to probable losses for certain distributcenter leases. SG&A expense in 2006
was partially offset by insurance proceeds of $h3ilon received during the year related to losisesirred due to Hurricane Katrina.

Litigation Settlement and Related Costd, NeThe $32.0 million in 2008 represents the settliet of a class action lawsuit filed in
response to our 2007 merger, and includes a $4lliomsettiement and estimated expenses of $21Bomj net of $10.0 million of insurance
proceeds received in the fourth quarter of 2008.

Transaction and Related CostsThe $1.2 million and $101.4 million of expensesorded in the 2007 Successor and Predecessor
periods, respectively, reflect $1.2 million and $6aillion, respectively, of expenses related to 2007 merger, such as investment banking
and legal fees as well as $39.4 million of compgosaxpense in the Predecessor period relateh¢i sptions, restricted stock and
restricted stock units which were fully vested iniagely prior to and as a result of our 2007 merger

Interest Income. Interest income consists primarily of interestinvestments. The decrease in interest incor@@®3 compared to the
2007 periods was a result of lower interest rgiagjally offset by higher investments. In the 2@&fiods (primarily the 2007 Predecessor
period) we had higher levels of cash and short-iesastments on hand as compared to 2006.

Interest Expense. The significant increase in interest expens20id8 and the 2007 Successor period subsequent 8007 merger is
due to interest on long-term obligations incurredinance the merger. See further discussion ufediquidity and Capital Resources”
below. We had outstanding variable-rate debt o3&®#lion and $787 million, after taking into codsration the impact of interest rate
swaps, as of January 30, 2009 and February 1, 28§8¢ctively. The remainder of our outstandingbtddness at January 30, 2009 and
February 1, 2008 was fixed rate debt.

Interest expense in 2008 was less than pi@forma interest expense due to lower borroveimpunts, specifically on the senior sect
asset-based revolving credit facility and Senido@dinated Notes, along with lower interest raRr®. forma interest expense for both 2007
and 2006 was approximately $437 million.

Other (Income) Expense.ln 2008, we recorded a gain of $3.8 millionutéag from the repurchase of $44.1 million of &enior
Subordinated Notes, offset by expense of $1.0aniltelated to hedge ineffectiveness related t@ireniterest rate swaps.

During the 2007 Successor period, we reswbah unrealized loss of $4.1 million related ® ¢hange in the fair value of interest swaps
prior to the designation of such swaps as cash fleglges in October 2007, offset by earnings of #fillfon under the contractual provisions
of the swap agreements. Also during the 2007 Ssocgeriod, we recorded $6.2 million of expenséated to consent fees and other costs
associated with a tender offer for certain notg@pke maturing in June 2010 ("2010 Notes"). Appnuedely 99% of the 2010 Notes were
retired as a result of the tender offer. The coatted to the tender of the 2010 Notes were pligroéfset by a $4.9 million gain in the 2007
Successor period resulting from the repurchas@8fmillion of our Senior Subordinated Notes.
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Income Taxes. The effective income tax rates for 2008, the7228uccessor and Predecessor periods and 200&Gwerg@ense of
44.4%, a benefit of 26.9% and expense of 300.2% 3d@M%, respectively.

The 2008 income tax rate is greater tharettpected U.S. statutory tax rate of 35% pringipduie to the non-deductibility of the
settlement and related expenses associated withO@Tr merger-related shareholder lawsuit.

The income tax rate for the Successor gezialed February 1, 2008 is a benefit of 26.9%s bhnefit is less than the expected U.S.
statutory rate of 35% due to the incurrence okstatome taxes in several of the group's subsatidhat file their state income tax returns on
a separate entity basis and the election to in¢lefflective February 3, 2007, income tax relatadrgst and penalties in the amount reported
as income tax expense.

The income tax rate for the Predecessdog@nded July 6, 2007 is an expense of 300.2%s &kpense is higher than the expected U.S.
statutory rate of 35% due principally to the nowhatibility of certain acquisition related expenses

Off Balance Sheet Arrangements

We lease three of our distribution cenfeym lessors, which meet the definition of a Valialmterest Entity ("VIE") as described by
Financial Accounting Standards Board ("FASB") Iptetation 46Consolidation of Variable Interest Entiti€49-IN 46"), as revised. One of
these distribution centers has been recorded iasiacfng obligation whereby the property and equptare reflected in our consolidated
balance sheets. The land and buildings of the dttedistribution centers have been recorded asatipg leases in accordance with
Statement of Financial Accounting Standards ("SBA®). 13,Accounting for LeasesWe are not the primary beneficiary of these V4ad,
accordingly, have not included these entities inamnsolidated financial statements. Other tharfdhegoing, we are not party to any off
balance sheet arrangements.

Unaudited Pro Forma Condensed Consolidated Financidnformation

The following supplemental unaudited prorfa condensed consolidated statements of operataiashave been developed by applying
pro forma adjustments to our historical consolidat&atements of operations. We were acquired gnaJl007 through a merger accounted
for as a reverse acquisition. Although we continasdhe same legal entity after this merger, tisermpanying unaudited pro forma
condensed consolidated financial information ispnted for the Predecessor and Successor relatthg periods preceding and succeeding
the merger, respectively. As a result of our 20@rger, we applied purchase accounting standarda ae@v basis of accounting effective
July 7, 2007. The unaudited pro forma condenseddlmated statements of operations for the yeate@dfebruary 1, 2008 and February 2,
2007 gives effect to the 2007 merger as if it hecbored on February 3, 2007 and February 4, 2@3pectively. Assumptions underlying the
pro forma adjustments are described in the accoyipgmotes, which should be read in conjunctiorhwiitis unaudited pro forma condensed
consolidated financial information.

The unaudited pro forma adjustments aredapon available information and certain assumpttbat we believe are reasonable under
the circumstances. The unaudited pro forma condecmesolidated financial information is presentedsupplemental informational purpo
only, although we believe this information is usefuproviding comparisons between years. The uitadgro forma condensed consolidated
financial information does not purport to represghtt our results of operations would have beendumd®007 merger and related
transactions actually occurred on the date indiaad they do not purport to project our resultsperations or financial condition for any
future period. The unaudited pro forma condensedaaated statements of operations should beireaghjunction with other sections of
this Management's Discussion and Analysis of Firs@ondition and Results of Operations, as well@aected Historical Financial and
Other Data" and our audited consolidated finarst@ements and related notes thereto appearing
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elsewhere in this prospectus. All pro forma adjsita and their underlying assumptions are describime fully in the notes to our unaudi

pro forma condensed consolidated statements oftipes.

Fiscal Year Ended February 1, 2008

(In thousands) Successor Predecessor  Adjustments Pro Forma

Net sales $5,571,49: $3,923,75. $ —  $9,495,24i
Cost of goods sol 3,999,59° 2,852,17: 69t (a) 6,852,47.
Gross profit 1,571,89. 1,071,57 (695) 2,642,771
Selling, general and administrative expe  1,324,50 960,93( 25,46. (b) 2,310,89
Transaction and related co 1,24z 101,39° (101,39)(c) 1,24:
Operating profit 246,14 9,24¢ 75,24 330,63:
Interest incom (3,799 (5,046 — (8,845
Interest expens 252,89 10,29¢ 173,50: (d) 436,69t
Other (income) expen: 3,63¢ — — 3,63¢
Income (loss) before income tax (6,599 3,99¢ (98,26)) (100,859
Income tax expense (benel (1,775 11,99: (53,139(e) (42,920
Net loss $ (4,819 $ (7,999 $ (45,129 $ (57,939

See notes to unaudited pro forma condensed coasetidtatements of operations.

Fiscal Year Ended February 2, 2007

(In thousands) Predecessor  Adjustments Pro Forma

Net sales $9,169,82, $ —  $9,169,82:
Cost of goods sol 6,801,61 1,532 (a) 6,803,14!
Gross profit 2,368,20! (1,532 2,366,67.
Selling, general and administrative exper 2,119,92! 61,01¢ (b) 2,180,94!
Operating profit 248,27¢ (62,549 185,72¢
Interest incomi (7,002 — (7,009
Interest expens 34,91t 401,98 (d) 436,90:
Income (loss) before income tax 220,36: (464,539 (244,177
Income tax expense (bene! 82,42( (170,409(e) (87,989
Net income (loss $ 137,940 $(294,13) $ (156,189

See notes to unaudited pro forma condensed coasetidtatements of operations.

(@)

(b)

Notes to Unaudited Pro Forma Condensed ConsolidStatements of Operations

Represents the estimated impact on cost of goddodepreciation expense related to the adjustreefair value of the property a

equipment at our distribution centers.

Primarily represents depreciation and amortizatibthe fair value adjustments related to tangilvié mtangible long-lived assets.
Identifiable intangible assets with a determindiféchave been amortized on a straight-line basihé unaudited pro forma
consolidated statement of operations over a pednding from 2 to 17.5 years. The primary fair eahdjustments (on which the pro
forma adjustments are based) impacting SG&A expewsege to leasehold interests ($185 million), propand equipment

($101 million) and internally developed softwardZ3$million). This adjustment also includes managetfees that are payable to
affiliates of certain of the Investors subsequerthe closing of our 2007 merger and related tretiwas (at an initial annual rate of

$5.0 million which shall be increased by 5% forteaacceeding year during the term of the agreement)
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(d)

Represents $101.4 million of charges that are egnsring in nature and directly attributable to 8007 merger and related
transactions. Such charges are comprised of $3#lidmof stock compensation expense from the ametion of unvested stock
options, restricted stock and restricted stocksuait required as a result of this merger and $62li@n of transaction costs we
incurred that were expensed as one-time chargasthpaclose of the merger. Such adjustments donohide any adjustments to
reflect the effects of our new stock based comp@rsalan.

Reflects pro forma interest expense resulting foamnew capital structure as if the new capitalcttire had been in place on
February 3, 2007 and February 4, 2006, respect{ireimillions):

Predecessor
Fiscal Year Endec  Period Endec

February 2, 2007 July 6, 2007

Revolving credit facility(1, $ 212 $ 8.S
Term loan facilities(2 177.¢ 74.1
Notes(3) 210.¢ 87.¢
Letter of credit fees(4 1.7 0.7
Bank commitment fees(* 2.3 aL{e
Other existing debt obligations( 7.2 3.C
Total cash interest expen 421.3 175.€
Amortization of capitalized debt issuance costs @delot discount(: 9.€ 4.1
Amortization of discounted liabilities(¢ 8.t 3.5
Other(9) (2.7 0.€
Total pro forma interest expen 436.¢ 183.¢
Less historical interest exper (34.9 (10.9)
Net adjustment to interest expel $ 402.C $ 173t

(1)  The $1.125 billion revolving credit facility becareffective on the date of our 2007 merger and esuan interest rate
of 3-month LIBOR of 5.32% plus 1.50% for tranchéo@ns and 3-month LIBOR of 5.32% plus 2.25% fonttze A-1
loans based upon such rates at the date of ourr@@@Jer. Reflects assumed borrowings of $175.0anilinder
tranche A and $125.0 million under tranche A-1 baggon projected borrowing needs at the date 02607 merger.
Such levels of borrowings will fluctuate in futyseriods dependent upon short term cash needs. Ehamthe levels ¢
borrowings would impact interest expense.

(2)  Reflects interest on the $2.3 billion term loanilfgcwhich became effective on the date of our 200erger at a rate of
LIBOR (as of our 2007 merger date) plus 2.75%. &dde against interest rate risk, we have entetechiswap
agreement with respect to a $2.0 billion notiomabant for 4.93%. This swap agreement became eftees a result of
the acquisition on July 31, 2007 and will amortizea quarterly basis until maturity at July 31, 20The unhedged
portion of the facility is reflected at an intereate of LIBOR of 5.32% plus 2.75%.

(3) Reflects interest on the 10.625% Senior Notes dn@i75%/12.625% Senior Subordinated Notes which vesteed on
the date of our 2007 merger. Assumes the caslesttpayment option at a rate of 11.875% has beeteel with
respect to all of the Senior Subordinated Notes.

(4)  Represents fees on balances of trade letters dit ofe$141.2 million at 0.75% and standby lettefsredit of
$40.7 million at 1.50%.
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(5) Represents commitment fees of 0.375% on the $6@Rlidn unutilized balance of the revolving creticility at July 6
2007. Outstanding letters of credit noted in (4\ebreduce the availability under the revolvingdaréacility.

(6) Represents historical interest expense on othstiegiindebtedness.

(7)  Represents debt issuance costs associated witfeth&éank facilities amortized using the effectinterest method over
6 years for the revolving facility, 7 years for tieem loan facility, 8 years for the senior notE3,years for the senior
subordinated notes and 8 years for other capithlitabt issuance costs. Also includes the amonizatf debt discount
of the Senior Notes.

(8) Represents interest expense on long-term lialsilitirich were discounted as a result of our 200 garer

9) Represents an adjustment to historical interestresg to reflect the effect of the adoption of aureecounting
standards for income taxes, offset by capitalizgerest expense.

(e) Represents the tax effect of the pro forma adjustspealculated at an effective rate of 54.1% lier Predecessor period ended July 6,
2007 and 36.7% for the fiscal year ended Februp®pQ7. The effective tax rate, a benefit, appleethe pro forma changes for the
Predecessor period ended July 6, 2007, reflectgrthéorma elimination of non-deductible transactamsts from income before taxes.
The pro forma income tax expense for the year ef@bduary 2, 2007 has been adjusted to reflectgdsarequired by FIN 48 as if
FIN 48 had been adopted as of the beginning oyéae.

Effects of Inflation

In 2008, increased commaodity cost pressonasly related to food and pet products, whichehbgen driven by fruit and vegetable
prices and rising freight costs, have increaseatists of certain products. Increases in petroleasin, metals, pulp and other raw material
commodity driven costs also resulted in multipledurct cost increases. We believe that our abitincrease selling prices in response to
increases largely mitigated the effect of these itmseases on our overall results of operations.dMieve that inflation and/or deflation he
minimal impact on our overall operations during B9 year-to-date period and in fiscal years 200 2006.

Stock Compensation

As described in more detail in Note 10 ""®hbased payments" to our audited consolidatediahstatements for the year ended
January 30, 2009, we account for stock option gramaccordance with Statement of Financial AccognStandards 123(R),Share-Based
Paymen™ ("SFAS 123(R)"). Under SFAS 123(R), the fair valof each award is separately estimated and aradiitito compensation
expense over the service period. The fair valuguofstock option grants are estimated on the glare using the Black-Scholes-Merton
valuation model. The application of this valuatioondel involves assumptions that require judgmedta®e highly sensitive in the
determination of compensation expense.
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During the most recent 12-month period tigto July 31, 2009, we have granted the followinglstoptions:

Intrinsic

Grant date Number of Options  Exercise Price  Fair Value of Common Stock(1  Fair Value of Option Grant(2)  Value(3)
August 28, 200t 1,922,83. % 8.7¢ $ 8.7t $ 42: $ —
December 19, 200 1,482,44. 8.7t 8.7t 4.1C —
March 18, 200¢ 491 ,42! 9.6< 9.63 4.5¢€ —
May 28, 200¢ 731,82: 12.9¢ 12.9¢ 6.3¢ —

(1)  All fair valuations were determined by our boarddoEctors in consultation with management at thte @f each stock option grant.
(2) As determined using the Black-Scholes-Merton vébmatnodel at the date of each stock option grant.

3) Intrinsic value reflects the amount by which théuesof the shares (as of the grant date) exceedsxércise price of the stock option.

At July 31, 2009, we had approximately Irdiflion stock options outstanding, approximatel$ #illion of which were vested with an
intrinsic value of $56.8 million, and approximaté@yl million of which were unvested with an intimsalue of $108.2 million. Intrinsic valt
reflects the amount by which $21.00 (the offerimgg) exceeds the exercise price of the outstanstiock options.

Significant factors, assumptions and methodologigsed in determining fair value of our common stook the grant dates of stock
option awards made subsequent to August 1, 2008

We granted stock options on four datesemisnt to August 1, 2008. Set forth below are §icamt factors considered, assumptions
made and methodologies used in determining fairevah each grant date.

Valuation Methodologies. Each of the fair value determinations discusssgdw utilized, in part, two alternative valuatiapproaches.
The first approach, referred to as the income aggrois a valuation technique that provides amegion of the fair value of a business based
upon the cash flows that it can be expected torgémever time. The second approach, referred tbeamarket comparable approach, is a
valuation technique that provides an estimatiofawfvalue based on market prices of publicly tcthdempanies. In determining a value, we
considered the indications of value from both tieome approach and the market comparable appra&ath were consistent and overlap
at each valuation date. As a result of the consigtbetween the two approaches, we applied equghtireg in deriving a final indication of
value. Alternate weighting methods could result idifferent indication of fair value.

The income approach utilized begins witteatimation of the annual cash flows that a busiiesxpected to generate over a discrete
projection period. The estimated cash flows foheafcthe years in the period are then convertetéw present value equivalent using a rate
of return considered appropriate given the riskaifieving the projected cash flows. The presentevaf the estimated cash flows are then
added to the present value equivalent of the rasilue of the business at the end of the prajaqgtieriod to arrive at an estimate of fair
value. Such an approach necessarily relies on atins of future cash flows that are inherentlyartain, as well as a determination of an
appropriate rate of return in order to derive pnés@lue equivalents of both the projected cashdland the residual value of the business at
the end of the period. The use of different estiomst of future cash flows or a different rate dfira could result in a different indication of
fair value.

The market comparable approach utilizgsairt a comparison to publicly traded companiesrilar lines of business. In this regard, a
search was conducted of public companies utiliimgsame standard

53




Table of Contents

industrial classification code as our company. Starhpanies were then analyzed to determine whick w@st comparable based on various
factors, including industry similarity, financidkk, company size, geographic diversification, gitowpportunities, similarity of reaction to
macroeconomic factors, profitability, financial datvailability and active trading volume. Four c@njes were included as comparable
companies in the market comparable approach thouighe entire period presented. Three additioaalpanies were included with respect
to 2008 grant dates but were removed prior to G@9yrant dates due to their pharmacy businessesggrthat were determined to be
inconsistent with our operations. At the same timglace of the removed companies, we added odiéi@thl discount retailer that was
deemed to be a comparable company. Assuming thdhése changes to the comparable company seakext place prior to the analyses
conducted in connection with the 2008 grant ddtesyaluation range indicated from the market caiapla approach would have increased
on the low and high end by less than 5%. Alterdaterminations of which publicly traded entitiemisttuted comparable companies could
result in a different indication of fair value.

Fair Value at August 28, 2008.To determine the fair value of our common stookAugust 28, 2008 of $8.75 per share, our primary
considerations included:

. a valuation utilizing the above valuation methodspared as of May 2, 2008 that indicated a valnatmge between $8.37 ¢
$9.59 per share,

. an improvement in financial performance relativetw budget from May 2, 2008 through August 28,8200

. continued business uncertainty, including the etgqigm that the full impact of our new leaderstdpr and our business
initiatives would take time and risk to implement,

. a decline in the equity markets generally over fieisod, and no material change in the market pexdoce of comparable
companies, and

. worsening of general economic conditions and oltloeer this period.

Fair Value at December 19, 2008.To determine the fair value of our common stookDecember 19, 2008 of $8.75 per share, our
primary considerations included:

. the May 2, 2008 valuation and the other factorsm®ered in the August 28, 2008 fair value detertndmanoted above,
. further improvement in financial performance relatto our budget from August 28, 2008 through Ddwemi9, 2008,
. continued business uncertainty, particularly reldtethe costs and risks associated with new bssimgtiatives resulting from

the priorities of our new management team beingempnted, including private brand expansion, fareigurcing
acceleration, setting new store standards and eakestate analytical processes,

. a substantial decline from August 28, 2008 throDgkember 19, 2008 in the equity markets generafiyyell as in the market
performance of comparable companies,

. the lack of free accessibility as of such datéhtodquity capital markets, creating difficultiesmarketability and liquidity, and

. a significant worsening of economic and consuméiool over this period resulting from the emergiegession and extensive

financial crisis.
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Fair Value at March 18, 2009. To determine the fair value of our common stookViarch 18, 2009 of $9.63 per share, our primary
considerations included:

. a valuation as of January 30, 2009 that indicateal@ation range between $8.94 and $10.17 per share

. a determination that there had been no materialgghén valuation from January 30, 2009 to March2)9,

. slight improvement in our operating and financiatfprmance from January 30, 2009 through Marc2089,

. a slight decline in the equity markets generallgrathis period, as well as a slight increase imtlagket performance of

comparable companies,
. the continued lack of free accessibility as of sdate to the equity capital markets, and

. a slight worsening in economic and consumer outlmgds this period.

Fair Value at May 28, 2009. To determine the fair value of our common stonkMay 28, 2009 of $12.95 per share, our primary
considerations included:

. a valuation as of such date that indicated a v@naange between $11.95 and $13.86 per share,

. improved financial performance relative to our beidpr the first quarter of 2009, including momenttelating to new
initiatives in our consumables category, resultmgn increase in our internal forecasts for 2068rfcial performance,

. less uncertainty in business performance, partilyutaven that our new leadership team was fullplace at this point in time,

. significant improvement in the equity markets gaflgr and in the market performance of comparablaganies specifically,
from March 18, 2009 through May 28, 2009,

. improving accessibility as of such date to the gocapital markets, and

. significant improvement in economic and consumeiool over this period.

Comparison to Offering Price. The value of our common stock, based upon ffeging price, is significantly higher than the iesated
fair value of our common stock as of each of thedoing dates on which option grants were issueglndte that, as is typical in initial pub
offerings, the offering price was not derived usinfprmal determination of fair value. Instead, tifiering price has been determined based
upon discussions between us and the underwritéheinffering. Among the factors considered in datring this price were prevailing
market conditions, our historical performance,mates of our business potential and earnings pctspEn assessment of our management
and the consideration of the above factors inimeiab market valuation of companies in relatediesses. In addition to this difference in
purpose and methodology, we believe that the diffee in value reflected between the offering paice the option grant dates since
August 1, 2008 is principally attributed to theléoling significant events that have occurred sid@euary 2009, and particularly after
May 28, 2009:

. our substantially improved financial performancaimy related to sales growth, particularly in @@ensumables category, and
margin expansion due to improved product costajaed inventory shrink and continued distributioficgncies, specifically:

. for the first half of 2009, our total sales gromths 13.3%, including same-store sales growth &%(n top of 7.8%

same-store sales growth in the first half of 200&0mparison to the comparable companies disclasede, which
had total sales growth of 2.4% (calculated usisgrle average) in the first half of 2009,
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. for the second quarter of 2009, our same stors gaéav 8.6% while the comparable companies' saone sales
decreased 0.1% (calculated using a simple average),

. we generated net income of $176.6 million for tingt half of 2009, compared to $33.6 million in metome for the
first half of 2008 and $108.2 million in net incorfee the full fiscal year of 2008.

. greater confidence in business outlook given thare of our new management team and results ofimgatives, specifically:
. success in our private brand expansion efforts,
. progress on our efforts to increase foreign soggcin
. chain-wide implementation of model store standaritls a focus on clean and fresh stores,
. installment of rigorous merchandising and categoanagement in both consumables and non-consumiadaagas,
. continuing reduction in inventory shrink,
. improving real estate analytical site selection emgressive new store returns, and
. distribution and transportation efficiencies.
. as the result of the early success of many oftthiatives discussed above, our adoption of an tguifive-year business plan

in August 2009 that raised expectations for ouaritial performance for the full 2009 fiscal yead &mproved the long-term
outlook for 2010 through 2014,

. substantial improvement in the equity markets gaherincluding a 28.8% increase in the S&P 50Cxérom January 30,
2009 through October 27, 2009 and a 17.3% incrieade S&P 500 index from May 28, 2009 through ®eto27, 2009,

. similar improvement in the market performance ahparable companies, with an index of the comparadmepanies used in
the valuation analyses discussed above reflectR@ 6 increase during the period from January2809 through October 2
2009 and an 8.9% increase during the period from B8 2009 through October 27, 2009,

. the reduction from 20% on January 30, 2009 to O%teatly of the marketability discount applied toraaluation resulting
from dramatic improvement in the equity capital keds relating to new equity issuances, with Sep@mb09 representing t
largest month for initial public offerings in thenlted States in terms of number since December 26d7n terms of value
since March 2008 and with such market improvementiouing into October 2009, and

. continued improvement in economic and consumepoktbver this period, including a forecast slowdawthe decline in

GDP from the current recession and a stabilizatioconsumer confidence at levels significantly legthan those for early
20009.

Liquidity and Capital Resources
Current Financial Condition/Recent Developments

On July 31, 2009, we amended the seniarredasset-based revolving credit facility (the TABacility"). Wells Fargo Retail
Finance, LLC, became the successor administrageatareplacing CIT Group/Business Credit, Inc.ps1$94 million in commitments we
also terminated. The total commitments under thé& ABcility are now $1.031 billion.

At July 31, 2009, we had total outstandiedt (including the current portion of loigrm obligations) of approximately $4.14 billionc
$515.4 million of cash and cash equivalents. We had
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$901.6 million available for borrowing under our BB acility at that date based on borrowing baselalviity. Our liquidity needs are
significant, primarily due to our debt service aiber obligations. However, we believe our castvfiloom operations and existing cash
balances, combined with availability under the @rEdcilities, will provide sufficient liquidity tdund our current obligations, projected
working capital requirements and capital spendorgafperiod that includes the next twelve monthterAconsideration of (1) the issuance of
common stock in this offering and the applicatiépmceeds from the offering as described in "UsBroceeds," (2) cash payments of
$239.7 million (which amount includes a specialididnd in an amount of approximately $239.3 milltorour existing shareholders on
September 11, 2009 and a cash payment of appredyn®a.4 million made to holders of rollover opt®im lieu of an adjustment to the str
price of such options) and (3) the payment of axipnately $64 million in fees under our monitoringraement with KKR and Goldman,
Sachs & Co., cash and cash equivalents at Jul(8 would have been $211.9 million.

As described in Note 7 to the condensedalatated financial statements appearing elsewihdtds prospectus, we are involved in a
number of legal actions and claims, some of whmhlat potentially result in material cash paymeAidverse developments in those
contingencies or actions could materially and askigraffect our liquidity. We have certain inconag-related contingencies as more fully
described below under "Critical Accounting Policeexl Estimates" and in Note 3 to the condensedotidased financial statements. Future
negative developments could have a material adwdfset on our liquidity.

We may seek, from time to time, to retite Notes through cash purchases on the open marletyately negotiated transactions or
otherwise. Such repurchases, if any, will depengrewvailing market conditions, our liquidity regemnents, contractual restrictions and other
factors. The amounts involved may be material.dnnection with this offering, we intend to redeesme of the Notes. See "Use of
Proceeds."

During the three-year period from 2006 tiglo 2008, we generated an aggregate of approxiyrgted billion in cash flows from
operating activities. During that period, we expaththe number of stores we operate by approximagaly433 stores), remodeled or
relocated over 9% of our currently operated st¢ré8 stores), and incurred approximately $607 omlin capital expenditures. As noted
above, we made certain strategic decisions whimliedd our store growth in 2007 and 2008, but hacelacated store growth again in 2009.

Prior to our 2007 merger, we declared atgus cash dividend in the amount of $0.05 pershmayable on or before April 19, 2007 to
common shareholders of record on April 5, 2007.A&'ee not declared or paid recurring dividends stheedate. However, on September 8,
2009, our Board of Directors declared a speciabéivd on our outstanding common stock of approxétye$239.3 million in the aggregate.
The special dividend was paid on September 11, &®8Bareholders of record on September 8, 2009 a@ith generated from operations.
Following completion of the offering, we have naremt plans to pay any cash dividends on our comstack for the foreseeable future and
instead may retain earnings, if any, for futurerafien and expansion and debt repayment. Any decisi declare and pay dividends in the
future will be made at the discretion of our Boafdirectors and will depend on, among other thjrs results of operations, cash
requirements, financial condition, contractualniesbns and other factors that our Board of Diogstmay deem relevant. In addition, our
ability to pay dividends is limited by covenantsour Credit Facilities and in the indentures gouggrthe Notes. See "Description of
Indebtedness" for restrictions on our ability ty plavidends.

Credit Facilities

Overview. We have two senior secured credit facilitiébe (fCredit Facilities") which provide financing op to $3.331 billion. The
Credit Facilities consist of a $2.3 billion sengacured term loan facility (the "Term Loan Facfiljtgnd the ABL Facility, which provides
financing of up to $1.031 billion (of which up t8%0.0 million is available for letters of credigybject to borrowing base availability. The
ABL Facility includes borrowing capacity availalfter letters of credit and for short-term borrowirrgéerred to as swingline loans.
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The agreements governing the Credit Fasliprovide that we have the right at any timesguest up to $325.0 million of incremental
commitments under one or more incremental term faeilities and/or assdiased revolving credit facilities. The lenders urtiese facilitie:
are not under any obligation to provide any sudneémental commitments and any such addition oficreiase in commitments will be subj
to our not exceeding certain senior secured leweratios and certain other customary conditionsgatent. Our ability to obtain extensions
credit under these incremental commitments alsbbeisubject to the same conditions as extensibasedit under the Credit Facilities.

The amount available under the ABL Faci(ibcluding letters of credit) shall not exceed #uen of the tranche A borrowing base and
the tranche A-1 borrowing base. The tranche A lwamg base equals the sum of (i) 85% of the netrtydiguidation value of all our eligible
inventory and that of each guarantor thereunder(ign@0% of all our accounts receivable and crigibit card receivables and that of each
guarantor thereunder, in each case, subject tseave equal to the principal amount of the 201CeNl¢hat remain outstanding at any time and
other customary reserves and eligibility criteAa. additional 10% of the net orderly liquidationlwa of all of our eligible inventory and that
of each guarantor thereunder is made availabls to the form of a "last out" tranche under whioh nvay borrow up to a maximum amount
of $101.0 million. Borrowings under the ABL Fagilivill be incurred first under the last out tranchad no borrowings will be permitted
under any other tranche until the last out trarisHelly utilized. Repayments of the ABL Facilityilvbe applied to the last out tranche only
after all other tranches have been fully paid down.

Interest Rates and Fees.Borrowings under the Credit Facilities beaerest at a rate equal to an applicable margin plusyr option,
either (a) LIBOR or (b) a base rate (which is uguadjual to the prime rate). The applicable mafgirborrowings is (i) under the Term Loan
Facility, 2.75% for LIBOR borrowings and 1.75% faosise-rate borrowings (ii) as of January 30, 20@BFebruary 1, 2008, respectively,
under the ABL Facility (except in the last out tthe described above), 1.25% and 1.50% for LIBORdwangs; 0.25% and 0.50% for base-
rate borrowings and for any last out borrowing25% for LIBOR borrowings and 1.25% for basge borrowings. The applicable margins
borrowings under the ABL Facility (except in theseaf last out borrowings) are subject to adjustreanh quarter based on average daily
excess availability under the ABL Facility. We aleo required to pay a commitment fee to the lendader the ABL Facility for any
unutilized commitments at a rate of 0.375% per amro be reduced to 0.25% per annum if unutilizeshimitments are equal to or less than
50% of aggregate commitments. We also must papwsly letter of credit fees. See "—Quantitative @ndlitative Disclosures About
Market Risk" below for a discussion of our userdérest rate swaps to manage our interest rate risk

Prepayments. The senior secured credit agreement for thenTeran Facility requires us to prepay outstandergitioans, subject to
certain exceptions, with;

. 50% of our annual excess cash flow (as definetarctedit agreement) which will be reduced to 25 @% if we achieve al
maintain a total net leverage ratio of 6.0 to Infl 8.0 to 1.0, respectively;

. 100% of the net cash proceeds of all non-ordinaryse asset sales or other dispositions of profeeycess of $25.0 million
in the aggregate and subject to our right to resbtiee proceeds; and

. 100% of the net cash proceeds of any incurrencielof, other than proceeds from debt permitted utidesenior secured cre
agreement.

The mandatory prepayments discussed abdveerapplied to the Term Loan Facility as direttey the senior secured credit agreement.
Through July 31, 2009, no prepayments have beanrsstjunder the prepayment provisions listed above.
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In addition, the senior secured credit agrent for the ABL Facility requires us to prepag &BL Facility, subject to certain exceptions,
with:

. 100% of the net cash proceeds of all non-ordinatyse asset sales or other dispositions of revplfanility collateral (as
defined below) in excess of $1.0 million in the emgate and subject to our right to reinvest thegeds; and

. to the extent such extensions of credit exceedhidne current borrowing base (as defined in theses@cured credit agreement
for the ABL Facility).

We may voluntarily repay outstanding loanger the ABL Facility and the Term Loan Facilityaay time without premium or penalty,
other than customary "breakage" costs with reqjpelctBOR loans.

An event of default under the senior seduredit agreements will occur upon a change ofrobas defined in the senior secured credit
agreements governing our Credit Facilities. Uporent of default, indebtedness under the Credilifias may be accelerated, in which
case we will be required to repay all outstandoank plus accrued and unpaid interest and all eieunts outstanding under the Credit
Facilities.

Amortization. Beginning September 30, 2009, we are requo@dgay installments on the loans under the tean tedit facility in
equal quarterly principal amounts in an aggregateumt per annum equal to $23 million, or 1% of i@l funded principal amount at July
2007, with the balance payable on July 6, 2014r& il&eno amortization under the ABL Facility. Thaiee principal amounts (if any)
outstanding under the ABL Facility are due and pésyén full at maturity, on July 6, 2013, on whidhy the commitments thereunder will
terminate.

Guarantee and Security. All obligations under the Credit Facilities aneconditionally guaranteed by substantially albaf existing
and future domestic subsidiaries (excluding ceritamaterial subsidiaries and certain subsidiaresighated by us under our senior secured
credit agreements for the Credit Facilities as éstricted subsidiaries”), referred to, collectivaly U.S. Guarantors.

All obligations and related guarantees urtide Term Loan Facility are secured by:

. a second-priority security interest in all existgugd after-acquired inventory, accounts receivabid, other assets arising from
such inventory and accounts receivable, of our @m@and each U.S. Guarantor (the "Revolving FadBibllateral"), subject
to certain exceptions;

. a first priority security interest in, and mortgagm, substantially all of our and each U.S. Guarantangible and intangible
assets (other than the Revolving Facility Colldjesnd

. a first-priority pledge of 100% of the capital stdweld by us, or any of our domestic subsidiaried are directly owned by us
or one of the U.S. Guarantors and 65% of the vataqgjtal stock of each of our existing and futweefgn subsidiaries that are
directly owned by us or one of the U.S. Guarantors.

All obligations and related guarantees urle asset-based credit facility are secured &yRiEvolving Facility Collateral, subject to
certain exceptions.

Certain Covenants and Events of DefaulThe senior secured credit agreements for tiediCFacilities contain a number of covenants
that, among other things, restrict, subject toatertxceptions, our ability to:

. incur additional indebtedness;
. sell assets;
. pay dividends and distributions or repurchase apital stock;
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. make investments or acquisitions;

. repay or repurchase subordinated indebtednessidingl the Senior Subordinated Notes discussed Belod the Senior Notes
discussed below;

. amend material agreements governing our subordinatiebtedness (including the Senior Subordinate@ddiscussed
below) or our Senior Notes discussed below; and

. change our lines of business.
The senior secured credit agreements alstain certain customary affirmative covenants evehts of default.

At July 31, 2009, we had no borrowings, $48illion of commercial letters of credit, and $8anillion of standby letters of credit
outstanding under our ABL Facility.

Senior Notes due 2015 and Senior Subordinated Tegdgbtes due 2017

Overview. We have $1.175 billion aggregate principal antaf 10.625% senior notes due 2015 (the "Senide®) outstanding,
which mature on July 15, 2015, pursuant to an ihderdated as of July 6, 2007 (the "senior inderfjuand $655.9 million aggregate
principal amount of 11.875%/12.625% senior subaidid toggle notes due 2017 (the "Senior Subordindttes") outstanding, which
mature on July 15, 2017, pursuant to an indentateddas of July 6, 2007 (the "senior subordinatdédnture™). The Senior Notes and the
Senior Subordinated Notes are collectively refeteelerein as the "Notes." The senior indenturethadsenior subordinated indenture are
collectively referred to herein as the "indentur&e may redeem some or all of the Notes at ang trredemption prices described or set
forth in the indentures.

Interest on the Notes is payable on Janbiargnd July 15 of each year. Interest on the $étites is payable in cash. Cash interest on
the Senior Subordinated Notes accrues at a rat#.875% per annum, and PIK interest (as that terdefined below) accrues at a rate of
12.625% per annum, if applicable. The initial iefgrpayment on the Senior Subordinated Notes wabjein cash. For any future interest
period through July 15, 2011, we may elect to pagrest on the Senior Subordinated Notes (i) ih,c@i$ by increasing the principal amount
of the Senior Subordinated Notes or issuing neviosasnbordinated notes ("PIK interest") or (iii) pgying interest on half of the principal
amount of the Senior Subordinated Notes in caghiést and half in PIK interest. After July 15, 204l interest on the Senior Subordinated
Notes will be payable in cash. Through July 31,20l such interest has been paid in ¢

The Notes are fully and unconditionally cardeed by each of the existing and future direédirect wholly owned domestic
subsidiaries that guarantee the obligations undeCoedit Facilities.

We may redeem some or all of the Notesgttiane at redemption prices described or set forthe indentures. We also may seek, from
time to time, to retire some or all of the Noteotigh cash purchases on the open market, in piyvaggotiated transactions or otherwise.
Such repurchases, if any, will depend on prevaitiragket conditions, our liquidity requirements, taotual restrictions and other factors.
amounts involved may be material. We repurchasddi$illion and $25.0 million of the Senior Subordied Notes in the fourth quarters of
2008 and 2007, respectively.

Change of Control. Upon the occurrence of a change of controlctviie defined in the indentures, each holder oNbtes has the
right to require us to repurchase some or all chdwlder's Notes at a purchase price in cash ¢qu#1% of the principal amount thereof,
plus accrued and unpaid interest, if any, to tipeirehase date.
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Covenants. The indentures contain covenants limiting, agnotiher things, our ability and the ability of aestricted subsidiaries to
(subject to certain exceptions):

. incur additional debt, issue disqualified stockssue certain preferred stock;

. pay dividends on or make certain distributions atiebr restricted payments;

. create certain liens or encumbrances;

. sell assets;

. enter into transactions with affiliates;

. make payments to us;

. consolidate, merge, sell or otherwise disposelafradubstantially all of our assets; and
. designate our subsidiaries as unrestricted subgdia

Events of Default. The indentures also provide for events of défahich, if any of them occurs, would permit ogegre the principal
of and accrued interest on the Notes to become loe declared due and payable.

Adjusted EBITDA

Under the agreements governing the Creatitliies and the indentures, certain limitationsl @aestrictions could arise if we are not able
to satisfy and remain in compliance with specifiedncial ratios. Management believes the mostiiggmt of such ratios is the senior
secured incurrence test under the Credit Faciliibgs test measures the ratio of the senior sdalebt to Adjusted EBITDA for the four
most recently completed quarterly financial periotss ratio would need to be no greater than #2bto avoid such limitations and
restrictions. As of July 31, 2009, this ratio waB tb 1. Senior secured debt is defined as our detat secured by liens or similar
encumbrances less cash and cash equivalents. EBIF Befined as income (loss) from continuing oders before cumulative effect of
change in accounting principle plus interest aeofinancing costs, net, provision for income tand depreciation and amortization.
Adjusted EBITDA is defined as EBITDA, further adjed to give effect to adjustments required in daliing this covenant ratio under our
Credit Facilities. EBITDA and Adjusted EBITDA aretpresentations made in accordance with U.S. GAa®not measures of financial
performance or condition, liquidity or profitabylitand should not be considered as an alternaii{i¢ het income, operating income or any
other performance measures determined in accordeitité).S. GAAP or (ii) operating cash flows deténed in accordance with
U.S. GAAP. Additionally, EBITDA and Adjusted EBITDAre not intended to be measures of free cashflowmanagement's discretionary
use, as they do not consider certain cash requirsnseich as interest payments, tax payments andeelice requirements and replacements
of fixed assets.

Our presentation of EBITDA and Adjusted EBIA has limitations as an analytical tool, and dbdawot be considered in isolation or as a
substitute for analysis of our results as repouredier U.S. GAAP. Because not all companies usdigimalculations, these presentations of
EBITDA and Adjusted EBITDA may not be comparablether similarly titted measures of other compani#e believe that the presentat
of EBITDA and Adjusted EBITDA is appropriate to pide additional information about the calculatidrttds financial ratio in the Credit
Facilities. Adjusted EBITDA is a material componenthis ratio. Specifically, non-compliance withetsenior secured indebtedness ratio
contained in our Credit Facilities could prohibét fuom making investments, incurring liens, makéegtain restricted payments and incurring
additional secured indebtedness (other than thitiawalal funding provided for under the senior seclicredit agreement and pursuant to
specified exceptions).
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The calculation of Adjusted EBITDA undeetBredit Facilities is as follows:

26-weeks ended 52-weeks ended
Jul. 31, Aug. 1, Jul. 31, Jan. 30,
(in millions) 2009 2008 2009 2009
Net income $176.6 $ 33.€ $ 2512 $108.C
Add (subtract)
Interest incomi (0.2 (2.2 (1.0 (3.7
Interest expens 179.1  200.c 370.7  391.¢
Depreciation and amortizatic 122.¢ 115.5 242.. 235.1
Income taxe: 103.2 21.t 167.¢ 86.2
EBITDA 581.7 368.¢ 1,031.. 818.:
Adjustments
Gain on debt retiremel — — (3.9 (3.8
(Gain) loss on hedging instrumel (2.0 0.€ (1.5 1.1
Contingent gain on distribution center lea — — (5.0 (5.0
Impact of markdowns related to inventory clearamctévities, net of purchase accounting
adjustment: (5.6) — (30.5) (249
Hurricane¢related expenses and w-offs — — 2.2 2.2
Monitoring and consulting fees to affiliat 3.C 4.7 6.S 8.€
Stock option and restricted stock expe 6.1 4.5 11.€ 10.C
Indirect merge-related cost 5.2 12.4 13.t 20.7
Litigation settlement and related co — — 32.C 32.C
Other noi-cash charges (including LIF(C 8.8 17.c 46.2 54.7
Total Adjustment: 15.t 39.5 71.€ 95.¢
Adjusted EBITDA $597.2 $408.4 $1,102.7 $913.¢

Interest Rate Swaps

We use interest rate swaps to minimizeaigleof adverse changes in interest rates. Theapsware intended to reduce risk by hedgin
underlying economic exposure. Because of high tadiom between the derivative financial instrumant the underlying exposure being
hedged, fluctuations in the value of the finanaiatruments are generally offset by reciprocal gegrin the value of the underlying econol
exposure. Our principal interest rate exposurdesle outstanding amounts under our Credit FesslitAs of July 31, 2009, we had four
interest rate swaps with a combined notional valul.47 billion that were designated as cash tedges of interest rate risk. For more
information see "—Quantitative and Qualitative Mistires about Market Risk" below.

Fair Value Accounting

We have classified our interest rate swapg$urther discussed in "Quantitative and Qualitative Disclosures About MarRisk" below
in Level 2 (as defined by SFAS No. 1%4ir Value Measuremen{§SFAS 157")) of the fair value hierarchy, as tigngicant inputs to the
overall valuations are based on market-observadtie ar information derived from or corroboratednbgrket-observable data, including
market-based inputs to models, model calibratioméoket-clearing transactions, broker or dealetatians, or alternative pricing sources
with reasonable levels of price transparency. Whaodels are used, the selection of a particularahimdvalue a derivative depends upon the
contractual terms of, and specific risks inherantlie instrument as well as the availability dEjprg information in the market. We use
similar models to value similar instruments. Vaioatmodels require a variety of inputs, includimaptractual terms, market prices, yield
curves, credit
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curves, measures of volatility, and correlationswth inputs. For our derivatives, all of whichdian liquid markets, model inputs can
generally be verified and model selection doesgmailve significant management judgment.

To comply with the provisions of SFAS 18 incorporate credit valuation adjustments to appately reflect both our own
nonperformance risk and the respective countergargnperformance risk in the fair value measurasehour derivatives. The credit
valuation adjustments are calculated by determithiegotal expected exposure of the derivativesdlwimcorporates both the current and
potential future exposure) and then applying eaxhnterparty's credit spread to the applicable exod-or derivatives with two-way
exposure, such as interest rate swaps, the coantggocredit spread is applied to our exposutéeacounterparty, and our own credit spread
is applied to the counterparty's exposure to ud tha net credit valuation adjustment is reflectedur derivative valuations. The total
expected exposure of a derivative is derived usiagket-observable inputs, such as yield curvesvaldtilities. The inputs utilized for our
own credit spread are based on implied spreads dtampubliclytraded debt. For counterparties with publicly aafalé credit information, tr
credit spreads over LIBOR used in the calculatimpsesent implied credit default swap spreads nbthfrom a third party credit data
provider. In adjusting the fair value of our detiva contracts for the effect of nonperformancé,nge have considered the impact of netting
and any applicable credit enhancements, such kearal postings, thresholds, mutual puts, andaptees. Additionally, we actively monitor
counterparty credit ratings for any significant ches.

As of July 31, 2009, the net credit valaatadjustments reduced the settlement values aderivative liabilities by $2.7 million. Variol
factors affect changes in the credit valuation simijients over time, including changes in the crgglieads of the parties to the contracts, as
well as changes in market rates and volatilitidsictv affect the total expected exposure of thevddéikie instruments. When appropriate,
valuations are also adjusted for various factoch s liquidity and bid/offer spreads, which fastare deemed to be immaterial as of July 31,
20009.

Other Considerations

Our inventory balance represented approtdéin@4% of our total assets exclusive of goodeatilt other intangible assets as of July 31,
2009. Our proficiency in managing our inventoryarales can have a significant impact on our castsffoom operations during a given
fiscal year. As a result, efficient inventory maeagent has been and continues to be an area offlmrcus.

Contractual Obligations

The following table summarizes our sigrafit contractual obligations and commercial committe@s of January 30, 2009 (in
thousands):

Payments Due by Period

Contractual obligations Total <1lyr 1-3yrs 3-5yrs >5yrs
Long-term debt obligation $4,147,10¢ $ 11,50C $ 47,721 $ 46,000 $4,041,88!
Capital lease obligatior 9,93¢ 2,65¢ 2,471 564 4,24¢
Interest(a; 2,159,55!  332,79. 661,51¢ 656,16¢ 509,07¢
Selfinsurance liabilities(b 216,81 70,04 93,19¢ 30,59( 22,98:
Operating leases(( 1,671,93! 358,36 569,00! 371,96t 372,59°
Monitoring agreement(c 20,68: 5,40: 11,63( 3,64¢ —
Subtotal $8,226,03 $780,76° $1,385,54! $1,108,93! $4,950,78
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Commitments Expiring by Period

Commercial commitments(e) Total <1lyr 1-3 yrs 3-5yrs >5yrs

Letters of credi $ 5101« $ 51,01¢ $ — 3 — 3 —

Purchase obligations( 634,01 632,85’ 1,157 — —
Subtotal $ 68502¢ $ 68387 $ 1,151 $ — 3 —

Total contractual obligations and commercial commeint: $8,911,06! $1,464,63! $1,386,70: $1,108,93: $4,950,78

(@) Represents obligations for interest payments og-term debt and capital lease obligations, andigtes projected interest on variable
rate long-term debt, based upon 2008 year end rates

(b)  We retain a significant portion of the risk for omorkers' compensation, employee health insurayereral liability, property loss and
automobile insurance. As these obligations do agelscheduled maturities, these amounts represdigaounted estimates based
upon actuarial assumptions. Reserves for workempensation and general liability which existedisur 2007 merger date were
discounted in order to arrive at estimated faiuealAll other amounts are reflected on an undistaibasis in our consolidated
balance sheets.

(©) Operating lease obligations are inclusive of ameimtiuded in deferred rent and closed store otitiga in our consolidated balance
sheets.

(d)  We entered into a monitoring agreement, dated @uBp07, with affiliates of certain of our Investgrursuant to which those entities
will provide management and advisory services. Sagreement has no contractual term and for purpafstbés schedule is presumed
to be outstanding for a period of five years.

(e) Commercial commitments include information techigglticense and support agreements, supplies, éstuetters of credit for impc
merchandise, and other inventory purchase obligatio

) Purchase obligations include legally binding agreets for software licenses and support, supplisirés, and merchandise
purchases excluding such purchases subject tesl@teredit.

There have been no material changes tmfbamation in the table above through July 31, 20¢ther than contractual payments made in
accordance with their terms. Long-term debt obigye, interest and monitoring agreement line itémthe table above have not been
adjusted to give effect to this offering and retbtiansactions. See "Use of Proceeds" and "CeRelationships and Related Party
Transactions—Relationships with the Investors—Manitilg Agreement and Indemnity Agreement."

In 2008 and 2007, our South Carolb@sed wholly owned captive insurance subsidiarpl@sRiver Insurance Company ("ARIC"), h
investments in U.S. Government securities, obligetiof Government Sponsored Enterprises, shortleengdterm corporate obligations, and
assetbacked obligations. These investments were helsugunt to South Carolina regulatory requirementaamtain certain asset balance:
relation to ARIC's liability and equity balancesialincould limit our ability to use these assetsgeneral corporate purposes. In May 2008,
the state of South Carolina made certain changesete regulatory requirements, which had the effereducing the amounts and types of
investments required, allowing ARIC to liquidatedéstments (primarily U.S. Government and corpodatat securities) totaling $48.6 millic
during 2008. At July 31, 2009, the asset balaneds fursuant to these revised regulatory requirgsnequaled $20.0 million and were
reflected in our condensed consolidated balancet stsecash and cash equivalents.
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In August 2005, we incurred significantdes caused by Hurricane Katrina, primarily inventind fixed assets in the form of store
fixtures and leasehold improvements. We reached §iettlement of our related insurance claim in6280d received proceeds totaling
$21.0 million due to these losses, including $18illlon in 2006 and $8.0 million prior to 2006, ahdve utilized a portion of these proceeds
to replace lost assets. Insurance proceeds ratafec:d assets are included in cash flows fronesting activities, and proceeds related to
inventory losses and business interruption areided in cash flows from operating activities.

Legal actions, claims and tax contingencief\s described in "Business—Legal Proceedingsg,'ave involved in a hnumber of legal
actions and claims, some of which could potentiedisult in material cash payments. Adverse devetopsin those actions could materially
and adversely affect our liquidity. We also haveaia income tax-related contingencies as morg fdiscribed below under "Critical
Accounting Policies and Estimates." Future negaliselopments could have a material adverse esfeour liquidity.

Credit ratings. On March 26, 2009, Moody's upgraded our corfgoteedit rating to B2 with a stable outlook. Onridf, 2009,
Standard & Poor's raised our corporate credit gatinB+ from B. The outlook is also stable. Thesgent ratings are considered non-
investment grade. Our current credit ratings, alf agefuture rating agency actions, could (1) intpaa ability to obtain financings to finance
our operations on satisfactory terms; (2) havefatieon our financing costs; and (3) have an éffecour insurance premiums and collateral
requirements necessary for our self-insured program

Cash flows

Cash flows from operating activities.Cash flows from operating activities in the Q@®B-week period as compared to the
corresponding 2008 period were significantly impddby changes in working capital in general andusat expenses and other liabilities in
particular. Accrued expenses and other liabiliiesreased by $75.3 million in the 2009 period camg#o an increase of $68.7 million in the
2008 period, with the most significant items inghgla $40.0 million payment in the 2009 periodéttle a shareholder lawsuit resulting from
our 2007 merger, higher bonus payouts in the 2@0@&¢ compared to the prior year period as a redudur improved 2008 operating results,
and reductions of income tax reserves in the 2@0®@. In addition, in 2008 we implemented init&s to aggressively manage our payables
and improve payment terms. While these initiativestinue, their impact, as expected, is less digif in the 2009 period compared to when
they were first implemented. Our cash flows fronemghing activities in the 2009 period comparechtv2008 period was positively impacted
by our strong operating performance due to gressties, higher gross margins and lower SG&A expeasespercentage of sales, as
described in more detail above under "—Resultspédr@tions."” We continue to closely monitor our imegy balances, which increased by
10% overall during the first two quarters of 20@@npared to a 16% overall increase during the fivetquarters of 2008. Inventory levels in
our four inventory categories in the 2009 periothpared to the respective 2008 period were as fstithe consumables category increased
15% compared to a 21% increase; the seasonal categoeased by 5% compared to a 13% increaséndhree products category declined by
1% compared to a decline of less than 1%; and apperreased by 5% compared to a 16% increase.

A significant component of the change iatcflows from operating activities in 2008 compatethe 2007 Successor and Predecessor
periods was our strong operating performance dgedater sales, higher gross margins and lower S@Xgenses as a percentage of sales,
partially offset by significantly higher interestpense, as described in more detail above undereseis of Operations.” In addition, we
experienced increased inventory turns and impronecthandise payment terms in 2008 as comparee 207 periods. Accounts payable
balances increased by $140.4 million in 2008, coegbéo a decline of $41.4 million in the 2007 S period and an increase of
$34.8 million in
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the 2007 Predecessor period, partially as a re§olir implementation of initiatives to aggressiwalanage our payables. Also positively
affecting cash flows from operations were increasesgcrued expenses and other in 2008, which wasagly attributable to increases in
litigation reserves, incentive bonus accruals, mletevendor rebates, and property and sales taxasc Other significant components of the
change in cash flows from operating activities @2 as compared to 2007 were changes in invenaanbes, which increased by 10% in
2008 compared to decreases of approximately 694 #nduring the 2007 Successor and Predecessor perespectively. Inventory levels in
the consumables category increased by $77.8 miioti2%, in 2008, compared to a decline of $90illiam, or 12%, in the 2007 Successor
period and an increase of $48.8 million, or 7%thiem 2007 Predecessor period. The seasonal categoeased by $20.9 million, or 8%, in
2008, compared to a decline of $24.2 million, or, 8he 2007 Successor period and a decline of/438lion, or 11%, in the 2007
Predecessor period. The home products categorindddly $2.6 million, or 2%, in 2008, compared toigcrease of $25.4 million, or 19%,
the 2007 Successor period and a decline of $13li@mior 10%, in the 2007 Predecessor period. djearel category increased by

$30.2 million, or 15%, in 2008, compared to an &ase of $10.0 million, or 5%, in the 2007 Succepsoiod and a decline of $11.5 million,
or 5%, in the 2007 Predecessor period. In additiehjncome in 2008 compared to the net lossdsr2007 periods discussed above was a
principal factor in the increase in income taxeisl ;)]m 2008. Income tax refunds received in 2007téxes paid in prior years that did not
reoccur in 2008 also contributed to the increasadome taxes paid during 2008.

Cash flows from operating activities foe tB007 periods were impacted by a net loss of ®dll®n and $8.0 million in the 2007
Successor and Predecessor periods, respectivetypared to net income of $137.9 million in 2006dascribed in detail under "—Results of
Operations" above, including the incurrence of $40illion of Transaction and related costs in2007 Predecessor period. Other
significant components of the change in cash flibas operating activities in 2007 as compared td&@®ere changes in inventory balances,
which decreased by approximately 6% and 1% dubieg2007 Successor and Predecessor periods, reshgatompared to a decrease of
approximately 3% during 2006. As compared to chanmgénventory levels in the 2007 periods discusaaalve, in 2006 consumables
increased $63.2 million, or 10%; seasonal incre&éed million, or 2%; home products decreased $&2lfon, or 25%; and apparel
decreased $59.5 million, or 21%. In addition toeintory changes, the net losses in the 2007 pedigdassed above were principal factors in
the reduction in income taxes paid in those perasdsompared to 2006. Also offsetting the declineat income were changes in accrued
expenses, particularly in the 2007 Predecessonghas compared to 2006, which were primarily aftable to income tax related reserves,
accruals for lease liabilities on closed stores@nogerty and sales tax accruals.

Cash flows from investing activities.Significant components of property and equipnpemchases in the 26-week 2009 period included
the following approximate amounts: $58 million forprovements and upgrades to existing stores; $ifidmfor new stores, $12 million for
remodels and relocations of existing stores, $fianifor distribution and transportation relategital expenditures and $5 million for
systems-related capital projects. During the 208/¢p, we opened 225 new stores and remodeledomated 213 stores.

Significant components of property and pmqént purchases in the 26-week 2008 period inclddedollowing approximate amounts:
$41 million for improvements and upgrades to emgstores; $16 million for remodels and relocatiohexisting stores; $10 million for new
stores; $6 million for distribution and transpoidatrelated capital expenditures; and $5 millionggstemselated capital projects. During t
2008 period, we opened 125 new stores and remodeledocated 249 stores.

Purchases and sales of short-term invess#i$9.9 million and $59.0 million, respectivetiyring the 2008 period relate primarily to
our captive insurance subsidiary.
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Cash flows used in investing activitieatimig $152.6 million in 2008 were primarily relateglcapital expenditures and sales of
investments. Significant components of our propartyt equipment purchases in 2008 included theviiatig approximate amounts:
$149 million for improvements, upgrades, remodals @elocations of existing stores; $22 million faw stores; $17 million for distribution
and transportation-related capital expenditured; &8 million for information systems upgrades gthnologyrelated projects. During 20
we opened 207 new stores and remodeled or relod@tedtores.

Purchases and sales of shernt investments, which equaled net sales of $®lll®n in 2008, primarily reflect our investmenttavities
in our captive insurance subsidiary, including araie in regulatory requirements as discussed i mhetail above under "Other
Considerations."

Our 2007 merger, as discussed in morelddiaive, required cash payments in the 2007 Suacpssiod of approximately $6.7 billion,
net of cash acquired of $350 million. Significanhgonents of property and equipment purchasei2@7 Successor period included the
following approximate amounts: $45 million for ingwements, upgrades, remodels and relocations stirgxistores; $23 million for
distribution and transportation-related capitalenglitures; and $16 million for new stores. Durihg 2007 Successor period, we opened 170
new stores and remodeled or relocated 235 stoigesifiSant components of property and equipmentpases in the 2007 Predecessor pe
included the following approximate amounts: $2%ioml for new stores; $15 million for improvementgpgrades, remodels and relocations of
existing stores; and $7 million for distributiondamansportation-related capital expenditures. Dythe 2007 Predecessor period, we opened
195 new stores and remodeled or relocated 65 stores

During the 2007 Successor period we purthassecured promissory note for $37.0 million Wwhigpresents debt issued by a third-party
entity from which we lease our distribution ceriteArdmore, Oklahoma. Purchases and sales of shortinvestments, which equaled net
sales of $17.6 million and $4.4 million in the restive 2007 Successor and Predecessor periodsnyimeflect our investment activities in
our captive insurance subsidiary, and all purchasémng-term investments were related to the egatisurance subsidiary.

Cash flows used in investing activitiestiolg $282.0 million in 2006 were primarily relatemcapital expenditures and, to a lesser
degree, purchases of long-term investments. Sggmficomponents of our property and equipment @sehin 2006 included the following
approximate amounts: $66 million for distributiamdaransportation-related capital expendituresiisiog approximately $30 million related
to our distribution center in Marion, Indiana whispened in 2006); $66 million for new stores; $50iom for a capital project designed to
improve inventory flow from our distribution censeio consumers; and $38 million for capital pragantexisting stores. During 2006 we
opened 537 new stores and remodeled or relocatetbfas.

Purchases and sales of short-term invessme2006, which equaled net sales of $1.9 mijli@flect our investment activities in tax-
exempt auction rate securities as well as investoiiyities of our captive insurance subsidiaryrdPases of long-term investments are related
to the captive insurance subsidiary.

Capital expenditures for the 2009 fiscalryare projected to be approximately $300 to $32%m We anticipate funding our 2009
capital requirements with cash flows from operatiand, if necessary, borrowings under our ABL Fgcil

Cash flows from financing activities.We had no borrowings or repayments under out RABcility in the 26-week period ended
July 31, 2009, and had no borrowings and repaynadr$02.5 million under this facility in the 26-ele period ended August 1, 2008,
representing all borrowing and repayment activitder this facility in 2008. As of January 30, 2G09 July 31, 2009, we had no borrowings
under the revolving credit facility.
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During 2008, we repurchased $44.1 millibowr outstanding senior subordinated notes.

In the 2007 Successor period, to finangenwerger, we issued long-term debt of approxima$dly billion and issued common stock in
the amount of approximately $2.8 billion (primarnilating to the cash equity contributions from bimgestors); we incurred costs associated
with the issuance of merger-related long-term @¢l$87.4 million; we completed a cash tender offerour 2010 Notes, resulting in the valid
tender of approximately 99% of the 2010 Notes tegyin repayments of long-term debt and relateasent fees in the amount of
$215.6 million; and incurred borrowings, net ofagments, under our ABL Facility of $102.5 millios discussed above.

Cash flows used in financing activitiesidgr2006 included the repurchase of approximatedydillion shares of the Predecessor's
common stock at a total cost of $79.9 million, cdslidends paid of $62.5 million, or $0.20 per shamn the Predecessor's outstanding
common stock, and $14.1 million to reduce our @uiding capital lease and financing obligations.seheses of cash were partially offset by
proceeds from the exercise of stock options du2ip@e of $19.9 million.

The borrowings and repayments under thelving credit agreements in 2008, the 2007 Sucegsstod and 2006 were primarily a
result of activity associated with periodic casked®e

Critical Accounting Policies and Estimates

The preparation of financial statementadnordance with U.S. GAAP requires management teraatimates and assumptions that
affect reported amounts and related disclosureadtiition to the estimates presented below, therether items within our financial
statements that require estimation, but are nanddecritical as defined below. We believe thesenedes are reasonable and appropriate.
However, if actual experience differs from the asptions and other considerations used, the reguitianges could have a material effec
the financial statements taken as a whole.

Management believes the following policksl estimates are critical because they involveifssgnt judgments, assumptions, and
estimates. Management has discussed the developmeiselection of the critical accounting estimatith the Audit Committee of our
Board of Directors, and the Audit Committee haseeed the disclosures presented below relatingded policies and estimates.

Merchandise Inventories. Merchandise inventories are stated at the l@fieost or market with cost determined using #taif last-in,
first-out ("LIFO") method. Under our retail invemyomethod ("RIM"), the calculation of gross praditd the resulting valuation of inventories
at cost are computed by applying a calculated testtail inventory ratio to the retail value ofesmat a department level. The RIM is an
averaging method that has been widely used indtadl industry due to its practicality. Also, itriscognized that the use of the RIM will re:
in valuing inventories at the lower of cost or metrkLCM") if markdowns are currently taken as duetion of the retail value of inventories.

Inherent in the RIM calculation are certsignificant management judgments and estimatégding, among others, initial markups,
markdowns, and shrinkage, which significantly inpthe gross profit calculation as well as the egdinventory valuation at cost. These
significant estimates, coupled with the fact thet RIM is an averaging process, can, under cectesamstances, produce distorted cost
figures. Factors that can lead to distortion ind¢akulation of the inventory balance include:

. applying the RIM to a group of products that is faatly uniform in terms of its cost and sellingqe relationship and turnover;

. applying the RIM to transactions over a periodiwiet that include different rates of gross profifcls as those relating to
seasonal merchandise;
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. inaccurate estimates of inventory shrinkage betweemlate of the last physical inventory at a storé the financial statement
date; and
. inaccurate estimates of LCM and/or LIFO reserves.

Factors that reduce potential distortioriide the use of historical experience in estinggtire shrink provision (see discussion below)
and an annual LIFO analysis whereby all SKUs arssiciered in the index formulation. An actual valomatof inventory under the LIFO
method is made at the end of each year based onvdetory levels and costs at that time. Accortlinopterim LIFO calculations are based
on management's estimates of expected year-endtorydevels, sales for the year and the expeataf inflation/deflation for the year and
are thus subject to adjustment in the final yeat{drO inventory valuation. We also perform interinventory-aging analysis for
determining obsolete inventory. Our policy is tatesdown inventory to an LCM value based on varimashagement assumptions including
estimated markdowns and sales required to liquisiath aged inventory in future periods. Inventaryeiviewed on a quarterly basis and
adjusted as appropriate to reflect write-downsrdateed to be necessary.

Factors such as slower inventory turnower  changes in competitors' practices, consuneéen@gnces, consumer spending and
unseasonable weather patterns, among other factarisl cause excess inventory requiring greater éséimated markdowns to entice
consumer purchases, resulting in an unfavorabladatingn our consolidated financial statements. Sdiestfalls due to the above factors cc
cause reduced purchases from vendors and assoegtddr allowances that would also result in aravofable impact on our consolidated
financial statements.

We calculate our shrink provision basedotual physical inventory results during the figoatiod and an accrual for estimated shrink
occurring subsequent to a physical inventory thhoilng end of the fiscal reporting period. This aetis calculated as a percentage of sal
each retail store, at a department level, andteraened by dividing the book-to-physical invent@gjustments recorded during the previous
twelve months by the related sales for the samiegh&osr each store. To the extent that subsequeygipal inventories yield different results
than this estimated accrual, our effective shratk for a given reporting period will include tmegact of adjusting the estimated results tc
actual results. Although we perform physical ineeigs in virtually all of our stores on an annuasis, the same stores do not necessarily get
counted in the same reporting periods from yegetr, which could impact comparability in a giveperting period.

Goodwill and Other Intangible AssetsWe amortize intangible assets over their eggohaseful lives unless such lives are deemed
indefinite. If impairment indicators are noted, atimable intangible assets are tested for impaitrhased on projected undiscounted cash
flows, and, if impaired, written down to fair valbased on either discounted projected cash floveppraised values. Future cash flow
projections are based on management's projectgigsificant judgments required in this testing @®& may include projecting future cash
flows, determining appropriate discount rates atheioassumptions. Projections are based on managerhest estimates given recent
financial performance, market trends, strategiopland other available information. Changes ingtestimates and assumptions could
materially affect the determination of fair valueimpairment. Future indicators of impairment corggult in an asset impairment charge.

Under SFAS No. 14800dwill and Other Intangible Assetsve are required to test goodwill and intangitdseds with indefinite lives
for impairment annually, or more frequently if iniaent indicators occur. The goodwill impairmergttes a two-step process that requires
management to make judgments in determining wisatragtions to use in the calculation. The first siEfhe process consists of estimating
the fair value of our reporting unit based on vébratechniques (including a discounted cash flomdel using revenue and profit forecasts)
and comparing that estimated fair value with therded carrying value, which includes goodwilltHé estimated fair value is less than the
carrying value, a second step is performed to coenfinie amount of the impairment by determining
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an "implied fair value" of goodwill. The determiiat of the “implied fair value" of goodwill wouldeguire us to allocate the estimated fair
value of our reporting unit to its assets and lingés. Any unallocated fair value represents timeglied fair value" of goodwill, which would
be compared to its corresponding carrying value.

We performed our annual impairment testgaafdwill and indefinite-lived intangible assetsidg the third quarter of 2008 based on
conditions as of the end of our second quarter sahdequently reviewed such results as of the ER8A8. These analyses indicated that no
impairment was necessary. We are not currentlyeptinig a decline in cash flows that could be exgxtd have an adverse effect such as a
violation of debt covenants or future impairmenaiges.

Purchase Accounting. Our 2007 merger was accounted for as a rewa@isition in accordance with the purchase acéogint
provisions of SFAS 14Business Combinationsinder which our assets and liabilities have kmmounted for at their estimated fair values
as of the date of our 2007 merger. The aggregathpase price was allocated to the tangible anagilde assets acquired and liabilities
assumed, based upon an assessment of their rdkitivalues as of the date of our 2007 merger s&testimates of fair values, the allocation
of the purchase price and other factors relatedg@ccounting for our 2007 merger are subjecigtaificant judgments and the use of
estimates.

Property and Equipment. Property and equipment are recorded at costgidigp our assets into relatively homogeneous etaand
generally provide for depreciation on a straighelbasis over the estimated average useful ligaol asset class, except for leasehold
improvements, which are amortized over the lestrevapplicable lease term or the estimated udiédudf the asset. Certain store and
warehouse fixtures, when fully depreciated, areoneed from the cost and related accumulated degi@eiand amortization accounts. The
valuation and classification of these assets aadssignment of useful depreciable lives involvgsificant judgments and the use of
estimates.

Impairment of Long-lived AssetsWe review the carrying value of all long-livadsets for impairment at least annually, and whemev
events or changes in circumstances indicate teatdtrying value of an asset may not be recoveribkccordance with SFAS 144,
Accounting for the Impairment or Disposal of L-Lived Assetswe review for impairment stores open for appraatiety two years or more
for which recent cash flows from operations areati#g. Impairment results when the carrying valfithe assets exceeds the estimated
undiscounted future cash flows over the life of lBse. Our estimate of undiscounted future castrsflover the lease term is based upon
historical operations of the stores and estimatéstore store profitability which encompasses méawtors that are subject to variability and
are difficult to predict. If a long-lived assetf@und to be impaired, the amount recognized fordimpent is equal to the difference between
the carrying value and the asset's estimated &hirev The fair value is estimated based primanigruprojected future cash flows (discounted
at our credit adjusted risk-free rate) or othesogable estimates of fair value in accordance With GAAP.

We recorded impairment charges include8@&A expense of approximately $5.0 million in theesnd quarter of 2009, $4.0 million in
2008, $0.2 million in the 2007 Predecessor peritdi$0.4 million in 2006 to reduce the carrying wabf certain of our stores' assets as
deemed necessary based on our evaluation thaasuatints would not be recoverable, primarily dumsuoifficient sales or excessive costs
resulting in negative projected future cash flowthase locations. Such assets with remainingvtdire, to the extent still functional, are held
for use in other store locations. The majoritytaf 2006 charges were recorded pursuant to cettategic initiatives discussed above in "—
Results of Operations—Fiscal Year 2008, 2007 Sworeend Predecessor Periods, and Fiscal Year 2006."

Insurance Liabilities. We retain a significant portion of the risk faur workers' compensation, employee health ins#rageneral
liability, property loss and automobile coveragbe3e costs are
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significant primarily due to the large employeedasd number of stores. Provisions are made te ihsarance liabilities on an undiscour
basis based on actual claim data and estimateswired but not reported claims developed usingaaiztl methodologies based on historical
claim trends. If future claim trends deviate froaecent historical patterns, we may be required conttadditional expenses or expense
reductions, which could be material to our futuracial results.

Contingent Liabilities—Income TaxesIncome tax reserves are determined using thieadelogy established by the Financial
Accounting Standards Board ("FASB") Interpretati) Accounting for Uncertainty in Income Taxes—An Iptetation of FASB Statement
109("FIN 48"). FIN 48 requires companies to asses @@aome tax position taken using a two step pmcagletermination is first made as
to whether it is more likely than not that the piosi will be sustained, based upon the technicaltmaipon examination by the taxing
authorities. If the tax position is expected to ttbe more likely than not criteria, the benefitaaded for the tax position equals the largest
amount that is greater than 50% likely to be realinpon ultimate settlement of the respective tsitipn. Uncertain tax positions require
determinations and estimated liabilities to be miaaeed on provisions of the tax law which may H@estt to change or varying interpretati
If our determinations and estimates prove to bedngte, the resulting adjustments could be materiaur future financial results.

Contingent Liabilities—Legal Matters. We are subject to legal, regulatory and otmecg@edings and claims. We establish liabilities as
appropriate for these claims and proceedings based the probability and estimability of losses &méhirly present, in conjunction with the
disclosures of these matters in our financial statgts and SEC filings, management's view of ounsue. We review outstanding claims
and proceedings with external counsel to assesmpildy and estimates of loss. We re-evaluateglassessments on a quarterly basis or as
new and significant information becomes availabldétermine whether a liability should be estalglisbr if any existing liability should be
adjusted. The actual cost of resolving a claimroceeding ultimately may be substantially differdretn the amount of the recorded liability.
In addition, because it is not permissible unde&..GAAP to establish a litigation liability untié loss is both probable and estimable, in
some cases there may be insufficient time to astahlliability prior to the actual incurrence bgtloss (upon verdict and judgment at trial
example, or in the case of a quickly negotiatetiesaent).

Lease Accounting and Excess FacilitiesThe majority of our stores are subject to shemn leases (usually with initial or current terms
of 3 to 5 years) with multiple renewal options wlsilable. We also have stores subject to builddib arrangements with landlords, which
typically carry a primary lease term of 10 yearthwiultiple renewal options. As of January 30, 208roximately 42% of our stores had
provisions for contingent rentals based upon agrgage of defined sales volume. We recognize cgetinrental expense when the
achievement of specified sales targets is congidam@bable. We recognize rent expense over the ¢éthe lease. We record minimum rer
expense on a straight-line basis over the basecancelable lease term commencing on the datevinétke physical possession of the
property from the landlord, which normally includegeriod prior to store opening to make necedsasehold improvements and install s
fixtures. When a lease contains a predeterminestifescalation of the minimum rent, we recognizeréfited rent expense on a straight-line
basis and record the difference between the rezednental expense and the amounts payable urelézabe as deferred rent. Tenant
allowances, to the extent received, are recordetfesred incentive rent and amortized as a reditti rent expense over the term of the
lease. We reflect as a liability any differencenstn the calculated expense and the amounts acpaédl. Improvements of leased properties
are amortized over the shorter of the life of thplizable lease term or the estimated useful lifthe asset.

For store closures (excluding those astettiaith a business combination) where a leasgatitin still exists, we record the estimated
future liability associated with the rental obliget on
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the date the store is closed in accordance withSSE4#6,Accounting for Costs Associated with Exit or Disgdasctivities("SFAS 146").
Based on an overall analysis of store performandesapected trends, management periodically eveduhe need to close underperforming
stores. Liabilities are established at the poirtlo$ure for the present value of any remainingaijpey lease obligations, net of estimated
sublease income, and at the communication dateef@grance and other exit costs, as prescribed Ag 3B6. Key assumptions in calculati
the liability include the timeframe expected tatiérate lease agreements, estimates related taltihesse potential of closed locations, and
estimation of other related exit costs. If actiraiig and potential termination costs or realizatod sublease income differ from our
estimates, the resulting liabilities could varyrfroecorded amounts. These liabilities are revieparibdically and adjusted when necessary.

Share-Based PaymentsOur share-based stock option awards are valneth individual grant basis using the Black-Scidikerton
closed form option pricing model. The applicatidritos valuation model involves assumptions thatjadgmental and highly sensitive in the
valuation of stock options, which affects compeiogsaexpense related to these options. These assmmclude an estimate of the fair
value of our common stock, the term that the optiare expected to be outstanding, an estimatesofatatility of our stock price (which is
based on a peer group of publicly traded companégglicable interest rates and the dividend yaéldur stock. Other factors involving
judgments that affect the expensing of s-based payments include estimated forfeiture raftabare-based awards. If our estimates differ
materially from actual experience, we may be rexfuio record additional expense or reductions péage, which could be material to our
future financial results.

Fair Value Measurements. We measure fair value of assets and liabilitiemccordance with SFAS 157, which requires thatfalues
be determined based on the assumptions that maakttipants would use in pricing the asset oriligh SFAS 157 establishes a fair value
hierarchy that distinguishes between market paditi assumptions based on market data obtainedsiwoneces independent of the reporting
entity (observable inputs that are classified withévels 1 and 2 of the hierarchy) and the reporéintity's own assumptions about market
participant assumptions (unobservable inputs dladsivithin Level 3 of the hierarchy). Thereforeg\el 3 inputs are typically based on an
entity's own assumptions, as there is little, if,aelated market activity, and thus requires tbe of significant judgment and estimates.

Our fair value measurements are primashoaiated with our derivative financial instrumeimngangible assets, property and equipment,
and to a lesser degree our investments. The vafums derivative financial instruments are detereui using widely accepted valuation
techniques, including discounted cash flow analgsishe expected cash flows of each derivatives @halysis reflects the contractual terms
of the derivatives, including the period to maturdnd uses observable market-based inputs, imgudierest rate curves. The fair values of
interest rate swaps are determined using the mat&etlard methodology of netting the discountedréufixed cash payments (or receipts)
and the discounted expected variable cash red@pfmyments). The variable cash receipts (or payshere based on an expectation of
future interest rates (forward curves) derived fraipservable market interest rate curves.

Derivative Financial Instruments. We account for derivative instruments in acaoak with SFAS 133\ccounting for Derivative
Instruments and Hedging Activiti, as amended and interpreted ("SFAS 133"). SFASe$8blishes accounting and reporting standards for
derivative instruments, including certain derivatimstruments embedded in other contracts (collelgtireferred to as derivatives), and for
hedging activities. SFAS 133 requires that everyadéve instrument be recorded in the balance tsheeither an asset or liability measured
at its fair value, and that changes in the denre&ifair value be recognized currently in earningless specific hedge accounting criteria are
met. See "Fair Value Measurements" above for audgon of derivative valuations. Special accounting
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for qualifying hedges allows a derivative's gaind &sses to either offset related results on dugld item in the statement of operations or
be accumulated in other comprehensive income, emaines that a company formally document, desigraate assess the effectiveness of
transactions that receive hedge accounting. Weleseative instruments to manage our exposure émgimg interest rates, primarily with
interest rate swaps.

In addition to making valuation estimat&s, also bear the risk that certain derivative insents that have been designated as hedgt
currently meet the strict hedge accounting requar@isof SFAS 133 may not qualify in the future laighly effective," as defined, as well as
the risk that hedged transactions in cash flow hepgelationships may no longer be considered fsleb# occur. Further, new interpretati
and guidance related to SFAS 133 may be issudeeifuture, and we cannot predict the possible imibed such guidance may have on our
use of derivative instruments going forward.

Adoption of Accounting Standards

In May 2008, the FASB issued SFAS No. TB#% Hierarchy of Generally Accepted Accounting Bipfes("SFAS 162"). SFAS 162
identifies the sources of accounting principles #redframework for selecting the principles usethim preparation of financial statements of
nongovernmental entities that are presented inocorify with generally accepted accounting princip{©&AAP) in the United States (the
GAAP hierarchy). SFAS 162 became effective in Nolken2008. The adoption of this standard did noetewmaterial impact on our
financial statements.

We adopted the provisions of SFAS 1Bikclosures about Derivative Instruments and Heddhativities, an amendment of FASB
Statement No. 1338SFAS 161"), during the first quarter of 2009. S5-A61 amends and expands the disclosure requiremESFAS 133
with the intent to provide users of financial staéats with an enhanced understanding of: (a) halwéry an entity uses derivative
instruments, (b) how derivative instruments andtesl hedged items are accounted for under SFASAB3s related interpretations, and
(c) how derivative instruments and related hedgmts affect an entity's financial position, finaalgerformance, and cash flows. SFAS 161
requires qualitative disclosures about objectives strategies for using derivatives, quantitatiseldsures about the fair value of, and gains
and losses on, derivative instruments, and disoéesabout credit-risk-related contingent featunedarivative instruments.

In December 2007, the FASB issued SFASIMG(R),Business CombinationsThe new standard establishes the requirementsofer
an acquirer recognizes and measures in its finastsiiements the identifiable assets acquiredijabéities assumed, and any non-controlling
interest (formerly minority interest) in an acq@rg@rovides updated requirements for recognitiahrapasurement of goodwill acquired in
business combination or a gain from a bargain @sehand provides updated disclosure requirememsable users of financial statements
to evaluate the nature and financial effects ofh&iness combination. This Statement applies pasgely to business combinations for
which the acquisition date is on or after the beigjig of the first annual reporting period beginnamgor after December 15, 2008. Early
adoption is not allowed. Unless a qualifying trastissn is consummated subsequent to the effectites tiae adoption of this standard on our
financial statements is expected to be limitedny fature adjustments to uncertain tax positiossiteng from our 2007 merger that would, if
subsequently recognized, impact our results ofatjmars rather than goodwill.

In September 2006, the FASB issued SFAS Whith provides guidance for using fair value teasure assets and liabilities. The
standard also requires expanded information ath@uéxtent to which companies measure assets dnilitiga at fair value, the information
used to measure fair value, and the effect ofaine measurements on earnings. For financial aaset liabilities, SFAS 157 is effective for
financial statements issued for fiscal years bagmafter November 15, 2007, and interim
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periods within those fiscal years. For non-finahagsets and liabilities, SFAS 157 is effectivedbifiscal years beginning after

November 15, 2008. SFAS 157 applies to reporteanuals that are required or permitted to be measuriedr value under existir
accounting pronouncements. Accordingly, the stathdaes not require any new fair value measuren@ntported balances. On Februan
2008, we adopted certain components of SFAS 1&fivelto financial assets and liabilities. Durihg first quarter of 2009 we changed our
accounting for the fair value of our nonfinanciatats and liabilities in connection with the adoptf SFAS 157.

We adopted the provisions of FIN 48 effeetrebruary 3, 2007. The adoption resulted in aé B8llion decrease in retained earnings
and a reclassification of certain amounts betwedfarded income taxes and other noncurrent liagdito conform to the balance sheet
presentation requirements of FIN 48. As of the d&tdoption, the total reserve for uncertain tardfits was $77.9 million. This reserve
excludes the federal income tax benefit for theettain tax positions related to state income taxeish is now included in deferred tax
assets. As a result of the adoption of FIN 48 rédserve for interest expense related to incomestaxees increased to $15.3 million and a
reserve for potential penalties of $1.9 millioretted to uncertain income tax positions was recordeaf the date of adoption, approximately
$27.1 million of the reserve for uncertain tax piosis would have impacted our effective incomertte subsequently if we were to recogi
the tax benefit for these positions.

Subsequent to the adoption of FIN 48, veeteld to record income tax related interest andlfies as a component of the provision for
income tax expense.

Quantitative and Qualitative Disclosures About Market Risk
Financial Risk Management

We are exposed to market risk primarilynriradverse changes in interest rates, and to a lésgsee, commodity prices. To minimize
this risk, we may periodically use financial instrents, including derivatives. As a matter of poliasye do not buy or sell financial instrume
for speculative or trading purposes and all derreafinancial instrument transactions must be artieol and executed pursuant to approve
the Board of Directors. All financial instrumentgitions taken by us are intended to be used taceedsk by hedging an underlying econo
exposure. Because of high correlation between ¢hieative financial instrument and the underlyingpesure being hedged, fluctuations in
the value of the financial instruments are geng@afiiset by reciprocal changes in the value ofithderlying economic exposure.

Interest Rate Risk

We manage our interest rate risk throughstihategic use of fixed and variable interest datet and, from time to time, derivative
financial instruments. Our principal interest rafgosure relates to outstanding amounts under mditG-acilities. Our Credit Facilities
provide for variable rate borrowings of up to $3.38llion including up to $1.031 billion under oABL Facility, subject to the borrowing
base. In order to mitigate a portion of the vagatalte interest exposure under the Credit Fagaiitiee entered into interest rate swaps which
became effective on July 31, 2007. Pursuant t@weps, we swapped three month LIBOR rates for firtgtest rates, resulting in the
payment of an all-in fixed rate of 7.68% on an véd notional amount of $2.0 billion originally sethuled to amortize on a quarterly basis
until maturity at July 31, 2012.

On October 3, 2008, a counterparty to dreuo 2007 swap agreements declared bankruptcyghndonstituted a technical default under
this contract and on October 30, 2008, we termihttis swap agreement. We subsequently cash sttdesivap on November 10, 2008 for
approximately $7.6 million, including interest aged to the date of termination. As of July 31, 2088 notional amount under the remaining
2007 swaps is $1.47 billion.
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Effective February 28, 2008, we entered m$350.0 million steplown interest rate swap in order to mitigate aritathl portion of the
variable rate interest exposure under the Crediiiti@s. Under the terms of this agreement we gveaione month LIBOR rates for fixed
interest rates, which will result in the paymentafall-in fixed rate of 5.58% on a notional amoof$350.0 million for the first year and
$150.0 million for the second year.

Effective December 31, 2008, we entered #n$475.0 million interest rate swap in order ftigate an additional portion of the variable
rate interest exposure under the Credit Facilifiéds swap is scheduled to mature on January 313.20nder the terms of this agreement we
swapped one month LIBOR rates for fixed interessawhich will result in the payment of an allfixed rate of 5.06% on a notional amount
of $475.0 million through April 2010, $400.0 miliidrom May 2010 to October 2011, and $300.0 millormaturity.

A change in interest rates on variable dafet impacts our pre-tax earnings and cash flahgreas a change in interest rates on fixed
rate debt impacts the economic fair value of delbtiot our pre-tax earnings and cash flows. Owrett rate swaps qualify for hedge
accounting as cash flow hedges. Therefore, chaingearket fluctuations related to the effectivetfmor of these cash flow hedges do not
impact our pretax earnings until the accrued interest is recagmhin the derivatives and the associated hedgedBRketed on our outstandil
debt as of January 30, 2009 and assuming that ouofrdebt instruments, derivative instruments atiter variables remain the same, the
annualized effect of a one percentage point changariable interest rates would have a pretax ichpa our earnings and cash flows of
approximately $6.2 million.

The interest rate swaps are accountedhfaccordance with SFAS 133. SFAS 133 establishesuating and reporting standards for
derivative instruments and hedging activities. SAAS requires that all derivatives be recognizedith&r assets or liabilities at fair value.

The conditions and uncertainties in thébglaredit markets have substantially increaseatédit risk of other counterparties to our
swap agreements. In the event such counterpaaile® perform under our swap agreements and wersable to enter into new swap
agreements on terms favorable to us, our abiligffiectively manage our interest rate risk may lagemially impaired. We attempt to manage
counterparty credit risk by periodically evaluatithg financial position and creditworthiness offsgounterparties, monitoring the amount
which we are at risk with each counterparty, aneéngtpossible, dispersing the risk among multiplenterparties. There can be no assurance
that we will manage or mitigate our counterparigdit risk effectively.
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BUSINESS

We are the largest discount retailer intingted States by number of stores, with 8,57 7estéwcated in 35 states as of July 31, 2009,
primarily in the southern, southwestern, midwesterd eastern United States. We offer a broad safhect merchandise, including
consumable products such as food, paper and ctpaniniucts, health and beauty products and petissppnd non-consumable products
such as seasonal merchandise, home décor and dnast apparel. Our merchandise includes higlitgueational brands from leading
manufacturers, as well as comparable quality peibaand selections with prices at substantial distto national brands. We offer our
customers these national brand and private braodlipts at everyday low prices (typically $10 os)es our convenient small-box (small
store) locations. We believe our convenient stormat and broad selection of high quality prodattsompelling values have driven our
substantial growth and financial success over dss/ From 1968 through the end of 2008, we graevstmue base from 215 in 13 states to
8,362 in 35 states, mostly through organic growttd grew our annual sales from $40 million to $Xillkon, which represents compound
annual growth rates of 9.6% and 14.9%, respectively

Our Business Model

Our compelling value and convenience pritfposhas driven our same-store sales growth régssf economic conditions. Our small-
box stores (averaging approximately 7,000 squaz® &nd our attractive store economics lead tagtreturns on investment and, we belie
provide ample opportunity for growth. These elermer@mbine for a profitable business model with vagpeal allowing us to be successful
in varied markets. We believe these elements wiltioue to provide a foundation for profitable gtbvin our existing store base as well as a
significant opportunity to open new stores. Thedfamentals of our model are as follows:

Our value and convenience propositionOur proposition to consumers isSave time. Save money. Every dayg deliver on
that pledge with convenient locations, a tisaing shopping experience and everyday low pooeguality basic merchandise. We
able to offer these everyday low prices becausripbperating efficiencies, purchasing scale andciiog capabilities. Our well-
situated neighborhood locations drive customerltgyand trip frequency and make us an attractiterative to large discount and
other big-box (large store) retail stores. Finadlyr stores' small size and convenient layout engbick store navigation, while our
focused product offerings within categories allavgtomers to quickly satisfy most of their basidydabusehold purchasing needs.

Our consistent growth: We are now in our 28 year of consecutive annual same-store sales grdts timeframe includes
periods of economic growth and contraction durithg@fawhich we have had sales growth. We believs $luccess is driven by our
necessity-weighted product mix and the strengtbunfvalue and convenience proposition, both of Whittract consumers in all
economic environments. We expect this combinatidincantinue to provide a foundation for profitatdame-store sales growth.

Our store economics: Our store economics are based on low capital invest to open stores, rapid sales increases after
opening, consistent sales volumes in mature storddow ongoing operating costs, which togetheultés an attractive return on
capital. Our new stores are typically cash flowities in their first year, generally pay back capin under two years, and, we belie
deliver attractive returns relative to our compest Our model has been effective in both rural smdll communities as well as in
more densely populated and metropolitan areadytpitally include a larger number of competitors.
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Our History

J.L. Turner founded our Company in 1939.as Turner and Son, Wholesale. We opened ourditse in 1955, when we were
incorporated as a Kentucky corporation under theend.L. Turner & Son, Inc. We changed our namedtald General Corporation in 1968
and reincorporated in 1998 as a Tennessee comuor&lur common stock was publicly traded from 1868l July 2007, when we merged
with an entity controlled by investment funds adfied with KKR. We are now a subsidiary of ParanDelaware limited partnership
controlled by KKR. Following completion of this effing, Buck Holdings, L.P. will beneficially own ppximately 89.5% of our outstanding
common stock (or approximately 88% if the undergvstexercise their option to purchase additionateshin full).

Progress Since our 2007 Merger

Strengthening our management team hasdreeof our top priorities since our 2007 mergerddnuary 2008, we hired Richard W.
Dreiling, who has 39 years of retail experiencesdove as our Chief Executive Officer. Including. ¥reiling, we have added or replaced
eight executives at the Senior Vice President levéligher in our core merchandising and distrimufiunctions and in key support roles
including human resources, finance and informatt@mnology.

Ensuring superior execution of our operapniorities is one of our key strategic goals. ©@perating priorities include: driving
productive sales growth; increasing gross mardé@v&raging process improvements and informatiohrtelogy to reduce costs; and
strengthening and expanding Dollar General's cailtdir'serving others." Since our 2007 merger, oanagement team has focused on
executing against these priorities, making a nunobspecific operational improvements supporteeblganced business processes and data-
driven analytical and measurement tools. Businessgss and operational improvements have enconpassst key functions, including
merchandising, distribution and transportationfestuperations and real estate, and include chaag#sas redefined merchandise line
reviews, expanded price benchmarking, markdownegfias, enhanced real estate site selection mggelew shrink detection metrics and
more disciplined store employee hiring practicdseede improvements have been critical to the suftdésgplementation of our recent
initiatives in merchandising, private brand devetemt, store operations, real estate and expensagearent. Examples of our progress since
our 2007 merger include:

Merchandising

. Optimized our product assortment through elimirgtinproductive and less productive SKUs and allogatore space to
productive ones

. Improved product adjacencies and enhanced prodeseptation standards and consistency
. Raised the profile of shelving to introduce key rmaeducts and categories

. Implemented new markdown strategies to sell threagiof-season merchandise

. Added new product fixtures near the checkout stamgisomote impulse sales

Private Brand

. Implemented new private branding strategy by irgireathe number of products under existing privagnds for consumables
and non-consumables and adding new DG-branded giocklated to home, health, baby and office seppliVe also updated
the packaging for most products to obtain a fregh@nsistent message of quality and value to ostomers.

. Improved quality standards for our private branodoicts. These quality standards have been estefilisised on national

brand equivalents. Our private brands are availablewer prices to the customer, yet result irhbiggross profit rates than
national brands. Our products are
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tested by revamped internal and external testiadjtfas to ensure that quality standards are meétraaintained.

. Added exclusive or proprietary brands with broacthaaecognition for other products such as motoawd vitamins through
licensing agreements.

. Introduced approximately 600 net new private brigéechs since 2007 and grew private brand penetrasi@pproximately 219
of consumables sales in the 2009 year-to-date gheujpfrom approximately 17% in 2007

Store Operations

. Instituted a "model store" program to develop aststent look and feel of a Dollar General storetighout the chain focusing
on cleanliness, recovery, in-stock levels and meardising product presentations within the storevdlmped rigorous
measurement tools which are used to report mode# status to operations management and seniorgeansnt.

. Lowered store manager turnover by increasing tmetran of human resource recruiting positions totiecaore talented store
managers and by providing more training and leddedevelopment materials to the store manageositjtir new computers
the store. Work processes have been streamlinpdovyding more specific guidelines to the storeshow to properly
merchandise the stores in addition to improvingfine and decreasing the amount of work requirettansfer merchandise
from the truck to the store shelves.

. Customized store hours to better accommodate cestdemand

. Significantly reduced inventory shrink rate througiplementation and detailed monitoring of key riestrrigorous training
and increased field management discipline. Therkelyics employed by field management (defined aestistrict and regic
managers) include shrink indicators such as refala®ages and refunds. Training sessions wereamaby loss prevention
teams and presented to field management teamaiiicstores on key shrink indicators. Shrink metais reviewed weekly by
store managers with their teams to ensure consigtens and discipline is achieved.

. Further refined store work processes and implendesdelitional safety measures, yielding improveaifadfficiencies and
significantly reduced workers' compensation expense

Real Estate

. Implemented more sophisticated customer focuse#le@hanalysis for store site selection, includingyation, demographic
and customer segmentation modeling tools. Additlgnae have developed improved financial modelingtines to facilitate
improved financial returns.

. Enhanced our new real estate vetting processesjlmgimg to increased first year sales in newesdry 20% between 2006
and 2008

. Improved our effectiveness in renegotiating leasms$ and assessing opportunities to remodel ocatdcstores

. Opened 207 new stores and remodeled or relocatedtdfes in 2008 and accelerated new store grawtR(09; we plan to

open approximately 500 new stores and to relogaternodel approximately 450 stores in 2009
Expense and Working Capital Management

. Instituted a process whereby we employ analytimalstand processes to mine for cost reduction dppibies, particularly in
the expense areas of distribution, labor, rentgereral overhead
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. Pursued a variety of distribution and transportatiotiatives to reduce costs and leverage overhead

. Implemented additional cost reductions relatedhergy management initiatives by investing in enarg@nagement systems in
stores and reducing waste management costs thoaugtardboard box recycling effort.

. Improved inventory turns by rigorous review andi&emanagement of store stock levels based orihsrligh. We continue to
work with our vendors to reduce product case siaesipport our optimal stock levels.

These initiatives, along with more stringkusiness processes, have improved our operatohdjrzancial performance since our 2007
merger and we believe have laid the foundatiorofgyoing improvement. We generated strong salestfrofr10.1% in 2008, including
annual same-store sales growth of 9.0%. For teeHalf of 2009, our total sales growth was 13.B#luding same-store sales growth of
10.8% following 7.8% same-store sales growth infitts¢ half of 2008. These initiatives also allowasito expand our gross profit margin to
29.3% in fiscal 2008, up from 27.3% for the 200&dacessor period and 28.2% for the 2007 succeesodpand 31.0% in the first half of
2009 as compared to 28.9% in the first half of 2008 had net income of $108.2 million for the fiidical year 2008 and $176.6 million for
the first half of 2009, compared to $33.6 milliar the first half of 2008. Since our 2007 mergeg, lvave reduced our total outstanding long-
term obligations by $539.8 million but remain higldveraged, with $4.1 billion of total outstandilegmg-term obligations as of July 31, 20

Industry Overview

We compete primarily in the U.S. marketlfiasic consumer packaged goods in categories ingddod, beverages, health and beauty
care, paper products, pet supplies and other gemerahandise, including basic apparel and homduymts. These categories encompass
of the everyday needs of consumers. According edsdh Homescan Panel data, the U.S. market foe fhreslucts is approximately
$843 bhillion, and grew at an average annual graaté of 2.8% between 2001 and 2008. Nielsen HomeRBeaael data indicates that sales in
the discount retail channel grew at an averageamate of 4.6% during the 2001-2008 period, inzlgdan increase in customer trips,
whereas total customer trips for the overall corsupackaged goods market declined during the 20@Lgh 2008 period. Our current share
of the $843 billion basic consumer packaged gooaket is only 1.2% which, when coupled with ourattive value and convenience
proposition, we believe provides substantial oppaty for growth.

Our Competitive Strengths
We believe our key competitive strengttet thill enable us to execute our growth strategjuide:

Compelling Value and Convenience Propositio Our ability to deliver highly competitive pris®n national brand and quality private
brand products in convenient locations and our @aayd out shopping format provide a compellingpghing experience and distinguish us
from other discount, convenience and drugstoréleesaOur slogan, Save time. Save money. Every daylthmarizes our appeal to
customers. We believe our ability to effectivelyider both value and convenience distinguishega fmany of our competitors and allows
us to succeed in small markets with limited shogpliernatives, as well as to profitably coexisinglside larger retailers in more competitive
markets.

We are in our 20th consecutive year of satoee sales growth. This growth, regardless ohendc conditions, suggests that we have a
less cyclical model than most retailers and, weebe| is
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a result of our strong value and convenience piiiposin fact, both customer traffic and averagmsaction amount have increased during
2008 and 2009 despite the difficult economic enwinent, and our research indicates that the vagirityapf new and existing customers p
to continue shopping with us after the economyvers

Our compelling value and convenience pritjposis evidenced by the following attributes afrdousiness model:

Convenient Locations. Our stores are conveniently located in a varietsucdl, suburban and urban communities, currenitig w
more than 60% serving communities with populatiohless than 20,000. In more densely populatedsama small-box stores
typically serve the closely surrounding neighbodgaadl he majority of our customers live within thrages, or a 10-minute drive, of
our stores. Our close proximity to customers drimgstomer loyalty and trip frequency, and makearuattractive alternative to large
discount and other large-box retail and groceryestavhich are often located farther away. Unlikgdabox retailers, our low cost
economic model enables us to serve many areadewttr than 2,000 households.

Time-Saving Shopping Experiencale also provide customers with a highly convengdripping experience. Our stores'
smaller size allows us to locate parking near tbetfentrance and offers quick store navigationyigling a distinct convenience
advantage over large-box stores and supercenigrsfi@nt work to upgrade our in-store shoppingesence over the past two years
includes efforts aimed to unclutter aisles, impreignage and product adjacencies, and to bettanag and stock shelves. We have
also added shopping carts and extended our stors,lEnhancing our convenience to customers. Quaugt mix offers most
necessities such as basic packaged and refrigdoaiddind dairy products, cleaning supplies, papeducts and health and beauty
care items, as well as items such as greeting capgsirel, housewares, hardware and automotivdisspamong others. Our focused
product offering within categories allows customierfulfill their routine shopping needs, minimigitheir need to shop elsewhere.

Everyday Low Prices on Quality Merchandisa/e offer quality consumable merchandise and othsiclitems at everyday low
prices. Our strategy of maintaining a low-cost apieg structure and a broad assortment of mercharadiows us to offer quality
products at competitive prices. Our research ind&that we offer a price advantage over most gowtldrug retailers and that our
prices are highly competitive with even the larglistount retailers. As part of this strategy, werapt to maintain a limited number
of SKUs per category which we believe helps us taairstrong purchasing power. We also emphasize duktar price points on
many of our items. In the typical Dollar Generairet most items are priced below $10, with appretety 25% of items at $1 or less.
We are able to offer at these everyday low priaesity national brands from companies such as Bra&iGamble, Kimberly Clark,
Unilever, Kellogg's, General Mills, and Nabisco,08eCola and PepsiCo, in addition to our own cormigarquality private brands at
value prices.

Attractive Store Economics. The traditional Dollar General store size, dasand location requires minimal initial investmant low
maintenance capital expenditures. Our typical iooatinvolve a modest, no-frills building desigrhiah helps keep our rental and other fixed
overhead costs relatively low. When coupled with mew stores' ability to generally deliver positaash flow in the first year, this low cap
expenditure requirement typically results in pagkaf capital in under two years, and delivers whatbelieve to be attractive returns on
capital relative to our competitors. Moreover, timancial performance of recently-opened storesappto be outpacing many of our existing
stores, which we believe is a result of significanhancements to our market analysis, real estateedection and new store marketing
program. Our ability to continue to achieve thessutts depends on our being able to find and semwestore locations that meet our defined
real estate requirements.
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Our decision to accelerate new store opgnim 2009 and in the future is supported by thieviogng improvements:

. We have significantly enhanced our market analgsireal estate site selection and approval presesgreasing our ability
to optimize selection of our new locations.

. Our lean store staffing model, which has been gtremed in the last two years by improved emplagéention, contributes to
relatively low operating costs and more efficientl &ffective store operations.

. Recent improvements to our new store marketingrarachave led to stronger first year sales voluraeselerating our ability
to recover initial capital costs.

Substantial Growth Opportunities. We believe we have substantial growth oppotiesmthrough both improved profitability of
existing stores and new store openings. We araipy s number of initiatives to drive same-storesgrowth, increase gross margins and
reduce operating costs, leading to continued imgmreant in the profitability of our existing storeskealIn addition, we have identified
significant opportunities to add new stores in batlsting and new markets. We believe we havedhg-term potential in the U.S. to more
than double our existing store base while maintgjrr improving our return on capital. See "Our @to Strategy"” for additional details.

Experienced Management Team with a Provaadk Record. Our experienced senior management team haseaage of 25 years
of retail experience. In total, we have added esgimior executives (Senior Vice President or highth significant retail experience since
our 2007 merger, in addition to numerous executatdbe Vice President level, primarily in our ntendising, distribution and transportat
functions, and in key support roles including humesources, finance and information technologyngkide our veteran Dollar General
executives, our newly expanded team has enhanaddrighip capabilities and has made significantnessgin developing and implementing
world-class retailing processes at Dollar General.

Our Growth Strategy

Our long history of profitable growth isuiaded on a commitment to a relatively simple bussnmaodel: providing a broad base of
customers with their basic everyday and househeddls, supplemented with a variety of general meudika items, at everyday low prices in
conveniently located, small-box stores.

We believe we have the right strategy atetetion capabilities to capitalize on the consadde growth opportunities afforded by our
business model. We derive our growth from threérdissources, including increasing store salepaaging operating profit margins and
growing our store base.

Increasing Sales. We believe the combination of our necessity«tiproduct mix and our attractive value propositiacluding a
well-balanced merchandising approach, provideangtbasis for increased sales. Our average salesjpare foot increased to $180 in 2008
from $165 in 2007 and $163 in 2006. We believe wkoontinue to have additional opportunities tari@ase our store productivity through
continued improvements in space utilization, battestock positions and additional operating andahandising initiatives, including:

. New products and categoriesiVe have redefined our product line review proesssgnificantly over the past two years,
aiding our efforts to identify areas for new protlexpansion and to more quickly identify and eliet@underperforming iterr
resulting in substantial sales increases.

. Improved space utilization.We intend to continue to expand product offeriagd increase sales per square foot through
improved space utilization, including increasedfsheight, the
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elimination of unplanogrammed floor and shelf spaice addition of new impulse displays at the cloeitlstands, and
improved product adjacencies.

. Improved execution in home, apparel and seasomadst of our merchandising focus and the receahgks we have made
have centered on consumables which have demornkssttag sales growth as a result. In 2009 we @ngibg the same focus
and intensity to our apparel, home and seasonadjodes. We have recently improved our merchanglisinnagement team in
these areas, adding individuals with significargexience in basic consumer trends, merchandisemteon, pricing and
managing end-of-season sell-through. We expedatorealizing the favorable impact from these @emin 2010, although
there can be no assurance that our customersesilbnd favorably to these changes.

. Improving store standards and operating hours 2008-09, we have continued to define and improur store standards and
to adjust our store hours to better enhance ouorwess' experience. We believe that these improwésneill continue to
increase customer traffic and average transactioruat.

. Expanding our loyal customer baséur research indicates that over 85% of our euste have shopped at Dollar General for
over two years, indicating that we have a highijjalccustomer base. In addition, our most recenteyis indicate that our
retention rate of new customers has increasedfigignily over the past year, with over 94% indingtthat they plan to
continue shopping in our stores with either theesamincreased frequency. We believe these merddingdnitiatives will
result in increased traffic and sales and will owre to drive growth in our customer base.

. Remodels and RelocationaVe believe we have significant opportunities kkde for our relocation and remodel programs,
which will further drive sales growth.

Expanding Operating Profit Margins. Another key component of our growth strategiyriproving our operating profit margin throt
enhanced gross profit and expense reduction iniisit Our financial results during the 2008 and2tdate periods reflect the favorable
outcome of many of these initiatives. We belie\a tlie can build on our recent strong financial itssay continuing to enhance these
initiatives, which include:

. Merchandising. We continue to improve the overall profitabildfour merchandising decisions. Our new line review
processes have resulted in improved product sefeatid pricing decisions. These line reviews hargributed to our
improved gross profit margins despite an increasales of consumables. We expect these expanaeckliiews to continue
to positively impact our overall sales and ope@pnofit margins.

. Sourcing. Increasing our direct foreign sourcing has narba top priority for us until recently. In 2008 wnported
approximately $700 million of goods, or 10% of tqtarchases at cost. We believe we have the patdotdirectly source a
larger portion of our products at significant s@gno current costs. We are currently increasingdaect foreign sourcing
efforts, which we believe offers significant oppority for gross profit margin enhancement in thieife.

. Private Brand. Improving the consistency, quality, appearanaktaeadth of our private brand offerings has yiéloherease:
penetration, and we intend to continue to drivepivate brand penetration going forward. Generglhwate brand items have
higher gross profit margins than similar nationara items. Our private brand program complememtsrwdel of offering
customers nationally branded merchandise at evertgpdaprices. Since 2007, we have added approximét) net new
private brand items, predominantly in consumabieseasing our total number of such items to ov&0Q SKUs. As a
percentage of consumables sales, we increasedephixend penetration from approximately 17% in 2@0@pproximately
21% in
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the first half of 2009. We expect to expand on ¢hefforts in the future in addition to greatly ieasing the role of private
brands in our non-consumable offerings.

. Inventory Shrink Rate ReductionThe reduction in shrink rate since 2007 has mlay&ey role in increasing our gross profit
margin, primarily the result of the focus and rélless efforts of our field management team andrttreduction of improved
indicator metrics at the stores, in conjunctiorhviihproved hiring practices, and lower store managmover. We continue to
improve and automate our shrink indicator tools] ae believe we have opportunity for further shrimprovement.

. Other Cost Reduction EffortsWe continually look for ways to improve our cesitucture and enhance efficiencies throughout
the organization. Of most significance to date haee made good progress in leveraging our coststfbution and reducing
our workers' compensation expense. Other cost tietiuefforts include identifying additional effigieies in distribution and
transportation, labor productivity initiatives, ¢oming our store rent reduction work, implementingre energy management
tools, and improving employee retention.

Growing Our Store Base. Based on a detailed, market-by-market analysshelieve we have significant potential to ineeaur
number of stores in existing and new markets. ®@oemt market analysis suggests there are as mar&;GG0 opportunities, the majority of
which are located in the 35 states where we cuyreperate. Also included are significant opporti@s to open stores in new markets, most
notably in states on the Pacific coast and in oeeeeas of the Northeast. Based on the initiatssges of our 2008 and 2009 new store
openings, we have confidence in our real estatgptiises and in our ability to identify, open anpevate successful new stores. As a result,
we believe that our present level of new store ¢inde/ sustainable for the foreseeable future. iitamh, we also believe that in the current
real estate market environment there may be oppitigs to negotiate lower rent and constructionsasd to improve the overall quality of
our sites at attractive rental rates, increasingopportunity to improve profitability.

Our Merchandise

We offer a focused assortment of everydaessities, which drive frequent customer visits, key items in a broad range of general
merchandise categories. Our product assortmenida®the opportunity for our customers to addresstrof their basic shopping needs with
one trip. We sell high quality national brands fregading manufacturers such as Procter & Gamblebiérly Clark, Unilever, Kellogg's,
General Mills, Nabisco, Coca-Cola and PepsiCo, Whie typically found at higher retail prices elbene. Additionally, our private brand
selections offer consumers even greater value eptions to purchase entry price point items anénat brand equivalent products at
substantial discounts to the national brand.

Our stores currently offer approximatelyQiD total SKUs per store, of which approximated§erare core items that are replenished on
a weekly basis. The remaining 30% are rotated thar of the stores over the course of a year. fontga of our products are priced at $1C
less and approximately 25% of our products aresprat $1 or less.

We separate our merchandise into the fatigwategories:
Consumabless our largest category and includes the following:

. Paper and Cleaning: Paper towels, toilet paper, paper dinnerwarshtemd storage bags, laundry and other home cpanin
supplies. National brands include items manufadtimeProcter & Gamble, Kimberly Clark, Unilever d&i, Clorox, Hefty and
others. Our private brands will include DG home &ndart & Simple.
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. Food: Packaged food and perishables. National braralisda Kellogg's, General Mills, Nabisco, Campbellsl others. Our
private brands include Clover Valley. We also caymplity regional brands of milk, eggs and otheighable items.

. Beverages and SnackBeverages, candy and snacks. National brandsdedCoke and Pepsi and others. Our private brands
include Clover Valley and will include Sweet Smiles

. Health and Beauty: Health aids, over-the-counter medicines and peistare products. National brands include Theyaflu
Prilosec, Olay, Covergirls, Johnson & Johnson, &anand others. Our private brands include DG heaid DG body.
Additionally, we are the only retailer that carrtbe full line of Rexall-branded vitamins and sugpknts.

. Pet: Pet supplies. National brands include Alpo, PariPedigree, Milkbone and others. Our private bsaard EverPet and
EverPet Basics.

Seasonal: Seasonal includes seasonal decorations, toysribattemall electronics, greeting cards, stationergpaid cell
phones and accessories, gardening supplies, harémdrhome office supplies. National brands incMead stationary. Our private
brands are DG Office, DG home and Holiday Styledifidnal private brands will include True Living #S.

Home Products: Home Products include kitchen supplies, cookwargllsappliances, light bulbs, storage containeesngs,
candles, craft supplies, bed and bath soft goodsohkal brands include Procter Silex and Black Badker small appliances. Our
private brands include DG home and True Living.

Apparel: Apparel includes casual everyday apparel for irfatatddlers, girls, boys, women and men, as wedbaks,
underwear, shoes and accessories. Our privatedeaadG baby, DG toddler and Open Trails. We holéxclusive license to
Bobbie Brooks clothing. We also hold a license ish&r Price on certain items of children's clothing

The percentage of net sales of each otatagories of merchandise for the period indicaeldw was as follows:

200€ 2007  200¢

Paper and Cleanir T21% 20% 20%
Food 14% 15% 16%
Beverages and Snac 13% 13% 15%
Health and Beaut 13% 13% 13%
Pet _4% _5% _5%
Total Consumable 66% 67% 69%
Seasona 16% 16% 15%
Home Product 1% 9% 8%
Apparel 8% 8% 8%
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The Dollar General Store

The average Dollar General store has appetely 7,000 square feet of selling space angpigally operated by a manager, an assistant
manager and three or more sales clerks. ApproxIynats of our stores are in freestanding buildint% in strip shopping centers and 2%
are in downtown buildings. Most of our customeve lwithin three miles, or a 10-minute drive, of stwres. Our store strategy features low
initial capital expenditures, limited maintenanegital, low occupancy and operating costs, andcased merchandise offering within a bri
range of categories, allowing us to deliver lovailgrices while generating strong cash flows anegstment returns. A typical new store in
2009 is estimated to require approximately $230@f0&quipment, fixtures and initial inventory, redtpayables.

We generally have not encountered difficldtcating suitable store sites in the past. Gitrensize of the communities that we are
targeting, we believe that there is ample oppotyuior new store growth in existing and new markétsaddition, the current real estate
market is providing an opportunity for us to acceigiher quality sites at lower rates than we haansistorically. Also, we believe we have
significant opportunities available for our reldoatand remodel programs.

Our recent store growth is summarized eftllowing table:

Net Store
Stores at Increase/ Stores at
Period Beginning of Year  Stores Opene  Stores Closed(¢  (Decrease End of Period
2006 7,92¢ 537 237 30C 8,22¢
2007 8,22¢ 36¢& 40C (35 8,19/
2008 8,19/ 207 39 16€& 8,362
First half 200¢ 8,362 22¢ 10 21F 8,571

(@) Includes 128 stores and 275 stores closed in 200@@07, respectively as a result of certain gjiat@itiatives.
Our Customers

Our customers seek value and conveniengaaRly depending on their economic needs and ggggc proximity, customers rely on
Dollar General for varying levels of their basiceds, including fill-in shopping, periodic routindpts to stock up on household items, and
weekly or more frequent trips to meet most of thetemer's essential needs. Our convenient locatimne-saving shopping experience and
everyday low prices on quality merchandise makestanes a compelling alternative for purchasingyday needs. In the last year, we have
seen increases in the annual number of shoppppgttrat our existing customer makes to Dollar Galrees well as the amount spent during
each trip. In addition, we believe that our valuegwsition is attracting customers from a wide enfjincome brackets and life stages and
that those customers are planning to continue shgppith us for the foreseeable future.

In 2008, we engaged Nielsen to assist updating our proprietary customer research infiomtéo better understand our customers,
their purchasing habits and preferences. The gesfithis study indicate that our highest frequeasgt highest spending customers,
comprising approximately 50% our sales, are thos@hom low prices and value are critical to theieryday shopping decisions. In August
of 2009, we updated this study with a customereydesigned to give us insight into the changesimcustomer base. The results of this
new survey indicate that, while the descriptiomof core customer remains the same, our storasoarattracting customers who had not
shopped at our stores previously because of tlee@eption of image or quality. In addition, theqetage of shoppers classified as one stop
shoppers has increased. We believe that recertiaddio our merchandise offering, improvementsttwe operations and expansion of
operating hours, coupled with
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our value proposition, are resonating well with existing customers and have been critical to aacess in attracting and retaining new
customers. Management believes based on addifioogtietary survey results that in excess of 95%urfcurrent customers expect to shop
our stores with the same or greater frequency Hfteeconomy improves.

Based on Nielsen Homescan Panel estiméfasliar General shoppers, we estimate that onBt 41 the population in our trade areas,
defined as the counties in which we have storesshapped at Dollar General in the past year. Viievgethat the remaining 59% represents
an opportunity to grow our customer base. We aiergg to persistently improve on the quality, s#ien and pricing of our merchandise and
to continually upgrade our store standards in ot@attract and retain increasing numbers and deapbirs of customers.

Our Suppliers

We purchase merchandise from a wide vagésuppliers and maintain direct buying relatiapshwith many producers of national
brand name merchandise, such as Procter & Gambitegyefly Clark, Unilever, Kellogg's, General Milldabisco, Coca-Cola and PepsiCo.
Despite our broad offering, we maintain only a tedi number of SKUs per category, giving us a pgadvantage in dealing with our
suppliers.

Approximately 10% of our purchases in 20@8e from The Procter & Gamble Company. Our nexgdat supplier accounted for
approximately 6% of our purchases in 2008. Ourgie\brands rely upon a diversified supplier base.dikectly imported approximately 1C
of our purchases at cost (14% of our purchasestait)rin 2008. Our vendor arrangements generathyige for payment for such merchanc
in U.S. Dollars.

We have not experienced any difficulty btaining sufficient quantities of core merchanded believe that if one or more of our
current sources of supply became unavailable, wddnoe able to obtain alternative sources withogiegiencing a substantial disruption of
our business.

Distribution, Transportation and Inventory Management

Our stores are supported by nine distrisutienters located strategically throughout ouggaghic footprint. Of these nine, we lease
three and own the other six. We lease additiomaptaary warehouse space as necessary to suppdatistrilvution needs. We believe that «
distribution network is well-positioned to suppottr planned growth. Over the past few years we haage significant investments in
facilities, technological improvements and upgrades we continue to improve work processes, allfith increase our efficiency and
ability to support our merchandising and operatinitgatives as well as our new store growth. Watowially analyze and rebalance the
network to ensure that it remains efficient andvites the service our stores require. We believecorrent distribution network is
sufficiently flexible and capable of supporting @rowth within our current operating areas for sal/gears. See "-Properties" for addition
information pertaining to our distribution centers.

In addition, we have actively sought to ioge our inventory turns. Initiatives along thisrit have included reducing excess inventol
stores and better inventory tracking. We turnediouentory approximately 5.1 times over the moserg four quarters, and we believe that
there is opportunity for continued improvement.

Seasonality

Our business is seasonal to a certain exgamerally, our highest sales volume occurs énftlurth quarter, which includes the Christr
selling season, and the lowest occurs in thedinstrter. In addition, our quarterly results caraffected by the timing of new store openings
and store
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closings, the amount of sales contributed by nesvextisting stores, as well as the timing of certaifidays. We purchase substantial amo
of inventory in the third quarter and incur higls@ipping costs and higher payroll costs in antidgpaof the increased sales activity during
fourth quarter. In addition, we carry merchandisdrdy our fourth quarter that we do not carry dgrihe rest of the year, such as gift sets,
holiday decorations, certain baking items, andoather assortment of toys and candy.

The following table reflects the seasowgadit net sales, gross profit, and net income (lbgsjuarter for each of the quarters of our three
most recent fiscal years. All of the quarters ieBd below are comprised of 13 weeks (see notee@ayding results for the second quarter of
2007).

1st 2nd 3rd 4th
(in_ millions) Quarter Quarter Quarter Quarter
Year Ended January 30, 200¢
Net sales $2,403.! $2,609.. $2,598.¢ $2,845.¢
Gross profit 693.1 758.( 772.5 837.1
Net income (loss 5.¢ 27.1 (7.3 81.¢
Year Ended February 1, 2008(a)
Net sales 2,275.: €) 2,312.¢  2,559.¢
Gross profi 633.1 €) 646.¢ 740.¢
Net income (loss 34.¢ (@) (33.0 55.4
Year Ended February 2, 2007
Net sales 2,151« 2,251.: 2,213« 2,554.(
Gross profi 584.: 611.f 526.4 646.(
Net income (loss 471 45.F (5.3 50.1

(@) Our merger was completed during the second quefr2007. Net sales, Gross profit, and Net incornsg) were $1,648.5, $438.5 and
$(42.9), respectively, for the Predecessor perioghfMay 5, 2007 to July 6, 2007, and were $699184%7 and $(27.2), respectively,
for the Successor period from March 6, 2007 to A1 2007. For comparison purposes, these Sucaesadts include the results of
operations for Buck Acquisition Corp. for the pefiorior to the merger from March 6, 2007 (Buck'siiation) through July 6, 2007
(reflecting the change in fair value of intereserswaps).

Our Competition

We operate in the basic consumer packagedsgmarket, which is highly competitive with resto® price, store location, merchandise
quality, assortment and presentation, in-stock isterscy, and customer service. We compete withodiststores and with many other
retailers, including mass merchandise, groceryg,dtanvenience, variety and other specialty starbgse other retail companies operate
stores in many of the areas where we operate, amy of them engage in extensive advertising andeatiaig efforts. Our direct competitors
include Family Dollar, Dollar Tree, Fred's, 99 Cefinly and various local, independent operatorsedisas Wal-Mart, Walgreens, CVS, Rite
Aid, Target and Costco, among others. Certain ofcompetitors have greater financial, distributiorarketing and other resources than we
do.

We differentiate ourselves from other forofisetailing by offering consistently low prices & convenient, small-store format. We
believe that our prices are competitive due in fradur low cost operating structure and the reddyilimited assortment of products offered.
Historically, we have minimized labor by offeringvier price points and a reliance on simple merdlsarmaresentation. We maintain strong
purchasing power due to our leadership positionaandocused assortment of
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merchandise within categories. See "Our Competivengths" above for further discussion of our petitive situation.
Our Employees

As of July 31, 2009, we employed approxiha? 7,200 full-time and part-time employees, inldhg divisional and regional managers,
district managers, store managers and distributgorter and administrative personnel. We have isimgly focused on recruiting, training,
motivating and retaining employees, and we belteat the quality, performance and morale of our leyges have increased as a result. Our
store manager turnover on an annual basis hasadectdy approximately 14% since the time of oui72@@rger. We currently are not a pi
to any collective bargaining agreements.

Our Trademarks

We own marks that are registered with théddl States Patent and Trademark Office and ategted under applicable intellectual
property laws, including without limitation the tlemarks Dollar General®, Dollar General Market@yvelr Valley®, DG®, DG Guarantee
and the Dollar General price point designs, aloitg wariations and formatives of these trademaskwall as certain other trademarks. We
attempt to obtain registration of our trademarkemgdver practicable and to pursue vigorously amnigément of those marks. Our traderr
registrations have various expiration dates; howegsuming that the trademark registrations aspeyty renewed, they have a perpetual
duration. This prospectus also contains trademagksjce marks, copyrights and trade names of athvpanies, which are the property of
their respective owners. Solely for convenience tademarks and tradenames referred to in thispgatus may appear without the ®
symbol, but such references are not intended foatg in any way, that we will not assert, to fiéest extent under applicable law, our rig
or the right of the applicable licensor to theselémarks and tradenames.

Properties

As of July 31, 2009, we operated 8,577ilrstares located in 35 states as follows:

State Number of Stores  State Number of Stores
Alabama 472 Nebraske 80
Arizona 53 New Jerse! 22
Arkansas 237 New Mexico 42
Colorado 22 New York 23%
Delaware 24 North Caroline 49k
Florida 434 Ohio 47E
Georgia 48t Oklahoma 282
lllinois 312 Pennsylvani 40¢E
Indiana 32t South Carolin: 34k&
lowa 171 South Dakot: 12
Kansas 15C Tennesse 431
Kentucky 31¢ Texas 99¢
Louisiana 33¢ Utah 9
Maryland 58 Vermont 4
Michigan 23¢  Virginia 252
Minnesots 16 West Virginia 154
Mississippi 27¢ Wisconsin 85
Missouri 317
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Most of our stores are located in leasednises. Individual store leases vary as to thaingerental provisions and expiration dates. The
majority of our leases are relatively low-cost, sHerm leases (usually with current terms of thieeéve years) often with multiple renewal
options. We also have stores subject to build-tbastangements with landlords, which typicallyrgaa primary lease term of 10 years with
multiple renewal options. In recent years, an iasirg percentage of our new stores have been subjbaild-to-suit arrangements. In 2008,
approximately 85% of our new stores were builddd-arrangements.

As of July 31, 2009, we operated nine itigtion centers, as described in the following ¢abl

Approximate Square  Approximate Number

Year

Location Openec Footage of Stores Served

Scottsville, KY 195¢ 720,00( 95€
Ardmore, OK 199/ 1,310,001 1,307
South Boston, V/ 1997 1,250,001 82(
Indianola, MS 199¢ 820,00( 80¢
Fulton, MO 199¢ 1,150,00!I 1,127
Alachua, FL 200( 980,00( 794
Zanesville, OF 2001 1,170,001 1,15¢
Jonesville, SC 200t 1,120,00!I 77€
Marion, IN 200¢ 1,110,001 83¢

We lease the distribution centers locate@klahoma, Mississippi and Missouri and own theeosix distribution centers. Approximat
7.25 acres of the land on which our Kentucky disiion center is located is subject to a grounddeslVe lease additional temporary
warehouse space as necessary to support our digiritneeds.

Our executive offices are located in apprately 302,000 square feet of leased space in [Btisdlle, Tennessee.
Legal Proceedings

On August 7, 2006, a lawsuit entitl@gnthia Richter, et al. v. Dolgencorp, Inc., etwaas filed in the United States District Court fbet
Northern District of Alabama (Case No. 7-cv-01537-LSC) ("Richter") in which the plaintifflages that she and other current and former
Dollar General store managers were improperly ifladsas exempt executive employees under thelkdior Standards Act ("FLSA") and
seeks to recover overtime pay, liquidated damagebattorneys' fees and costs. On August 15, 2B8@Richter plaintiff filed a motion in
which she asked the court to certify a nationwilds< of current and former store managers. We egbite plaintiff's motion. On March 23,
2007, the court conditionally certified a nationeidass of individuals who worked for Dollar Gerera store managers since August 7,
2003. The number of persons who will be includethinclass has not been determined.

On May 30, 2007, the court stayed all pegliegs in the case, including the sending of acedb the class, to evaluate, among other
things, certain appeals pending in the Eleventhu@titnvolving claims similar to those raised instlaction. That stay has been extended on
several occasions, most recently through OctobgP@129. Those appeals have been resolved, anatinehas ordered that a list of potential
class members be prepared and notice to thosddodig be issued. During the stay, the statuterfdtions was tolled for the potential class
members.

We believe that our store managers areéhamd been properly classified as exempt employedsrihe FLSA and that this action is not
appropriate for collective action treatment. Weirdt to vigorously defend this action. Howeverhé time, it is not possible to predict
whether the court ultimately will permit this agtito proceed collectively, and no assurances cajiMes that we will be
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successful in the defense on the merits or otherdfisve are not successful in our efforts to ddfdns action, the resolution could have a
material adverse effect on our financial statemaata whole.

On May 18, 2006, we were served with a latventittedTammy Brickey, Becky Norman, Rose Rochow, Sandyswedl and Melinda
Sappington v. Dolgencorp, Inc. and Dollar Generakr@oration (Western District of New York, Case No. 6:06-cv-88eDGL, originally
filed on February 9, 2006 and amended on May 126 ZWBrickey")). The Brickey plaintiffs seek to preed collectively under the FLSA and
as a class under New York, Ohio, Maryland and NGholina wage and hour statutes on behalf of, @hobners, assistant store managers
who claim to be owed wages (including overtime v&gmder those statutes. At this time, it is natgilde to predict whether the court will
permit this action to proceed collectively or adass. However, we believe that this action isapgropriate for either collective or class
treatment and that our wage and hour policies aactipes comply with both federal and state law. phé to vigorously defend this action;
however, no assurances can be given that the Comyliibe successful in the defense on the meritstberwise, and, if we are not
successful, the resolution of this action couldehamaterial adverse effect on our financial statémas a whole.

On March 7, 2006, a complaint was filedha United States District Court for the Northeristiict of Alabama (anet Calvert v.
Dolgencorp, Inc, Case No. 2:06-cv-00465-VEH ("Calvert")), in whitte plaintiff, a former store manager, alleged #te was paid less
than male store managers because of her sex,latiginof the Equal Pay Act and Title VII of theviRights Act of 1964, as amended
("Title VII"). The complaint subsequently was ameddo include additional plaintiffs, who also akep have been paid less than males
because of their sex, and to add allegations tlvat@mpensation practices disparately impact fesndlader the amended complaint,
Plaintiffs seek to proceed collectively under tlgpi& Pay Act and as a class under Title VII, arpiest back wages, injunctive and
declaratory relief, liquidated damages, punitivendges and attorneys' fees and costs.

On July 9, 2007, the plaintiffs filed a nowot in which they asked the court to approve teaasce of notice to a class of current and
former female store managers under the Equal Paywe opposed plaintiffs’ motion. On November 3002, the court conditionally
certified a nationwide class of females under thadt Pay Act who worked for Dollar General as stoanagers between November 30, 2
and November 30, 2007. The notice was issued amdpi 1, 2008, and persons to whom the notice waisvgere required to opt into the ¢
by March 11, 2008. Approximately 2,100 individubbsse opted into the lawsuit. We will have an opyuoityy at the close of the discovery
period to seek decertification of the Equal Pay @ats, and the Company expects to file such motion

The plaintiffs have not yet moved for classtification relating to their Title VII claim&Ve expect such motion to be filed within the
next several months and will strenuously opposé sumotion.

At this time, it is not possible to predidhether the court ultimately will permit the Calvaction to proceed collectively under the Equal
Pay Act or as a class under Title VII. However, veieve that the case is not appropriate for aas®ollective treatment and that its policies
and practices comply with the Equal Pay Act ante™il. We intend to vigorously defend the actidwowever, no assurances can be given
that we will be successful in the defense on thatmer otherwise. If we are not successful in defag the Calvert action, its resolution ca
have a material adverse effect on our financiaéstants as a whole.

On July 30, 2008, we were served with afamt filed in the District Court for Dallas Coyntiowa (Julie Cox, et al. v.
Dolgencorp, Inc., et e—Case No. LACV-034423 ("Cox")) in which the plafiita former store manager, alleges that we disoate against
pregnant employees on the basis of sex and retageinst employees in violation of the lowa CRiijjhts Act. Cox seeks to represent a class
of "all current, former and future employees frdm State of lowa who are employed by Dollar Genehal suffered from, are currently
suffering from or in the future may suffer fromteajed sex/
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pregnancy discrimination and retaliation and seldaratory and injunctive relief as well as edul#gacompensatory and punitive damages
and attorneys' fees and costs.

At this time, it is not possible to predidhether the court ultimately will permit the Coatian to proceed as a class. However, we be
that the case is not appropriate for class treatawash that our policies and practices comply whid fiowa Civil Rights Act. We intend to
vigorously defend the action; however, no assursicee be given that we will be successful in thiere on the merits or otherwise. If we
are not successful in defending this action, i®hgion could have a material adverse effect arfioancial statements as a whole.

On December 4, 2008, a complaint was fiteithe United States District Court for the WestBistrict of Tennesse€eTressa Holt, et al
v. Dollar General Corporation, et aJ.Case No.1:08-cv-01298 JDB) in which the plaintiffi behalf of herself and a putative class of non-
exempt store employees, alleges that we violatedr#ir Labor Standards Act by failing to pay fdrhedurs worked, including overtime hou
We resolved this matter for an amount that is natemial.

Subsequent to the announcement of the agmerelating to our 2007 merger, we and our dirscivere named in seven putative class
actions alleging claims for breach of fiduciaryatising out of our proposed sale to investmendfuaffiliated with KKR. Each of the
complaints alleged, among other things, that orgatiors engaged in "self-dealing" by agreeing tmnemend the transaction to our
shareholders and that the consideration availatseith shareholders in the transaction is unféaiky On motion of the plaintiffs, each of
these cases was transferred to the Sixth CircuittGor Davidson County, Twentieth Judicial Distriat Nashville. By order dated April 26,
2007, the seven lawsuits were consolidated in detainder the caption, "In re: Dollar General,'s€&o. 07MD-1. On June 13, 2007, the
court denied the Plaintiffs' motion for a temporanjynction to block the shareholder vote that wesn held on June 21, 2007. On June 22,
2007, the Plaintiffs filed their amended complairgking claims substantially similar to those owttirabove. The court on November 6, 2008
certified a class of all persons who held stocksron the date of the merger. The defendantsflilesummary judgment.

On November 24, 2008, all defendants, idiclg us, reached an agreement in principle toes#tts lawsuit, subject to final
documentation and court approval. We determinetthtgaagreement would be in the best interestefdbmpany to avoid costly and time-
consuming litigation. Based on the agreement ingipie, we recorded a charge of $32.0 million ie third and fourth quarters of 2008 in
connection with the proposed settlement, which metf insurance proceeds of $10.0 million whichrevenllected in the fourth quarter of
2008. On February 2, 2009, we funded the $40.0aniBettlement and on February 11, 2009, the apptoved the terms of the settlement.

From time to time, we are a party to vasiother legal actions involving claims incidentathhe conduct of our business, including
actions by employees, consumers, suppliers, govarhagencies, or others through private actiomsschctions, administrative proceedings,
regulatory actions or other litigation, includingder federal and state employment laws and wagéamdlaws. We believe, based upon
information currently available, that such othéightion and claims, both individually and in thggaegate, will be resolved without a material
adverse effect on our financial statements as dewhtowever, litigation involves an element of uriaity. Future developments could cause
these actions or claims to have a material adwffeet on our results of operations, cash flowdjr@ncial position. In addition, certain of
these lawsuits, if decided adversely to us orexthly us, may result in liability material to oindncial position or may negatively affect
operating results if changes to our business operate required.

MARKET AND INDUSTRY DATA

We obtained the industry, market and coitipetposition data used throughout this prospefitus our own internal estimates and
research as well as from industry publications@séarch, surveys and studies conducted by thitatpa
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MANAGEMENT
Directors and Executive Officers

Information regarding our directors, dicabominees and executive officers as of the ditki® prospectus is set forth below. Each of
our directors holds office for a term of 1 yeawaotil a successor is elected and qualified. Eaabuofexecutive officers serves at the pleasure
of our Board of Directors and is elected annuajiyttie Board to serve until a successor is dulytetecThere are no familial relationships
between any of our directors, director nomineesxecutive officers.

Name Age Position

Richard W. Dreiling 56 Director; Chairman & Chief Executive Offic

David L. Bere 56 President & Chief Strategy Offic

David M. Tehle 53 Executive Vice President & Chief Financial Offic

Kathleen R. Guiol 58 Executive Vice President, Division President, S©Operations & Store Developmi
Todd J. Vaso 48 Executive Vice President, Division President & Giverchandising Office
Susan S. Laniga 47 Executive Vice President & General Cour

Anita C. Elliott 44 Senior Vice President & Controll:

John W. Flanigal 58 Senior Vice President, Global Supply Ch

Robert D. Ravene 50 Senior Vice President & Chief People Offic

Raj Agrawal 36 Director

Michael M. Calber 47 Director

Adrian Jone: 45 Director

Warren F. Bryan 63 Director Nominee

William C. Rhodes, Il 44 Director Nominee

Mr. Dreiling joined Dollar General in January 2008 as Chief ltige Officer and a member of our Board. He wasoamed Chairman
of the Board on December 2, 2008. Prior to joiriralar General, Mr. Dreiling served as Chief ExéeaitOfficer, President and a director of
Duane Reade Holdings, Inc. and Duane Reade Irclathest drugstore chain in New York City, fromvidmber 2005 until January 2008 ¢
as Chairman of the Board of Duane Reade from Mae¢ly until January 2008. Mr. Dreiling previousiy\ss as Executive Vice President—
Chief Operating Officer of Longs Drug Stores Cogiimm, an operator of a chain of retail drug staneshe West Coast and Hawaii, since
March 2005, after having joined Longs in July 2@33Executive Vice President and Chief Operatioric@f From 2000 to 2003,

Mr. Dreiling served as Executive Vice President—Rkéging, Manufacturing and Distribution at Safewhng., a food and drug retailer. Prior
to that, Mr. Dreiling served from 1998 to 2000 asdfdent of Vons, a Southern California food arubditivision of Safeway.

Mr. Bere joined Dollar General in December 2006 as PresidedtChief Operating Officer. He also served aslot@rim Chief
Executive Officer from July 6, 2007 to January 2008. In April 2008, he was named President an@&iC3trategy Officer. He served as a
member of our Board of Directors from 2002 untilfeta2008. Mr. Bere served from December 2003 uJntile 2005 as Corporate Vice
President of Ralcorp Holdings, Inc. and as theiBeas and Chief Executive Officer of Bakery Chefcl, a leading manufacturer of frozen
bakery products that was acquired by Ralcorp Hglelin December 2003. Mr. Bere was retired from ROG5 to December 2006. From
1998 until the acquisition, Mr. Bere was the Prestcand Chief Executive Officer of Bakery Chef,.lrand also served on its board of
directors. From 1996 to 1998, he served as Pres@ehChief Executive Officer of McCain Foods USAmnanufacturer and marketer of
frozen foods and a subsidiary of McCain Foods Lechit-rom 1978 to 1995, Mr. Bere worked for The Quakats Company and served as
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President of the Breakfast Division from 1992 t®3%nd President of the Golden Grain Division frb®90 to 1992.

Mr. Tehle joined Dollar General in June 2004 as Executivee\Recesident and Chief Financial Officer. He serfveth 1997 to June
2004 as Executive Vice President and Chief Finai@fificer of Haggar Corporation, a manufacturingarketing and retail corporation. From
1996 to 1997, he was Vice President of Finance ftivision of The Stanley Works, one of the worldigiest manufacturers of tools, and
from 1993 to 1996, he was Vice President and QFiredincial Officer of Hat Brands, Inc., a hat mamtdizaer. Earlier in his career, Mr. Tehle
served in a variety of financiaklated roles at Ryder System, Inc. and Texasumstnts. Mr. Tehle currently serves as a directdiagk in th
Box, Inc.

Ms. Guionjoined Dollar General in October 2003 as Executliee President, Store Operations. She was namecuExe Vice
President, Store Operations and Store Developmdreliruary 2005, and was promoted to Executive RPiesident, Division President, St
Operations and Store Development in November 2Bi%n 2000 until joining Dollar General, Ms. Guiogrged as President and Chief
Executive Officer of Duke and Long Distributing Cpany, a convenience store chain operator and wéieldsstributor of petroleum
products. Prior to that time, she served as aratipgrpartner for Devon Partners (1999-2000), wiseéredeveloped operating plans and
assisted in the identification of acquisition tasg@ the convenience store industry, and as Rresehd Chief Operating Officer of E-Z Serve
Corporation (1997-1998), an owner/operator of comece stores, mini-marts and gas marts. From 1®8997, Ms. Guion served as the
Vice President and General Manager of the large&ion (Chesapeake Division) of company-ownedestat 7-Eleven, Inc., a convenience
store chain. Other positions held by Ms. Guion miyitier tenure at 7-Eleven include District Managene Manager, Operations Manager,
and Division Manager (Midwest Division).

Mr. Vasosjoined Dollar General in December 2008 as Execwiiee President, Division President and Chief Marudtising Officer.
Prior to joining Dollar General, Mr. Vasos servadekecutive positions with Longs Drug Stores Coagion for 7 years, including Executive
Vice President and Chief Operating Officer (Febyuz008 through November 2008) and Senior Vice Bezgiand Chief Merchandising
Officer (2001-2008), where he was responsible lgplaarmacy and front-end marketing, merchandisprgcurement, supply chain,
advertising, store development, store layout amge@llocation, and the operation of three distidmucenters. He also previously served in
leadership positions at Phar-Mor Food and Drug dmcl Eckerd Drug Corp.

Ms. Laniganjoined Dollar General in July 2002 as Vice Presid&eneral Counsel and Corporate Secretary. She@masoted to
Senior Vice President in October 2003 and to Exeeltice President in March 2005. Prior to joiniDgllar General, Ms. Lanigan served as
Senior Vice President, General Counsel and Segratatale Corporation, a specialty retailer of fiaevelry. During her six years with Zale,
Ms. Lanigan held various positions, including Adate General Counsel. Prior to that, she held Ipgaitions with both Turner Broadcasting
System, Inc. and the law firm of Troutman SanderB.L

Ms. Elliott joined Dollar General as Senior Vice President@odtroller in August 2005. Prior to joining Doll&eneral, she served as
Vice President and Controller of Big Lots, Incglaseout retailer, from May 2001 to August 2005e@®eeing a staff of 140 employees at Big
Lots, she was responsible for accounting operatiimancial reporting and internal audit. Priors&rving at Big Lots, she served as Vice
President and Controller for Jitney-Jungle StofeSmerica, Inc., a grocery retailer, from April 1% March 2001. At Jitney-Jungle,
Ms. Elliott was responsible for the accounting @piens and the internal and external financial répg functions. Prior to serving at Jitney-
Jungle, she practiced public accounting for 12 g,e@of which were with Ernst & Young LLP.

Mr. Flanigan joined Dollar General as Senior Vice Presidentb@l®&upply Chain, in May 2008. He has 25 years afiagement
experience in retail logistics. Prior to joining l2o General, he was
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group vice president of logistics and distributfonLongs Drug Stores Corporation from October 2@DBpril 2008. In this role, he was
responsible for overseeing warehousing, inboundaartidlound transportation and facility maintenarcsdrvice 500+ retail outlets. From
September 2001 to October 2005 he served as tlePrasident of Logistics for Safeway Inc. wher@hersaw distribution of food products
from Safeway distribution centers to all retailletd, inbound traffic and transportation. He alstdtdistribution and logistics leadership
positions at Vons—a Safeway company, SpecializestriDution Management Inc., and Crum & Crum Logisti

Mr. Ravenerjoined Dollar General as Senior Vice President@hif People Officer in August 2008. Prior to joigiDollar General, h
served as the Senior Vice President of U.S. PaResources for Starbucks Coffee Company from Af@7 to August 2008. In this role,
Mr. Ravener oversaw all aspects of human resowrctgty for more than 10,000 stores. He also sgia& Starbucks' Vice President, Partner
Resources-Eastern Division, from September 2008aach 2007. Prior to serving at Starbucks, Mr. Reréheld Vice President of Human
Resources roles for The Home Depot's Store Sumorter and a domestic field division from April 30@ September 2005. Mr. Ravener
also served in executive roles in both human ressuand operations at Footstar, Inc. and rolesopéasing leadership at PepsiCo.

Mr. Agrawal joined KKR in May 2006 and is a member of the Isfracture team. He previously was a member of Kk&'ail and
Energy industry teams. From 2002 to May 2006, he avilice President with Warburg Pincus, where hgieated in the execution and
oversight of a number of investments in the enemptor. Mr. Agrawal's prior experience also inckidb@ayer Capital Partners and
McKinsey & Co., where he provided strategic andgees and acquisitions advice to clients in a varétindustries. He has been a member
of our Board since July 2007. KKR's affiliates ireditly own a substantial portion of our outstandingimon stock through their investment
in Buck Holdings, LLC and Buck Holdings, L.P.

Mr. Calberthas been with KKR for over nine years and durireg ttme has been directly involved with severaltfodio companies. He
heads the Retail industry team. Mr. Calbert isentty on the board of directors of Toys "R" Us,.laad U.S. Foodservice. He joined
Randall's Food Markets as the Chief Financial @ffio 1994, ultimately taking the company throughaasaction with KKR in June 1997.
He left Randall's Food Markets after the compang s@ld in September 1999 and joined KKR. Mr. Calbtarted his professional career i
consultant with Arthur Andersen Worldwide, where primary focus was on the retail/consumer industisrhas been a member of our B¢
since July 2007 and served as our Chairman unteBder 2008. KKR's affiliates indirectly own a stalodial portion of our outstanding
common stock through their investment in Buck Hoddi, LLC and Buck Holdings, L.P.

Mr. Joneshas been with Goldman, Sachs & Co. since 1994skamanaging director in Principal Investment Afel#) in New York
where he focuses on consumer-related and healtbppretunities. The GS Investors indirectly owrubstantial portion of our outstanding
common stock through their investment in Buck Hofi, LLC and Buck Holdings, L.P. Mr. Jones is cotiseon the board of directors of
Biomet, Inc., Education Management Corporation, [thééarkets, Inc. and Signature Hospital, LLC. Hes lb@en a member of our Board
since July 2007.

Mr. Bryant served as the President and Chief Executive OftiE&ongs Drug Stores Corporation, a retail drugstthain on the West
Coast and in Hawaii, from 2002 through 2008 aniisa€hairman of the Board from 2003 through higeetent in 2008. Prior to joining
Longs Drug Stores, Mr. Bryant served as the Seviioe President of The Kroger Co., a retail grooghgin, from 1999 to 2002. Mr. Bryant is
a director of OfficeMax Incorporated.

Mr. Rhodeswas elected Chairman of AutoZone, a specialty lsxtand distributor of automotive replacement partd accessories, in
June 2007. He has served as President, Chief Bxedfficer, and a director of AutoZone since 20B%or to his appointment as President
and Chief Executive
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Officer, Mr. Rhodes was Executive Vice Presidenter&Operations and Commercial. Prior to fiscal 20@5had been Senior Vice
President—Supply Chain and Information Technoldggesfiscal 2002, and prior thereto had been Seviice President—Supply Chain
since 2001. Prior to that time, he served in varicapacities within AutoZone, including Vice Presitd—Stores in 2000, Senior Vice
President—Finance and Vice President—Finance i® 89@ Vice President—Operations Analysis and Sugpam 1997 to 1999. Prior to
1994, Mr. Rhodes was a manager with Ernst & Youuhgp.

Controlled Company Exception

Our Board of Directors consists of RichBreiling, Michael Calbert, Raj Agrawal and Adriaon&s. Messrs. Calbert and Agrawal serve
on our Audit Committee and, along with Mr. Jonaspar Compensation Committee. David Bere servedusrBoard until March 2008, and
Dean Nelson served on our Board until March 20Q8orcompletion of this offering, we intend to apgdiVilliam C. Rhodes and Warren F.
Bryant to our Board of Directors.

After completion of this offering, the Irsters will continue to control a majority of ourtetanding common stock. As a result, we are a
"controlled company" within the meaning of the N¥ark Stock Exchange corporate governance standdrtiter the New York Stock
Exchange rules, a company of which more than 50%efoting power is held by an individual, groupaaother company is a "controlled
company" and may elect not to comply with certagwNYork Stock Exchange corporate governance stdsdarcluding:

the requirement that a majority of the Board ofddtors consist of independent directors;

. the requirement that we have a nominating/corpayaternance committee that is composed entirelgdégpendent directors
with a written charter addressing the committealppse and responsibilities;

. the requirement that we have a compensation coemrtitiat is composed entirely of independent direatath a written
charter addressing the committee's purpose andmstlities; and

. the requirement for an annual performance evalnatfdhe nominating/corporate governance and cosgi@n committees.

Following this offering, we intend to utié these exemptions. As a result, we will not teaweajority of independent directors, our
nominating/corporate governance committee and casgi®mn committee will not consist entirely of ipéadent directors and such
committees will not be subject to annual perforneaeealuations. Accordingly, you will not have ttare protections afforded to
shareholders of companies that are subject td #ileoNew York Stock Exchange corporate governaaqeirements.

Committees of the Board of Directors

Audit Committee. Our audit committee currently consists of Mes&ralbert and Agrawal. Upon completion of thisedfig, the current
audit committee members will resign, and we intendppoint Messrs. Rhodes and Bryant to our awditroittee. Our Board has
affirmatively determined that each of such nomimeegts the definition of "independent director" forposes of the New York Stock
Exchange rules and the independence requiremeRslefLOA-3 of the Securities Exchange Act of 198tamended (the "Exchange Act").
Our Board intends to name Mr. Rhodes as the meoflmir audit committee who qualifies as an "audinmittee financial expert" under
SEC rules and regulations. We intend to appoirgdiitional independent director to our audit coneitwithin one year following
completion of this offering.
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Our audit committee will be responsible for

. selecting the independent registered public acoogifitm,

. pre-approving all audit engagement fees and teasgiell as audit and permitted non-audit serviodsetprovided by the
independent registered public accounting firm,

. at least annually, obtaining and reviewing a repbthe independent registered public accounting flescribing the
independent registered public accounting firm'srimal quality-control procedures and any matessliés raised by its most
recent review of internal quality controls,

. annually evaluating the qualifications, performanod independence of the independent registereéc@dzounting firm,

. discussing the scope of the audit and any probtandificulties,

. setting policies regarding the hiring of currentidormer employees of the independent registerétiaccounting firm,

. discussing the annual audited and quarterly unedidilhancial statements with management and thepierddent registered

public accounting firm,

. discussing types of information to be disclosedamings press releases and provided to analydtsating agencies,
. discussing policies governing the process by whighassessment and risk management is to be ahkéert
. reviewing disclosures made by the CEO and CFO dagguany significant deficiencies or material weases in our internal

control over financial reporting,
. reviewing internal audit activities, projects andget,

. establishing procedures for receipt, retentiontaeatment of complaints received by the Compangnaigg accounting or
internal controls and the submission of anonymaugleyee concerns regarding accounting,

. discussing with our general counsel legal mattaeksry an impact on financial statements,
. periodically reviewing and reassessing the auditrodtee charter,
. providing information to our Board that may be waet to the annual evaluation of performance afeté¥eness of the Board

and its committees,
. preparing the report required by the SEC to beushedl in our proxy statement and

. evaluating and making recommendations to the Boanderning shareholder proposals relating to n&tiewhich the
committee has expertise.

Our Board of Directors will update its vieih charter for the audit committee which will haitable on our website.

Compensation Committee.Our compensation committee currently consittd@ssrs. Agrawal, Calbert and Jones. Upon conmpiedf
this offering, we intend to appoint Messrs. Rhoaled Bryant as additional members of our compensatonmittee. Our Board of Directors
has affirmatively determined that each of such geagpointed nominees meets the definition of "iretetent director” for purposes of the
New York Stock Exchange rules, the definition ofitside director” for purposes of Section 162(mjhaf Internal Revenue Code of 1986
amended, and the definition of "non-employee dédor purposes of Section 16 of the Exchange Acaddition, we intend to
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establish a sub-committee of our compensation cét@enconsisting of Messrs. Rhodes and Bryant fopgaes of approving any
compensation that may otherwise be subject to @ed62(m) of the Internal Revenue Code of 198&nasnded. Our compensation
committee is responsible for:

. reviewing and approving corporate goals and ohjestrelevant to the compensation of our chief etkeewfficer,

. determining the compensation of our officers andators,

. recommending, when appropriate, changes to our ensgtion philosophy and principles,

. administration of overall compensation and bengifitgyrams,

. recommending to our Board any changes in our ingecbmpensation and equity-based plans that dnjecuto Board
approval,

. reviewing and discussing with management, prigh#ofiling of the proxy statement, the disclosuregared regarding

executive compensation, including the CD&A and cengation tables (in addition to preparing a reporéxecutive
compensation for the proxy statement),

. providing information to our Board that may be welpt to the annual evaluation of performance afettfeness of the Board
and its committees,

. evaluating and making recommendations to our Boanterning shareholder proposals relating to ngtgwhich the
committee has expertise, and

. periodically reviewing and reassessing the comgamsaommittee charter.
Our Board of Directors will update its weit charter for the compensation committee whidhbei available on our website.

Nominating and Corporate Governance Coneeitt Immediately prior to the closing of this offegi, we will form a nominating and
corporate governance committee that will consigflegsrs. Calbert, Agrawal and Jones. The nominatirtcorporate governance committee
will be responsible for (1) developing and recomdieg criteria for selecting new directors, (2) srieg and recommending to the Board of
Directors individuals qualified to become membédrswr Board and (3) handling such other matters dina specifically delegated to the
nominating and corporate governance committee &Bthard of Directors from time to time.

Our Board of Directors will adopt a writteharter for the nominating and corporate goveraamenmittee which will be available on «
website.

Executive Compensation

We refer to the persons included in the @any Compensation Table below as our "named execofficers." References to "2008,"
"2007," and "2006" mean, respectively, our fisaéss ended January 30, 2009, February 1, 2008ebrd&ry 2, 2007. References to the
"merger" or the "2007 merger" mean our merger,udised more fully elsewhere in this document, teatioed on July 6, 2007 as a result of
which we became a subsidiary of Buck Holdings, I(:Buck" or "Parent"), a Delaware limited partnépsbontrolled by investment funds
affiliated with Kohlberg Kravis Roberts & Co., L.PKKR" or "Sponsor").

Compensation Discussion and Analysis
Executive Compensation Philosophy and Objectives

We strive to attract, retain and motivaéespns with superior ability, to reward outstandiegformance, and to align the interests of our
named executive officers with the long-term intesed
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our shareholders. The material compensation pilegigpplicable to the 2008 compensation of our whexecutive officers included the
following, all of which are discussed in more detai'Elements of 2008 Named Executive Officer Cangation” below:

. We generally target total compensation at the bmacked median of our market comparator group, lutnake adjustments
based on circumstances, such as unique job désosnd our particular niche in the retail sedioaf are not reflected in the
market data. For competitive reasons, our levetstaf compensation or any component of compensatiay exceed the
median of our comparator group.

. We set base salaries to reflect the responsilsiliggperience and contributions of the named ekexafficers and the salaries
for comparable benchmarked positions, subject totrmims set forth in employment agreements.

. We reward named executive officers who enhanceerformance by linking cash and equity incentivethe achievement of
our financial goals.

. We promote share ownership to align the interefste&ionamed executive officers with those of ouargiholders.

The Compensation Committee of our BoarBiogctors utilizes employment agreements with tamed executive officers which,
among other things, set forth minimum levels otaiercompensation components. The Committee belisueh arrangements are a common
protection offered to named executive officersahparable companies and help ensure continuityaghuh retention. The agreements also
provide for standard protections to both the offimed to Dollar General should the officer's emplent terminate.

Named Executive Officer Compensation Process

Oversight. The Compensation Committee of our Board of @oes is responsible for recommending CEO compéens&t our Board
and for approving compensation of other named dikecofficers. The Board retains sole authoritg&iermine CEO compensation. The
Committee members include Messrs. Calbert, AgrandlJones.

Use of Outside Advisors. Prior to our 2007 merger, the former Compensa@iommittee selected Hewitt Associates ("Hew#s)its
compensation consultant and approved a writtereageat with Hewitt which describes the general teofithie working relationship. Hewitt
remains a consultant to the Company subsequenirtdd®7 merger, and while the written agreemertt Wigwitt has not been formally
renewed, we continue to operate consistent witteitss.

The written agreement with Hewitt specifileat Hewitt may perform compensation consultingyises upon management or Committee
request, which services may include competitivekeigpay analyses, support regarding legal, regglatoaccounting considerations
impacting compensation programs, redesign of tbosgrams, assistance with market data, trends amgetitive practices, meeting
preparation and attendance and other miscellangots

While the Committee or any of its membeesy/raonsult directly with Hewitt should it or thelianse to do so, subsequent to our 2007
merger Hewitt has directly dealt solely with Mr.diling, Ms. Challis Lowe (while she served as oMPEof Human Resources) and
Mr. Robert Ravener (since he became our SVP aneff ®eiople Officer) (Ms. Lowe or Mr. Ravener, durthg applicable time period, our
"Senior HR Officer"), as well as with non-executivembers of our human resources group, both wipere to management's work in
connection with named executive officer compensafas described below under "Management's Rolalyraconnection with general
employee compensation and benefits matters. Oum@ee Chairman, Mr. Calbert, reviews with
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Mr. Dreiling and our Senior HR Officer informatigummovided by Hewitt, along with Mr. Dreiling's andmSenior HR Officer's executive
compensation recommendations.

Management's Role. Mr. Dreiling and the Senior HR Officer, alongthvnon-executive members of the human resourcaspgrassist
Hewitt in gathering and analyzing relevant compatitiata and identifying and evaluating variousraatives for named executive officer
compensation (including their own). Mr. Dreilingdathe Senior HR Officer regularly provide and dsstheir recommendations regarding
named executive officer pay components, typicadlgdal on Hewitt benchmarking data, to the Compans&ommittee Chairman between
Committee meetings and to the full Committee at @iitee meetings. Mr. Dreiling assesses named eixecoificer performance (with
Mr. Bere's assistance with respect to fiscal 20&Topmance) for purposes of determining whethehewmed executive officer is eligible, as
a threshold matter, for a base salary increasdéaralTeamshare bonus payout in the event theaetewBITDA performance level is
achieved (each as discussed more fully below utielements of 2008 Named Executive Officer Compeansa).

While the Board and the Committee membaisad and welcomed such input from managemenBdaed and the Committee
ultimately made all 2008 named executive officenpensation decisions.

Use of Market Benchmarking Data.To attract and retain named executive offiggns we believe will enhance our long-term business
results, we must pay compensation that is competitith the external market for executive talent ¥élieve that this primary talent market
consists of retail companies with revenues andngssi models similar to ours because those complaanesexecutive positions similar in
breadth, complexity and scope of responsibilitptio named executive officer positions. For 2008ykteprovided data to management
regarding total and individual compensation elemémm its proprietary salary survey database amu the proxy statements of selected
retail companies that met these criteria. We reféhis combined group as the market comparatarmrim 2008, this group consisted of
Advance Auto Parts, AutoZone, Big Lots, Family o]IKohl's, Limited Brands, Longs Drug Stores, Nrdm, OfficeMax, Payless Shoe
Source, Retail Ventures, Staples, J.C. PenneyGHpe Macy's, Blockbuster, The Pantry, Ross Stamed,SuperValu Inc. Hewitt was also
asked to provide summary market data from all efrétail companies in their data base and fronptbry statement information for certain
other significantly larger retail companies (Wal4¥)& arget, Walgreen's and CVS) as additional sezfee points in assessing the
appropriateness of the compensation levels of aorad executive officers.

For 2009 compensation decisions, the saartkehcomparator group of nineteen companies wad escept for five companies
(Advance Auto Parts, Kohl's, Limited Brands, Ret&htures and SuperValu) that discontinued theitigpation in the Hewitt study. These
companies were replaced by 7-Eleven, Genuine McBpnald's, PetSmart, and Yum Brands which wenseh due to their relative
comparability to the companies in the existing reaidomparator group.

The Committee believes that the mediangafghe competitive market generally is the appete target for a named executive offic
total compensation, and the Committee takes intowt the value of the named executive officergieerm compensation when determir
the levels of the cash compensation componentsCbinemittee recognizes, however, that it is difficalcompare equity granted by a priv
company to equity granted by a public company beea liquidity and other comparability issuesatidition, the Committee does not make
annual equity grants to the named executive officas it believes that the long-term equity presipgranted to the named executive officers
in fiscal 2007 or at the time they were employedapplicable, is sufficiently retentive and othexsvadequately meets our compensation
objectives as discussed under "Long-Term IncerRiogram” below.
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Elements of 2008 Named Executive Officer Compensati

We provide compensation in the form of bsalary, short-term cash incentives, long-term tygocentives, benefits and perquisites. As
discussed in more detail below, the Compensatianr@ittee believes that each of these elements ézassary component of the
compensation package and is consistent with conafiensprograms at competing companies.

Base Salary. Base salary generally promotes the recruitimgjre@tention functions of our compensation priresgby reflecting the
salaries for comparable positions in the competitharketplace and by providing a stable and prablietsource of income for our executiv
The Committee believes that we would be unabléttad or retain quality named executive officardhie absence of competitive base salary
levels. For this reason, base salary constitutegraficant portion of a named executive officeotl compensation. Base salary also furthers
the pay for performance role of our philosophy hsea as a threshold matter, a named executiveepofimot eligible for a salary increase
unless he or she achieves a satisfactory ovelgjitstive performance evaluation.

Following fiscal 2007, Mr. Dreiling (witmput from Mr. Bere) subjectively assessed each darecutive officer in the context of that
officer's job responsibilities and made a deterinimaas to whether that officer's performance fsecdl 2007 was satisfactory or unsatisfac
on an overall basis. A determination of unsatigfgcperformance would have precluded that nameduwtixe officer from receiving an
increase in 2008 base salary. A threshold detetiomaf satisfactory performance did not by itgel§ult in any variation in a named
executive officer's compensation. Rather, satisfggberformance merely created the possibilityrofrecrease in base salary. Once a named
executive officer's eligibility was establishede tinagnitude of any salary increase was determindtieobasis of benchmarking information
from Hewitt regarding the compensation and roleadh named executive officer within our managersgntture in comparison to the
compensation that companies in our market compagataip provide to similarly situated executivegcBuse Mr. Dreiling determined that
each such person performed satisfactorily oveaialf threshold matter each named executive offiasreligible to be considered for a 2008
salary increase.

In determining each named executive offic2908 base salary, the Compensation Committéewed the composition of the market
comparator group, as described above, and Ms. liofwemed the Compensation Committee of the resiltie benchmarking analysis,
which had been discussed in detail separately th@fCommittee's chairman. This benchmarking dadsvel that there was significant
movement in the market median for Ms. Guion's parsiand, as a result, the Committee adjusted heapeordingly which resulted in an
approximate 15.5% base salary increase. The Coaerapproved 3% base salary increases for all oiraed executive officers (other than
Mr. Dreiling, who was not considered for an inceeggésen his recent hiring in January 2008) in otdemaintain base salaries within the
median range of the market comparator group.

Subsequent to the fiscal 2008 year endCtirapensation Committee considered the 2009 béesey siacreases for each named executive
officer. Mr. Dreiling advised the Committee thattned subjectively assessed the overall performaheach named executive officer and
determined that each had performed the dutiesesmbnsibilities of his or her respective positioraisatisfactory manner. As in prior year
determination of unsatisfactory performance wowddehprecluded that named executive officer froneikéieg an increase in base salary, and
the threshold determination of satisfactory periange did not by itself result in any variation ongpensation. Rather, satisfactory
performance merely created the possibility of améase in base salary. The magnitude of the smlaryase was determined on the basis of
benchmarking information from Hewitt regarding ditam our market comparator group.

After reviewing a summary of the Hewitt @athe Committee determined that a 2.25% increabase salary for each named executive
officer (other than Mr. Dreiling and Ms. Laniganasvwithin the competitive median range of basergat@reases within the market
comparator group. The benchmarking data showedtket was additional movement in the market meftian
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Ms. Lanigan's position and, as a result, the Cotemidjusted her pay accordingly which resulteghimpproximate 5% base salary increase.
All such increases were effective April 1, 2009.

The Committee also met with Mr. Dreilingvattely to subjectively review his performanceischl 2008 in the context of his job
responsibilities. The Committee determined that Dheiling's fiscal 2008 performance was satisfactor an overall basis, thus also
qualifying him for a 2009 base salary increasewith other named executive officers, such detertionadid not by itself result in any
variation in Mr. Dreiling's compensation, but ratheerely created the possibility of a base salacydase. Based on the same Hewitt market
data reviewed for the other named executive offickre Committee recommended, and the nhon-managenesnbers of the Board of
Directors approved, a 12.1% base salary increaddrfaDreiling, effective April 1, 2009, in ordeo tmaintain his base salary within the
median range of the market comparator group.

Short-Term Incentive Plan. Our short-term incentive plan, called Teamshseeves to motivate named executive officers toeae
certain pre-established, objective financial goats. our named executive officers, the Teamshargram operates pursuant to the terms of
the Dollar General Corporation Annual IncentiverPtne "AlIP"). Under the AIP, "covered employeestiar Section 162(m) of the Code,
any of our executive officers and such other ofemployees as may be selected by the Compensatimm@tee (including our named
executive officers) have the opportunity to earnaif$5,000,000 (up to $2,500,000 in fiscal 2008 20@9) in respect of a given fiscal year of
our company, subject to the achievement of anyopeadnce targets based on any one of the followarppnance measures: net earnings or
net income (before or after taxes), earnings paresmet sales or revenue growth, gross or nettipgrprofit, return measures (including, but
not limited to, return on assets, capital, investapital, equity, sales, or revenue), cash flowl(iding, but not limited to, operating cash flow,
free cash flow, and cash flow return on capitadynéngs before or after taxes, interest, deprexiatind/or amortization, gross or operating
margins, productivity ratios, share price (incluglibut not limited to, growth measures and totarsholder return), expense targets, margins,
operating efficiency, customer satisfaction, wogkaapital targets, economic value added, volumgitadaexpenditures, market share, costs,
regulatory ratings, asset quality, net worth, detsa The AIP is administered by the Compensatiom@ittee, and the Compensation
Committee also has the power to amend or termthatdIP at any time.

As a threshold matter, unless requireddntract, a named executive officer is not eligtioleeceive a bonus under the 2008 Teamshare
program if that officer receives an "unsatisfactaryerall subjective individual performance ratimgpd payment of any bonus is in the
Compensation Committee's discretion if the offieareives a "needs improvement" overall individuaf@rmance rating. Accordingly,
Teamshare fulfills an important part of our pay performance philosophy while aligning the intesest our named executive officers and
shareholders. Teamshare also helps meet our iiagraitd retention objectives by providing compeiosabpportunities that are consistent
with those prevalent in our market comparator group

(@) 2008 Teamshare Structure.Teamshare provides an opportunity for each daewmecutive officer to receive a cash bonus paymen
equal to a certain percentage of base salary hgsmdDollar General's achievement of a pre-estaddiginancial performance measure. As it
did in 2007, the Compensation Committee selectatlea008 Teamshare financial performance measomeaaure based upon earnings
before interest, taxes, depreciation and amortimgtiEBITDA"), with adjustments similar to those deafor the purposes of calculating
performance targets for our long-term incentivegpam, including exclusions for the impact of:

. any fee paid to KKR, Goldman, Sachs & Co. and dfiljates thereof pursuant to the terms of the Moring Fee Letter
Agreement dated July 6, 2007;

. all consulting, accounting, legal, valuation, bangkifiling, disclosure and similar costs, fees ardenses directly related to the
consideration, negotiation, approval and consunonaif our
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2007 merger and related financing and any relatigation or settlement of any related litigatiand

. any unplanned items of a non-recurring or extrawdi nature as determined in good faith by the @@ CFO and approved
by the Committee.

The Committee established the target firdmerformance level for purposes of the 2008 Tgzare program at $815 million, which,
consistent with prior practice, was equal to ouruat financial objective. It also was similar tetiscal 2008 level for vesting of
performance-based options granted on July 6, 20@7etnamed executive officers. The Committee éistaddl the threshold financial
performance level, below which no bonus would bid pader the 2008 Teamshare program, at 95% dhtiget financial performance level.
This differed from prior practice, which establighte threshold level at 90% of the target levehasCommittee believed that a threshold
level of 95% of target was more consistent witheottompanies within the KKR portfolio.

Unlike the Teamshare program in prior yetirsre was no maximum level of EBITDA performaassociated with the 2008 Teamshare
program. The Committee felt that setting a maxinieBiTDA performance level could discourage employeestrive to achieve EBITDA
results beyond the maximum level.

The Committee considered the 2008 Teamgiragram target financial performance level to ballenging and generally consistent
with the level of difficulty of achievement assdeid with our performance-based awards for priorsi@&/e did not achieve the threshold
Teamshare performance level in fiscal years 20066. We achieved Teamshare performance levelebatthreshold and target in fiscal
years 2004 and 2002, between target and maximdisced year 2007, and at maximum in fiscal year2!(

The bonus payable to each named executfieewif Dollar General reached the 2008 targetficial performance level was equal to the
applicable percentage of each officer's salaryetfosth in the chart below. Such payout levelsichtare consistent with prior years' payout
levels, were selected because they are within #aian range of the Hewitt data for the market camjoa group.

Name Target Payout Percentag

Mr. Dreiling(1) 10C%
Mr. Bere(2) 70%
Mr. Tehle 65%
Ms. Guion 65%
Ms. Lanigan 65%
Mr. Buley 65%
Ms. Lowe 65%

@) Mr. Dreiling's threshold and target bonus perceedaaye established in his employment agreementusitand he was
guaranteed a payout at least at the threshold (B0&b of his target level) for fiscal 2008.

2 Per Mr. Bere's April 9, 2008 letter agreement wigh(the "Letter Agreement"), to the extent earreed-ebruary and
March of 2008, any payout would be based on thedtwold Bonus (35%), Target Bonus (140%) and MaxirBamus
(280%) levels of his base salary which were contated in Mr. Bere's employment agreement enterexviiith us in
fiscal 2007 (such payout levels had been settlexh &3 a result of active renegotiations with MrteBehen he assum
the position of Interim Chief Executive Officer angre deemed necessary to secure the criticalcesreif Mr. Bere at
that time). We entered into the Letter Agreemenhatend of the transition period which followed.Mreiling's hiring
in January 2008 and ran through the date of theet_et
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Agreement (the "Transition Period"). The Commitiesieved it was fair to use the bonus payout letreds were in
place under the employment agreement during thesitian Period, but to modify those levels forralbnths after the
Transition Period (as reflected in this table)dfiact the Hewitt data for the market comparataugrrelative to

Mr. Bere's new position of President and Chieft8gg Officer.

Payments for financial performance belovaloove the target level are prorated on a gradsai@eé commensurate with performance
levels in accordance with the following schedule.

% of Target Performance Level % of Bonus Target
95% 50%
96% 60%
97% 70%
98% 80%
99% 90%
100% 10(%
101% 11(%
102% 12C(%
103% 13C%
104% 140%
105% 15(%
106% 16(%
107% 17C%
108% 18(%
109% 19C%
110%(1) 200%(1)

Q) For every 1% EBITDA increase over 110%, each naexetutive officer was eligible to receive an adufigil 7.1491%
of his or her bonus target. Individual awards weapped at $2.5 million for fiscal 2008 per the AtReffect at that
time.

This pro ration schedule, through 110%heftarget EBITDA performance level (the prior maximEBITDA performance level), is
consistent with the pro ration schedule in pricainge The Committee determined that the pro ratitvedule for EBITDA performance above
110% of target should approximate a sharing betvizmtar General and the Teamshare participant®O®&é Bf the EBITDA dollars earned
above that level. When calculated against the tota&intive dollars that would be paid at 110% &f thrget EBITDA performance level, the
incremental incentive payout equated to an additigril491% of each named executive officer's bearget for each additional 1% of
EBITDA earned above 110% of the target level.

(b) 2008 Teamshare Results.Following fiscal 2008, Mr. Dreiling assessedleaamed executive officer in the context of that
officer's job responsibilities and made a subjectietermination as to whether that officer's penmce for fiscal 2008 was satisfactory or
unsatisfactory on an overall basis. A determinatibansatisfactory performance would have preclutietl named executive officer from
receiving a Teamshare payout for 2008 performancke¢s otherwise contractually provided) regardidsghether we achieved our overall,
objective EBITDA performance target for fiscal 20@8threshold determination of satisfactory perfarmoe did not by itself result in any
variation in the named executive officer's incemtbompensation. Rather, satisfactory performanagelynereated the possibility of a payout
under the Teamshare program. Once a named execofficer's eligibility was established, the Teamshpayout was determined based upon
our objective EBITDA performance. Because Mr. Dngjldetermined that each such person performesfaetiorily overall, as a threshold
matter each named executive officer was eligibleeteive a 2008 Teamshare payout to the extenthiesed the relevant EBITDA
performance level.
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The Committee also subjectively reviewed Bireiling's individual performance for 2008 in @amnmer similar to Mr. Dreiling's
evaluations of the other named executive officéssussed above. The Committee determined thatdh@érdormed satisfactorily and as a
threshold matter, he was therefore also eligibleteive a 2008 Teamshare payout to the extenthiewaed the relevant EBITDA
performance level.

In March 2009, the Compensation Commitigeraved the EBITDA performance level at 217.63%apfiet. Accordingly, Teamshare
payouts in the amount reflected in the "Non-Equitgentive Plan Compensation” column of the Sumn@ognpensation Table were made to
each named executive officer (other than Mr. Baeg Ms. Lowe who are no longer employed by Dollan&al) at the following
percentages of base salary: Mr. Dreiling, 217.68®o;Bere, 177.73%; Mr. Tehle, 141.46%; Ms. Guioa1#46%; and Ms. Lanigan, 141.46

(c) 2009 Teamshare Structure.As it did in 2008, the Compensation Committelested as the 2009 Teamshare financial
performance measure a measure based upon earefiogs Interest, taxes, depreciation and amortingtie BITDA"), with adjustments
similar to those described above pertaining ta2h@8 Teamshare structure. The Committee establibteeidrget financial performance level
for purposes of the 2009 Teamshare program ateh égpual to our annual financial objective, whichsxconsistent with past practice. The
Committee considers the 2009 Teamshare prograrattingncial performance level to be challengind generally consistent with the level
of difficulty of achievement associated with the performance-based awards for prior years (se@8'J@amshare Structure" above for a
discussion of the level of achievement in receary®f the financial performance targets).

As in 2008 and for the same reasons idedtiinder "2008 Teamshare Structure" above, thenditiee established the threshold
financial performance level, below which no bonusyrbe paid under the 2009 Teamshare program, atd®%e target financial
performance level, and the Committee did not eistialal maximum level of EBITDA performance under 2009 Teamshare program.

The bonus payable to each named executiieenif Dollar General reaches the 2009 targeaficial performance level is equal to the
applicable percentage of each officer's salaryetfosth in the chart below. Such payout levelsiclwtare consistent with prior years' payout
levels, were selected because they are within #dian range of the Hewitt data for the market camajea group.

Name Target Payout Percentag

Mr. Dreiling(1) 10C%
Mr. Bere 70%
Mr. Tehle 65%
Ms. Guion 65%
Ms. Lanigan 65%

@ Mr. Dreiling's threshold and target bonus percessaaye established in his employment agreementusith

Payments for financial performance belovaloove the target level are prorated on the saasugted scale commensurate with
performance levels as described under "2008 Team$teucture" above, except that for every 1% EBATiBcrease over 110% of target,
each named executive officer is eligible to receimeadditional 9.14% of his or her bonus target.

Long-Term Incentive Program. Long-term equity incentives motivate named exige officers to focus on long-term success for
shareholders. These incentives provide a balarteesba short-term and lortgrm goals and are also important to our compemsatiogram'
recruiting and retention objectives because mo#t@tompanies in our market comparator group dffem. Our long-term
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incentives are designed to compensate named exeaiticers for a long-term commitment to us, whiletivating sustained increases in our
financial performance. We believe that our longrt@quity incentive program provides significant imation and retention value to us for
many reasons, most notably:

. Due to limitations on transferability until the Ber to occur of the fifth anniversary of certaipegified dates or certain liquid
events, an investment in our common stock geneisllifquid while the executive remains employedus. If an executive's
employment with us terminates, we may generallyelrhim or her to sell that stock back to us fpriae determined in
accordance with the Management Stockholder's Ageeetretween us and that executive.

. Half of all option awards are time-based and vest @ five-year period, provided the executive targs to be employed by
us. The other half are intended to be performarsedh and generally require that Dollar Generaleaehspecified financial
targets before those options will vest, provideat the executive continues to be employed by us tineeapplicable
performance periods. These terms are further discliselow.

Equity awards are made under our Board-dbgnd shareholder-approved 2007 Stock Incentare fér Key Employees of Dollar
General Corporation and its affiliates (the "200&anP).

The 2007 Plan generally provides the Conemithe authority to grant equity-based awardsudticg stock options, stock appreciation
rights, restricted stock, restricted stock unite] ather equity-based awards (including dividendiveajent rights). Awards under the 2007
Plan may be made to any of our employees, non-greelmembers of our Board of Directors, any constilta other person having a service
relationship with our company, as may be determimethe Committee. The 2007 Plan is administeretheyCommittee, and the Committee
has the power to amend any awards outstanding tinel@007 Plan in any manner that is not adversieetdiolder of such award (other than
in a de minimis manner). In the event of any stelit, spin-off, share combination, reclassificatioecapitalization, liquidation, dissolution,
reorganization, merger, change in control of ounpany (as defined in the 2007 Plan), payment a¥idehd (other than a cash dividend p
as part of a regular dividend program) or otherilaintransaction or occurrence which affects theitggsecurities of the Company or the ve
thereof, the Committee is required to adjust ountsitag awards under the plan (including the numiberkind of securities subject to the
award and, if applicable the exercise price), ichezase as it deems reasonably necessary to adoiness equitable basis, the effect of the
applicable corporate event on the 2007 Plan andatstanding awards. In the event of a change trabof our company (as defined under
the 2007 Plan), the Committee may accelerate thtngeof any outstanding awards, cancel for faluggas determined in its sole discretion)
outstanding awards, substitute new awards thatswilstantially preserve the otherwise applicabiimseand value of the awards being
substituted, or provide for a period at of leasbli8iness days prior to the change in controldhgtstock option or stock appreciation right
will be fully exercisable, and then shall terminafmon the change of control. The Board has the ptavemend or terminate the 2007 Plan,
except that shareholder approval is required teeamse the aggregate number of shares availabéviEmds under the Plan, to decrease the
exercise price of outstanding stock options orlsegapreciation rights, to change the requiremesitging to the Committee, or to extend the
term of the 2007 Plan. The 2007 Plan currently repiuly 6, 2017, although awards made on or befqueation of the 2007 Plan may
extend beyond the expiration date. As of July DR there were 15,714,285 shares authorizedsoaixe under the 2007 Plan,
approximately 1,504,642 of which remained availdbtdfuture grants (912,517 of which were availaiolde granted subject to options).
Since July 31, 2009, our Board of Directors andedhalders approved an amended and restated 200,/t®lae effective upon the closing of
this offering which, among other things, increa@number of shares authorized for issuance 421858 (no more than 4,500,000 of
which may be granted in the form of stock optiond atock appreciation rights, and no more thanQ,(8®D of which may be
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granted in the form of other stock-based awardsath case to any one participant in any giveralffigear) in order to provide us with a pool
of shares of our common stock that is reasonalfficent for our Committee to be able to make gsamit equity-based awards in a manner
that is competitive.

In connection with the special dividenddotm our shareholders on September 11, 2009, then@itee adjusted the exercise price of
options granted under our 2007 Plan as requiratidyerms of such options to reflect the effectthefspecial dividend on such options.

Under the current equity award programespnal financial investment in Dollar General {grerequisite to eligibility to receive an
option grant under the 2007 Plan. In 2007, thasqueal investment could be made in the form of cadlgver of stock and/or rollover of in-
the-money options issued prior to our 2007 mergach named executive officer (other than Mr. Dngjlwho joined us in 2008 and is
discussed separately below) met the personal imezgtrequirement and, accordingly, received opgi@mts in 2007 under the 2007 Plan.
Because the named executive officers received mptin2007, they were not granted any further mstio 2008 and are not expected to
receive additional options in 2009 absent a jolrtion or other special circumstance.

The options granted to the named executffieers in 2007 under the 2007 Plan are dividethst half are time-vested and half are
performance-vested based on a comparison of anE8{ased performance metric, as described beloainagpre-set goals for that
performance metric. The combination of time andgrerance based vesting of these awards is destgnemmpensate executives for long-
term commitment to us, while motivating sustainectéases in our financial performance. These opti@ve an exercise price of $8.75 per
share, which was the fair market value of one shfioeir common stock on the grant date of the oystias determined by our Board of
Directors.

The time-vested options vest and becomecesable ratably on each of the five anniversatgslaf July 6, 2007 solely based upon
continued employment with us over that time peribide performance-vested options are eligible td &rd become exercisable ratably at the
end of each of the five fiscal years ending atterdrant date of the option, based upon continogal@yment with us over that time period
and if the Board determines in good faith that wiei@ve specified annual performance targets fon efithese fiscal years based on EBITDA
and adjusted as described below. For fiscal ye@¥ 20d fiscal year 2008 that target was $700 miliiad $828 million, respectively, which
targets were based on the long-term financial ptahe time of our 2007 merger and anticipated ggchadjustments, primarily to account
for unique expenses related to our 2007 mergerpHrformance target for a given fiscal year ismet, the performance-based options may
still vest and become exercisable on a "catch agfshif, at the end of a subsequent fiscal yeautd fiscal year 2012, a specified cumula
EBITDA-based performance target is achieved. Bez#us performance targets are based on our longfteancial plan, at the time of grant
we believed these levels, while attainable, woalglire strong performance and execution.

For purposes of calculating the achieveroéperformance targets for our long-term incenpivegram, "EBITDA" means earnings
before interest, taxes, depreciation and amortimgtlus transaction, management and/or similarpaasto KKR and/or its affiliates. In
addition, the Board is required to fairly and agpiately adjust the calculation of EBITDA to refteto the extent not contemplated in our
financial plan, the following: acquisitions, divitgstes, any change required by generally acceptedumting principles ("GAAP") relating to
share-based compensation or for other changes lRG#omulgated by accounting standard settersithagch case, the Board in good faith
determines require adjustment to the EBITDA perfamoe metric we use for our long-term incentive paiog Adjustments to EBITDA for
purposes of calculating performance targets fol@uy-term incentive program may not in all circdarses be identical to adjustments to
EBITDA for other purposes, including our Teamshargets and the covenants contained in our prih@ipencial agreements. Accordingly,
comparability of such measures is limited.
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The specified adjusted EBITDA performarameéts were achieved for both fiscal year 2007fesedl year 2008.

We expect to make grants of stock optiartsobthe 2007 Plan to certain of our newly hired aecently promoted employees who agree
to make a personal investment in our common stékanticipate that these option grants will be @ffe as of the date the offering price is
established, with the exercise price of such opttorbe equal to the fair market value of our commstock on such date (which will be the
offering price of our common stock).

Benefits and Perquisites.We provide benefits and limited perquisitesémed executive officers for retention and reangifpurposes,
to promote tax efficiency for such persons, ancefidace benefit opportunities lost due to regulationits. We also provide named executive
officers with benefits and perquisites as additidoans of compensation that are believed to besist@nt and competitive with benefits and
perquisites provided to similar positions in ourrked comparator group and our industry. Most ofgibequisites were established prior to our
2007 merger by our former compensation committdeghvbelieved these benefits and perquisites loefittact and retain executive talent.
Along with certain benefits offered to named exaeubfficers on the same terms that are offeredlltof our salaried employees (such as
health and welfare benefits and matching contrimgiunder our 401(k) plan), we provide such persdgtiscertain additional benefits and
perquisites.

The named executive officers have the dppdy to participate in the Compensation DefeRkn (the "CDP") and the defined
contribution Supplemental Executive Retirement Rtae "SERP", and together with the CDP, the "CEHB Plan"). Our Compensation
Committee determined in 2008 to no longer offer BERrticipation to persons to whom employment sftee made after May 28, 2008,
including newly hired executive officers.

We provide each named executive officefeasurance benefit equal to 2.5 times his orbeese salary up to a maximum of $3 million.
We pay the premiums and gross up such person'mméo pay the tax cost of this benefit. We also/jol® each named executive officer a
disability insurance benefit that provides incoraplacement of 60% of base salary up to a maximumtthobenefit of $20,000. We pay the
cost of this benefit and gross up such officert®ine to pay the tax cost of the premiums of thigefieto the extent necessary to provide
benefits comparable to the group plan applicabkltsalaried employees.

Each named executive officer may choosdeeei leased automobile (for which we pay for gasorepairs, service and insurance) or a
fixed monthly automobile allowance. We provide agg-up payment to pay the tax cost of the imputedme for both programs. Since the
Compensation Committee believes that executivenaoibdle programs are no longer typical in the cortipetretail market, the Committee
determined in 2008 to no longer offer an automadleiése or allowance program to persons to whom@&mnt offers are made after
May 28, 2008, including newly hired executive offis, and terminated the program for existing naemexgtutive officers as of July 6, 2009
(as of April 1, 2009 for Mr. Dreiling).

We also provide a relocation assistancgnam to named executive officers under a policyliagble to officer-level employees, which
policy is similar to that offered to certain otle@mployees. In 2008, we incurred relocation expefaedr. Dreiling in accordance with this
policy and his employment agreement (as discusskavin "Compensation of Mr. Dreiling") and for MBere in accordance with the policy.
The significant differences between the relocaéissistance available to officers from the relocatissistance available to non-officers are as
follows:

. We provide a pre-move allowance of 5% of the officannual base salary (we cap this allowance ,@0$5or other
employees);
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. We provide home sale assistance by offering tolfase the officer's prior home at an independermtgrthined appraised
value in the event the prior home is not sold t@atside buyer (we do not offer this service toeotBmployees);

. We reimburse officers for all reasonable and cuatgrhome purchase closing costs (we limit our reirmement to other
employees to 2% of the purchase price to a maximiu$2,500) except for loan origination fees which Bmited to 1%; and

. We provide 60 days of temporary living expensesl|{mé temporary living expenses to 30 days foraher employees).
Compensation of Mr. Dreiling

Mr. Dreiling entered into an employmentegmnent with a term of five years, and automaticymser renewals thereafter, to become
CEO and a member of our Board effective Januar2@Q8. Key compensatory provisions of the agreenmehide:

. Minimum annual base salary of $1,000,000.

. Annual bonus payout range of 50% (threshold), 1Q@&get) and up to no less than 200% (maximum)stlsalary based
upon EBITDA performance. For 2008, Mr. Dreiling wgsaranteed to earn at least a threshold leveldonu

. A signing bonus of $2,000,000.

. Equity grants consisting of 508,572 shares of iestt stock and options to purchase 1,428,570 shwdrBollar General at
$8.75 per share (the fair market value of one sbecemmon stock on the grant date). The restristedk is scheduled to vest
upon the earlier to occur of the last day of fi@l1, a change in control, an initial public offfgy, termination without cause
or due to death or disability, or resignation wgthod reason. Half of the options are time-vestatitha other half are
performance-vested. These options vest upon the saims as the other options that have been grantber the 2007 Plan.

. Payment of the premiums on his personal long-tdsabdity insurance policies.

. Use of our plane for Mr. Dreiling and his spouseup to nine trips per year between our headquaaed his second home in
California.

. Reimbursement and gross-up for taxes of all closogis and expenses, including broker's fees,dagimation and/or loan

discount fees (not to exceed 2 points in totaly, attorney fees incurred to purchase a residentteiflashville, Tennessee
area and for up to 2 months' lease cancellationiapartment in the New York metropolitan areanf®ersement and/or
payment of and gross-up for taxes of temporaryngj\@xpenses for 120 days as well as 2 house humifisgnot to exceed 7
nights/8 days. Relocation also includes the payrmogepacking, loading, transporting, storing andaging his household
goods including the movement of 1 car and a mianelbus cash allowance equal to $25,000 less abigitaxes.

. Reimbursement of legal fees up to $35,000, grosgpefdr taxes, incurred in negotiating and prepatirgemployment
agreement and documents associated with Mr. Dgéliequity grants.

. Payment of monthly membership fees and costs tetathis membership in professional clubs selebtelim, grossed-up for
any taxes.

Mr. Dreiling was chosen for the CEO pogitafter a lengthy and careful search. The Boandlyibelieves he is the right leader for the
Company as we move forward. The terms of his enmplyt agreement summarized above were settledredgtiation with Mr. Dreiling,
and the Board believes
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that they are fair and appropriate given CEO commation and benefits at comparable companies amohdifr. Dreiling's experience and
leadership ability. These arrangements were alsessary to entice Mr. Dreiling to resign from hisypous employer and to give him the
opportunity to offset the potential financial g&i@ would be foregoing by leaving that employer.

Severance Arrangements

As noted above, we have an employment aggaewith each of our named executive officers, taatong other things, provides for st
officer's rights upon a termination of employmaffe believe that reasonable severance benefitparepriate to protect the named
executive officer against circumstances over whielor she does not have control and as consideratidthe promises of non-disclosure,
non-competition, non-solicitation and non-interfeze that we require in our employment agreements.

All of our severance provisions in the éveina change-in-control operate under a doubdgéi, requiring both a change-géontrol and .
termination event, except for the provisions ralatelong-term equity incentives under our 200/hPkss required by applicable securities
laws, we have included a summary of these arrangenas they existed as of the end of our fiscat 2688 (that is, as of January 30, 2009)
under the "Potential Payments upon Terminationlar@e-in-Control as of January 30, 2009" discusk&aw. However, effective April 1,
2009, we entered into new employment agreementsesith of our named executive officers, other tlassrs. Dreiling and Bere. These
new employment agreements contain substantiallyfdlie same terms as the employment agreemenitaéna in effect on January 30, 20
with the following exceptions:

. The definition of "good reason" has been revisgddExclude our failure to continue any signifitanmpensation plan or
benefit without replacing it with a similar plan acompensation equivalent if such action is inneation with across-the-
board changes or terminations similarly affectif percent of officers at the same grade level;(@htb clarify that the
assignment to the executive by us of duties inabeist with, or the significant reduction of théetitpowers and functions
associated with, the officer's position, title dfiice as described in the employment agreemengssrguch action is the resul
a restructuring or realignment of duties and resfimlities by us, for business reasons, that ledve®fficer at the same rate of
base salary and annual target bonus opportunigypitior employment agreements only referred to 'foemsation™), and office
level and with a similar level of responsibility;, enless such action is the result of the offickileire to meet pre-established
and objective performance criteria;

. The definition of "cause" as set forth in each esyiplent agreement has been modified to includer(ithaaterial act of
misconduct relating to the officer's performancéisfor her duties under the agreement; (2) angmnatiolation of our Code
of Business Conduct and Ethics (or the equivalededn place at that time); or (3) the officer'dlfwi or repeated refusal or
failure substantially to perform the officer's nr&éobligations and duties thereunder or thosearably directed by the
officer's supervisor, the CEO and/or the Board épxin connection with a disability);

. If we fail to offer to renew, extend or replace tiemed executive officer's employment agreemerntrbeét or within 6 montt
(the prior employment agreements required only &Gy after the end of the agreement's term (umessnter into a mutually
acceptable severance arrangement or the resigngtioresult of the named executive officer's vtdunretirement or
termination), and the officer resigns within 60 slafter any such failure, the officer will be eletit to the same severance
payments and benefits to which he or she wouldnltidel upon a termination of employment withoutisa by us or for good
reason by the officer;
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. Upon a termination of employment without cause $yufor good reason by the officer (or upon argjgration by the officer
for the reasons described in the immediately prieggplaragraph), instead of a lump sum payment équatimes the named
executive officer's target incentive bonus theeffect, the officer will instead be entitled to ede a lump sum payment equal
to 2 times the amount of the average percentatgr@ét bonus paid or to be paid to employees atsdhee job grade level as
the named executive officer (if any) under the ahtmonus programs for officers for Dollar Generddls fiscal years
immediately preceding the fiscal year in which tienination date occurs;

. Upon a termination of employment without cause $yufor good reason by the officer (or upon argjgration by the officer
for the reasons described in the third paragrapie)bthe lump sum payment equal to 2 times theantontribution that we
would have made in respect of the plan year in wvthie officer's termination of employment occunstfee officer's
participation in our medial, dental and vision bi@sgrogram also now includes for the officer'stigépation in our pharmacy
benefits program;

. Most importantly, if the named executive officeingoluntarily terminated without cause or resigmsgood reason at any tir
on or after a change-in-control of Dollar Genesal Jong as the employment agreement remains ioteffe or she will receive
the same severance payments and benefits as @gbarider "Voluntary Termination with Good Reasorfier Failure to
Renew the Employment Agreement”, absent a changeritrol occurring (that is, the new employmenteggnents do not
contain the special severance payment due uponastgimination of employment that occurs within tive-year period
following any change-in-control); consequently,rthis also now no definition of "change-in-controf'our company that
applies in the employment agreements, other thalessibed in the immediately following paragraph;

. If any payments or benefits provided to the offiteconnection with a change-in-control (as defime&ection 280G of the
Code) would be subject to the "golden parachuteisextax under federal income tax rules, we will pa additional amount
the named executive officer to cover the exciseatakany other excise and income taxes resultorg this payment.
However, if after receiving this payment the naregdcutive officer's after-tax benefit would notdideast $50,000 (in the
prior employment agreements, this limit was $25)@06re than it would be without this payment, thigis payment will not k
made and the severance and other benefits due twmthed executive officer will be reduced so thatgolden parachute
excise tax is not incurred.

Payments to Mr. Buley and Ms. Lowe in Connection wh Employment Separation

Mr. Buley's and Ms. Lowe's employment withended in April 2008 and September 2008, resp¢tiPayments and other benefits to
Mr. Buley and Ms. Lowe in connection with these émgment terminations are itemized under "PoteR@yments Upon Termination or
Change-in-Control as of January 30, 2009" belowgstkrally were in accordance with the terms of ga@ployment agreements. In
recognition of her service to Dollar General, wansferred to Ms. Lowe title to her Company-leasgdraobile in connection with her
separation from our employment. In addition, weeaged health insurance coverage benefits to Mselaovd her eligible dependents from
the date of her employment termination through Demer 31, 2008. Ms. Lowe bore the entire cost of toiverage extension.

Considerations Associated with Regulatory Requirem#s

Section 162(m) of the Internal Revenue Cgeleerally disallows a tax deduction to any puplieéld corporation for individual
compensation over $1 million paid in any taxablery® each of the
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persons who were, at the end of the fiscal yearQbimpany's CEO or one of the other named execofiieers (other than our Chief
Financial Officer). Section 162(m) specifically exgts certain performance-based compensation frerdeduction limit.

Prior to our 2007 merger, our policy higtally was, generally, to design our compensati@amp and programs to ensure full
deductibility. The Compensation Committee attemptedalance this policy with compensation progralesigned to motivate management
to maximize shareholder value. After the offerisgompleted, if our Compensation Committee detezmthat the shareholders' interests are
best served by the implementation of compensatidicips that are affected by Section 162(m), odicpes will not restrict the Compensati
Committee from exercising discretion to approve pensation packages even though that flexibility meylt in certain non-deductible
compensation expenses.

Our 2007 Plan will be amended and restaefdre the completion of the offering and will ipeoved by our current shareholders. We
believe this Plan will satisfy the requirementsSefction 162(m), so that compensation expense eghilizconnection with stock options and
stock appreciation rights, and in connection wignfprmance-based restricted stock and restrictark stnit awards, will be deductible.
However, restricted stock or restricted stock ugitmted to executive officers that solely vestrdiree are not "performance-based"
compensation under Section 162(m), so that comftiensaxpense realized in connection with those tirested awards to executive officers
covered by Section 162(m) will not be deductiblethiy Company.

In addition, any salary, signing bonusestber annual compensation paid or imputed to xeewive officers covered by Section 162
that causes non-performance-based compensatiowceed the $1 million limit will not be deductiblg the Company.

The Compensation Committee administerscomrpensation programs with the good faith intentibnomplying with Section 409A of
the Internal Revenue Code, which relates to thatiax of nonqualified deferred compensation arramg@s.
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Summary Compensation Table

The following table summarizes compensatiaitl to or earned by our named executive officeesach of fiscal 2008, fiscal 2007 and
fiscal 2006. We have omitted from this table thigm for Change in Pension Value and Nonqualifiedebred Compensation Earnings a
amounts are required to be reported in such coli@many named executive officer.

Non-Equity
Incentive Plan
All Other
Stock Option Compensatior Compensatior
Salary Bonus Awards Awards Total

Name and Principal Position(1) Year ($)(2) [©]E)] ($)4) ($)(5) ($)(6) (%) %
Richard W. Dreiling 200¢ 1,000,033 — 1,103,301 1,395,571 2,176,30! 343,39(7) 6,018,61
Chairman & Chief Executive Offic 2007 34,61t 2,000,001 36,77 42,17« 41,76( 62,141 2,217,46
David L. Bere. 200¢ 739,05: — —  1,212,22i 1,319,88! 211,2748) 3,482,44
President & Chief Strategy Offic: 2007 717,52¢ — 974,23  1,381,71 1,009,401 187,40: 4,270,27.
David M. Tehle. 200¢ 612,35¢ — — 592,64 870,43: 153,43(9) 2,228,86.
Executive Vice Preside 2007 594,52: — 632,16: 1,149,92: 493,21 130,45¢ 3,000,271
& Chief Financial Officer 200€ 580,02: 188,50( 235,24 194,12 — 120,49¢ 1,318,39!
Kathleen R. Guion 200¢ 581,68 — — 471,42. 841,68: 141,33(10) 2,036,12
Executive Vice Presider 2007 512,52( — 521,45: 917,21. 425,18 115,21° 2,491,58:
Division President, Store Operations & Store Depeb@nt 200€ 500,01¢ 162,50( 206,45! 154,98: — 151,69° 1,175,65:.
Susan S. Lanigan, 200¢ 432,87- — — 363,66¢ 615,30! 93,31%11) 1,505,16:
Executive Vice President & General Cour

Beryl J. Buley, 200¢ 124,13: — — (35,357 — 2,051,92(12) 2,140,69!
Former Division Presiden 2007 589,39¢ — 690,11t  1,065,04! 488,96: 111,20¢ 2,944,721
Merchandising, Marketing & Supply Che 200¢ 575,02. 186,87! 183,22: 180,66 — 273,92: 1,399,71;
Challis M. Lowe, 200¢ 269,75 — — 155,25¢ — 1,540,36(13) 1,965,37!
Former Executive Vic 2007 420,26t — 512,77 768,25 348,65 118,23¢ 2,168,17!
President, Human Resourc 200¢ 404,18: 133,25( 130,81 117,93 — 174,12¢ 960,30°

1) Mr. Dreiling was hired on January 21, 2008. Mr. 8@ined the Company in December 2006. Ms. Lanjgared the Company in July 2002, but was not a rtheescutive

officer in fiscal 2007 or fiscal 2006. Mr. Buley&iMs. Lowe separated from the Company on April2@)8 and September 15, 2008, respectively.

) All named executive officers deferred a portiorthadir fiscal 2008 salaries under the CDP. The artwahsuch deferrals are included in the Nonquedifbeferred Compensation
Table. All named executive officers also contrilaligeportion of their fiscal 2008 salary to our 4Q1Rlan. All named executive officers (other than Mreiling) for which fiscal
2007 salaries are reported in this column defearpdrtion of their fiscal 2007 salaries under ti2PCand contributed a portion of their salariesuo401(k) Plan. All named
executive officers for which fiscal 2006 salaries eeported in this column deferred a portion @ifitliscal 2006 salaries under the CDP and conteiha portion of their salaries
to our 401(k) Plan.

3) The 2007 amount for Mr. Dreiling represents theaigig bonus paid pursuant to his employment agreériiéie 2006 amounts represent a tinee discretionary bonus awardec
these named executive officers for fiscal 2006.

4) Represents the dollar amount recognized for firrstatement reporting purposes with respect tdisical year in accordance with Statement of Fieln&ccounting Standards
123(R) ("SFAS 123(R)"), but disregarding the estinaf forfeitures related to servitmsed vesting conditions, for outstanding awardestficted stock and restricted stock u
("RSUs"). Prior to our 2007 merger, the expense neasrded on a straiglitte basis over the restriction period based omtlaeket price of the underlying stock on the gidate.
There were no forfeitures of restricted stock ot/R®ield by the named executive officers duringdig908, fiscal 2007 or fiscal 2006. For more infiation regarding the
assumptions used in the valuation of these awae#sNote 10 of the annual consolidated financééstents included in this document. As a resuttuwf2007 merger, all
restricted stock and RSU awards outstanding imntelgiaefore our 2007
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®)

(6)

@)

®)

©)

merger vested and, therefore, all remaining comgt@rs expense associated with those awards wagnmizeal in fiscal 2007 in accordance with SFAS 133(R

Represents the dollar amount recognized for firretatement reporting purposes with respect tdiseal year in accordance with SFAS 123(R), bstefjarding the estimate of
forfeitures related to service-based vesting camust for stock options. Option awards were valurder the fair value method of SFAS 123(R) usirggBlack-Scholes option
pricing model with the following assumptions:

March 16, 200¢  March 23, 200 July 7, 2007 January 21, 200i

Expected dividend yiel .82% .91% 0% 0%
Expected stock price volatilit 28.7% 18.5% 42.%% 41.1%
Risk-free interest rat 4.7% 4.5% 4.%% 3.7%
Expected life of options (year 5.7 5.7 7.5 7.2
Exercise price $ 175¢  $ 2128 $ 87t $ 8.7t
Stock price on date of gra $ 175¢ % 21.28  $ 8.7t  $ 8.7t

For more information regarding the assumptions usele valuation of these awards, see Note 1@@fnnual consolidated financial statements incudehis prospectus. As a
result of our 2007 merger, all options outstandmmediately before our 2007 merger vested andetbeg, all compensation expense associated witethwards was
recognized in fiscal 2007 in accordance with SFRS(R). In connection with their employment sepanagi Mr. Buley and Ms. Lowe had 450,000 and 308¢dtions,
respectively, that were forfeited in fiscal 200& aas a result of those forfeitures, certain presip recorded expenses related to these options rgegersed. Mr. Tehle and

Ms. Guion had 63,000 and 50,300 options, respdytitieat were forfeited in fiscal 2007 as a resilour 2007 merger. There were no forfeitures dfoms held by named
executive officers in fiscal 2006.

Represents amounts earned pursuant to our Teantsbrawe program for fiscal 2008 and fiscal 2007. tBeediscussion of the "Short-Term Incentive Plan"Compensation
Discussion and Analysis" above. The 2007 amourdrted for Mr. Dreiling represents a prorated payhfenthe number of days worked in fiscal 2007. Bere and Ms. Guion
each deferred 5% of his or her fiscal 2008 bonysneats under the CDP. Messrs. Bere and Buley and3d®n deferred 5%, 20% and 5%, respectivelyhefrtfiscal 2007
bonus payments under the CDP. No amounts werecamder our Teamshare bonus program for fiscal 2@@@ause we did not meet the financial performéens required for
a payout.

Includes $45,840 for tax reimbursements relategltmcation, $26,200 for tax reimbursements relébeour payment of certain legal expenses, $8,58#aforeimbursements
related to life and disability insurance premiu$,183 for premiums paid under Mr. Dreiling's eigtportable long-term disability policies, $4,1%®F our match contributions
to the CDP, $3,824 for premiums paid under ourdifel disability insurance programs, and $249,59wtepresents the aggregate incremental costoviging certain
perquisites, including $114,647 for costs assodiatith personal airplane usage, $76,641 for castsciated with relocation, $33,706 for reimbursenoéegal expenses
incurred in connection with negotiating his empl@magreement with us, $21,000 for an annual autdmallowance, and other amounts which individyalid not equal the
greater of $25,000 or 10% of total perquisitesluding a decorative plaque, expenses related énddéince at entertainment events, and a racing edaeradset. The aggregate
incremental cost related to the personal airplas@ge was calculated using costs we would not heeried but for the usage (including costs incuaeé result of "deadhead"
legs of personal flights), including fuel costs,intenance costs, engine restoration/reserve feew, @éxpenses, landing, parking and other assocfeésd and supplies and
catering costs. The aggregate incremental coderbta relocation included moving expenses, houstiy, meal and transportation expenses, tempdirang expenses, and
closing costs incurred in connection with his nevmie (such as loan origination fees, points andratlosing fees).

Includes $130,999 for our contributions to the SE&5,363 for our match contributions to the CDPL,$86 for our match contributions to the 401(larR1$13,407 for the
reimbursement of taxes related to life and disgbitisurance premiums, the personal use of a coyrfased automobile, and the receipt of a holidéty $4,081 for premiums
paid under our life and disability insurance pragsaand $25,839 which represents the aggregatenantal cost of providing certain perquisites, udahg $18,698 for personal
use of a company-leased automobile and other ammevhith individually did not equal the greater @300 or 10% of total perquisites, including cassociated with
relocation, expenses related to attendance atteimi@rent events, costs incurred in connection withedical physical examination, and a holiday gift.

Includes $82,806 for our contributions to the SERF),043 for our match contributions to the CDPJ,$X1 for our match contributions to the 401(k)rP¥3,829 for the
reimbursement of taxes related to life and dishifisurance premiums and the receipt of a holigitty $3,325 for premiums paid under our life arisiatbility insurance
programs, and $32,858 which represents the aggrégyaemental cost of providing certain perquisitesluding $21,000 for an automobile allowance atiter amounts which
individually did not equal the greater of $25,060L6% of total perquisites, including expensesteeldo Mr. Tehle's and his guests' attendancetattemment events, and a
holiday gift.
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(10)

(11

(12

(13)

Includes $75,015 for our contributions to the SERF7,251 for our match contributions to the CDPL,$82 for our match contributions to the 401(k)rR¥6,052 for the
reimbursement of taxes related to life and dishifisurance premiums and the receipt of a holigitty $3,860 for premiums paid under our life arisiatbility insurance
programs, and $27,363 which represents the aggrégyaemental cost of providing certain perquisitesluding $21,000 for an automobile allowance atiter amounts which
individually did not equal the greater of $25,000L6% of total perquisites, including a directedhdtion to charity, expenses related to attendaneatartainment events, and a
holiday gift.

Includes $35,121 for our contributions to the SE®PL,550 for our match contributions to the 40Rlgn, $10,091 for our match contributions to theRCH9,150 for the
reimbursement of taxes related to life and disghifisurance premiums, the personal use of a coyrfemsed automobile, and the receipt of a holidéty $2,494 for premiums
paid under our life and disability insurance pragsaand $24,909 which represents the aggregatenantal cost of providing certain perquisites, udahg $12,128 for personal
use of a company-leased automobile, $7,162 fooaated automobile allowance, and other amountshwinidividually did not equal the greater of $2%)@0 10% of total
perquisites, including expenses related to Ms. gam’s and her guests' attendance at entertainmemtse costs incurred in connection with a medptaisical exam, and a
holiday gift.

Includes $2,044,598 in severance payments and ikeire€onnection with Mr. Buley's employment temaiion (see "Potential Payments upon TerminatioBlange-in-Control
as of January 30, 2009" below), $5,834 for our ima@ntributions to the 401(k) Plan, $755 for thienteursement of taxes related to life and disabiligurance premiums, and
$734 for premiums paid under our life and disapilitsurance programs. Excludes the aggregate irer&hcost of providing certain perquisites to Buley which totaled less
than $10,000.

Includes $1,487,873 paid in connection with Ms. letsiemployment termination (including $1,455,223érnerance payments and benefits and $32,650 whittituted the fair
market value of a company vehicle transferred to Msve in connection with her termination. See '@hial Payments upon Termination or Change-in-Gimis of January 30,
2009" below.), $12,422 for the reimbursement oktaselated to life and disability insurance prensuand the personal use of a compéased automobile, $9,412 for our me
contributions to the 401(k) Plan, $3,747 for ourtchacontributions to the CDP, $2,929 for premiuragpunder our life and disability insurance progsaand $23,980 which
represents the aggregate incremental cost of prgvitertain perquisites, including $18,260 for pexd use of a company-leased automobile and otheuats which
individually did not equal the greater of $25,000L6% of total perquisites, including a directedgtable donation and costs incurred in conneatitth a medical physical exai

Grants of Plan-Based Awards in Fiscal 2008

The table below sets forth each named éiecafficer's annual Teamshare bonus opporturstgtdished for fiscal 2008. Actual bonus

amounts earned by each named executive officdisial 2008 as a result of our EBITDA performance set forth in the Summary
Compensation Table above and represent proratadguayn a graduated scale for performance aboviatget EBITDA performance level,
but below the maximum payout cap of $2.5 millicor, éach of the named executive officers. Mr. Bidag Ms. Lowe did not receive a
Teamshare payout for fiscal 2008 due to their egmént separations from the Company prior to thedadritle fiscal year. See "Short-Term
Incentive Plan" in "Compensation Discussion andlygia’ above for further discussion of the fiscBD8 Teamshare program.

We did not make any equity awards to oun@c executive officers in fiscal 2008. Accordinghlye have omitted from this table all

columns pertaining to equity grants.

Estimated Possible Payouts Under
Non-Equity Incentive Plan Awards

Threshold Target Maximum

Name $) ($) %)

Mr. Dreiling 500,00 1,000,000 2,500,00!
Mr. Bere 303,24: 606,48. 2,500,00!
Mr. Tehle 199,98( 399,95¢  2,500,00!
Ms. Guion 193,37! 386,75(  2,500,00!
Ms. Lanigan 141,36! 282,73( 2,500,001
Mr. Buley 198,25¢ 396,51. 2,500,00!
Ms. Lowe 141,36! 282,73(  2,500,00!
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Outstanding Equity Awards at 2008 Fiscal Year-End

The table below sets forth information melijag outstanding equity awards held by our namestetive officers as of the end of fiscal
2008, including (1) equity awards granted under2007 Stock Incentive Plan; and (2) Rollover Omicas defined and discussed following
the table, granted under our 1998 Stock Incentiga.RVe have omitted from this table the columnsgieing to stock awards under equity

incentive plans because they are inapplicable.

Option Awards Stock Awards
Equity
Incentive
Plan Awards: Number of

Number of Market

Securities Number of Number of Sharesor  Value of

Underlying Securities Securities Units of Shares or

Unexerciset Underlying Underlying  Option Stock That  Units of

Unexercised  Unexercised Exercise Stock That

Options Options Unearned Option Have Not  Have Not

#) #) Options Price Expiration Vested Vested

Name Exercisable Unexercisable(1l #)(2) ($) Date #(3) ($)(4)
Mr. Dreiling 142,85(5) 571,42¢ — 8.7t 07/06/201 — —
285,7146) — 428,57. 8.7t 07/06/201 — —
— — — — — 508,57: 4,895,00!
Mr. Bere 3,3147) — — 2.1¢ 08/12/201; — —
10,054(8) — —  2.1¢ 03/13/201: — —
14,46%9) — — 2.1¢ 03/23/201 — —
128,57(5) 514,28! — 8.7F 07/06/201 — —
257,1446) — 385,710 8.7t 07/06/201 — —
Mr. Tehle 31,10(10) — —  2.1¢ 08/09/201. — —
25,40§(11) — —  2.1¢ 08/24/201. — —
47,50512) — —  2.1¢ 03/16/201 — —
5,7049) — — 2.1¢ 03/23/201 — —
62,85(5) 251,42¢ — 8.7t 07/06/201 — —
125,7146) — 188,57. 8.7t 07/06/201 — —
Ms. Guion 13,11((13) — —  2.1¢ 12/02/201: — —
20,28¢(11) — —  2.1¢ 08/24/201. — —
37,92412) — —  2.1¢ 03/16/201 — —
4,55%(9) — — 2.1¢ 03/23/201 — —
50,00((5) 200,00( — 8.7F 07/06/201 — —
100,00((6) — 150,00 8.7t 07/06/201 — —
Ms. Lanigan 22,50%(7) — — 2.1¢ 08/12/201. — —
5,99((14) — —  2.1¢ 08/26/201: — —
12,076(11) — —  2.1¢ 08/24/201. — —
33,98/(12) — — 2.1¢ 03/16/201! — —
4,08%(9) — — 2.1¢ 03/23/201 — —
38,5745) 154,28! — 8.7t 07/06/201 — —
77,1446) — 115,71¢ 8.7t 07/06/201 — —
Mr. Buley — — S — — — —
Ms. Lowe — — — — — — —

(1) The options reported in this column were grantedeuour 2007 Stock Incentive Plan and are schedualedst 25% per year on
July 6, 2009, July 6, 2010, July 6, 2011 and Julg08.2. In addition, these options are subjecettain accelerated vesting provisions

as described in "Potential Payments upon TerminaticChange-in-Control as of January 30, 2009"Wwelo
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()

(3)

(4)

(5)
(6)

(7)
(8)
(9)
(10)
(11)
(12)

(13)

(14)

If we achieve specific EBITDA targets, options regd in this column, which were granted under dd®072Stock Incentive Plan, are
eligible to vest / 3per year on January 29, 2010, January 28, 2011Febdiary 3, 2012. If an annual EBITDA target is met, these
options may still vest on a "catch up" basis ifthet end of fiscal years 2009, 2010, 2011, or 2€iapplicable cumulative EBITDA
target is achieved. These options also are sutmjexrtain accelerated vesting provisions as desdiin "Potential Payments upon
Termination or Change-in-Control as of JanuaryZ89" below.

These restricted shares were granted under our 2@@K Incentive Plan and are scheduled to vest tipoearliest to occur of: a
change in control of the Company, an initial pubifering of the Company, Mr. Dreiling's terminatiavithout cause or due to death
or disability, Mr. Dreiling's resignation for goadason, or February 3, 2012.

Based on a per share fair market value of $9.68 danuary 30, 2009 as determined by our Boaradaddaith. Such good faith
determination was based upon (a) a third partyatadn as of January 30, 2009; (b) management'sapthat no events have occur
between such third party valuation date and the dithe Board's determination that would mategrieHange the information used as
a basis for such third party valuation; and (c)o#tler material factors known to the Board at thietof the determination, including a
report on material pending and threatened litiga#ind financial results through the end of theqaeinmediately preceding the date
of such valuation.

These options were granted under our 2007 Stoantie Plan and vested on July 6, 2008.

These options were granted under our 2007 Stoantive Plan and vested 50% as of February 1, 200%8% as of January 30,
20009.

The options for which these Rollover Options wetehanged vested on August 12, 2003.

The options for which these Rollover Options wetehanged vested on March 13, 2004.

The options for which these Rollover Options wetehanged vested on July 6, 2007.

The options for which these Rollover Options wetehanged vested 25% on August 9, 2005 and 75% bru&s/ 3, 2006.
The options for which these Rollover Options wetrehanged vested 25% on August 24, 2005 and 75%ebrubry 3, 2006.
The options for which these Rollover Options wetehanged vested 25% on March 16, 2007 and 75%lgr6,J2007.

The options for which these Rollover Options wetehanged vested 25% per year on December 2, 2@DBacember 2, 2005 and
50% on February 3, 2006.

The options for which these Rollover Options wetehanged vested 25% per year on August 26, 200gustR6, 2005, August 26,
2006 and July 6, 2007.

Mr. Buley and Ms. Lowe held no outstandatgity awards at fiscal year end due to their ssjmar from our employment during fiscal

2008. See "Option Exercises and Stock Vested Duiscal 2008".

In connection with our 2007 merger, certzmed executive officers elected to roll ovewala portion of their options held prior to our

2007 merger (the "Rollover Options") rather thaceree in exchange for each such option the cashyeneonsideration, without interest and
less applicable withholding taxes, equal to $22:88 the exercise price of each option. The exemige of the Rollover Options and the
number of shares underlying the Rollover Optionsavaljusted as a result of our 2007 merger to deothieir pre-merger value equivalents.
The Rollover Options are fully vested and wereiaally granted, and otherwise continue, under énms of our 1998 Stock Incentive Plan.
In connection with the special dividend paid to shiareholders on September 11, 2009, our compensaiimmittee approved a payment in
substitution for the dividend adjustment with regde Rollover Options as permitted thereundeeftect the effects of the special dividend
on such Rollover Options.
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See "Long-Term Incentive Program" in "Comgetion Discussion and Analysis" above for dis@arssif the terms of the equity awards
granted under the 2007 Stock Incentive Plan.

Option Exercises and Stock Vested During Fiscal 280

In connection with Mr. Buley's and Ms. Ldszemployment separations, we exercised our caitsiunder our Management
Stockholder's Agreement with each of Mr. Buley &&l Lowe to purchase all of our outstanding equaitsned by each such executive,
including shares of stock previously purchased fusnby each executive as well as all vested opaoisRollover Options held by each
executive. All unvested options held by Mr. BuleydaVs. Lowe were automatically cancelled upon tipleyment terminations. The table
below provides information regarding the value il by Mr. Buley and Ms. Lowe upon our purchaseesfted stock options and Rollover
Options pursuant to each Management Stockholdgreeinent. The vested options and Rollover Optiom®wancelled upon their purchase
by us from each of Mr. Buley and Ms. Lowe. We hawdgtted from this table the columns pertainingttck awards because they are
inapplicable.

Option Awards
Number of Sharet

Value Realizec

Acquired on

Exercise on Exercise
Name (#) ®Q)
Mr. Dreiling — —
Mr. Bere — —
Mr. Tehle — —
Ms. Guion — —
Ms. Lanigan — —
Mr. Buley — 754,86
Ms. Lowe — 396,37!

(1) Represents the aggregate dollar amount realizedtly named executive officer upon the transfeestad options and
Rollover Options to us when we exercised our éghits under the applicable Management Stockholdgteement.
The value realized is computed by multiplying thenter of vested options and Rollover Options bydifference
between the per share fair market value of our comstock as determined by our Board as of thedi@giof the month
preceding the call ($8.75) and the per share eseemmiice of the vested options ($8.75) and Roll@gtions ($2.19).
Such good faith determination was based upon (aiyd party valuation as of May 2, 2008; (b) maragat's opinion
that no events have occurred between such thitgt paluation date and the date of the Board's detetion that
would materially change the information used aasidfor such third party valuation; and (c) aHertmaterial factors
known to the Board at the time of the determinatinoluding a report on material pending and therat litigation and
financial results through the end of the period mdimtely preceding the date of such valuation. aeunts reported
this column were previously reported in the samaroa in the Option Exercises and Stock Vested Tabaur
Form 10K for the 2007 fiscal year because they represehiedalue that the applicable named executiveaffivould
have received in our 2007 merger in exchange ftowg held prior to our 2007 merger, but which eaflie executive
chose to roll over into the Rollover Options that @alled in 2008. Ms. Lowe also realized $130,235reflected in this
table as a result of our call of shares of stoek $hhe previously purchased from us at fair mar&kie.
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Pension Benefits
Fiscal 2008

We have omitted the Pension Benefits tablé is inapplicable.

Nongqualified Deferred Compensation
Fiscal 2008

Information regarding each named executifieer's participation in our CDP/SERP Plan islinied in the following table. The material
terms of the CDP/SERP Plan are described aftaitile. Please also see "Benefits and Perquisité Compensation Discussion and
Analysis" above.

Aggregate
Executive Registrant Withdrawals/ Aggregate
Contributions  Contributions Aggregate Balance
Earnings Distributions  at Last FYE
in Last FY in Last FY in Last FY
Name ($)(1) $)(2) ®E) $) $)(4)
Mr. Dreiling 4,167 4,167 (79 - 8,25¢
Mr. Bere 87,42 156,36 (81,069 — 290,80:
Mr. Tehle 30,61¢ 101,84¢ (144,520 — 320,52¢
Ms. Guion 50,84( 92,26¢ (103,54) — 336,16¢
Ms. Lanigan 21,64+ 45,21: (82,569 — 175,42
Mr. Buley 105, 24( — (125,39 —  173,18:
Ms. Lowe 13,48¢ 3,74 (67,307 — 125,99:

@ Reported as "Salary" in the Summary CompensatidneTa
(2) Reported as "All Other Compensation” in the Sumn@oynpensation Table.

(3)  The amounts shown in this column are not reportdié Summary Compensation Table because theytdemp@sent above-market
or preferential earnings.

4 Includes the following amounts previously reporésdcompensation to each named executive officdreiisummary Compensation
Table in the Form 10-K or proxy statements, asiagple, filed for the fiscal years indicated:

Fiscal 2007  Fiscal 200¢  Fiscal 200¢  Fiscal 200«

Name ®) ®) ®) ®)*

Mr. Dreiling — — — —
Mr. Bere 122,43: — — —
Mr. Tehle 117,64: 102,10« 84,38 3,33¢
Ms. Guion 98,59° 61,50: 43,16¢ 57,68¢
Ms. Lanigan — — — 42,97¢
Mr. Buley 92,32! 89,39: 4,79z —
Ms. Lowe 72,16: 91,49¢ — —

*

Amounts for Mss. Guion and Lanigan represent thpaetive aggregate amounts previously reportederSummary
Compensation Table contained in the proxy statefiiledtin calendar year 2005 with respect to congadion in fiscal
years 2002, 2003 and 2004.

Pursuant to the CDP, named executive affiogay annually elect to defer up to 65% of basarg# their compensation is in excess of
the Internal Revenue Service limit set forth int®er401(a)(17) of the Internal Revenue Code of6l3% amended (the "Internal Revenue
Code"), and up to 100% of bonus pay if their consigéion equals or exceeds the Internal Revenuec®ervi
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highly compensated limit under Section 414(g)(1)§B)he Internal Revenue Code. We currently matdetpay deferrals at a rate of 100%,
up to 5% of annual salary, with annual salary daffsethe amount of match-eligible salary under4b& (k) plan. All named executive officers
are 100% vested in all compensation and matchifeyidds and earnings on those deferrals.

Pursuant to the SERP, we make an annudiilcotion equal to a certain percentage of a pigdiat's annual salary and bonus to all
participants who are actively employed in an eligjob grade on January 1 and continue to be eredlag of December 31 of a given year.
Persons hired after May 27, 2008 (the "Eligibiliyeeze Date") are not eligible to participate i@ 8ERP. The contribution percentage is
based on age, years of service and job grade.i3t¢e 2008 contribution percentage for each elegithmed executive officer was 7.5% for
Mr. Bere, Mr. Tehle and Ms. Guion and 4.5% for Manigan. Mr. Buley and Ms. Lowe were not eligibte & fiscal 2008 contribution due to
their employment separations prior to DecembeB08. Mr. Dreiling was not eligible for a fiscal @®contribution because he was not
employed by us as of January 1, 2008.

As a result of our 2007 merger, which cibatgd a change-in-control under the CDP/SERP Ritipreviously unvested SERP amounts
vested on July 6, 2007. For newly eligible SERRigg@ants after July 6, 2007 but prior to the Biiity Freeze Date, SERP amounts vest at
the earlier of the participant's attainment of &Qeor the participant's being credited with 10 aren"years of service", or upon termination of
employment due to death or "total and permanembdit/” or upon a "change-in-control”, all as defd in the CDP/SERP Plan. See
"Potential Payments upon Termination or Changeonif®l as of January 30, 2009—Payments After a Gean-Control" below for a
general description of our change-in-control areangnts.

The amounts deferred or contributed toGB¥*/SERP Plan are credited to a liability accowtich is then invested at the participant's
option in an account that mirrors the performarfca fund or funds selected by the Compensation Citteenor its delegate (the "Mutual
Fund Options"). Beginning on August 2, 2008, thiesels are identical to the funds offered in our & Plan.

A participant who ceases employment witleast 10 years of service or after reaching agasOwvhose CDP account balance or SERP
account balance exceeds $25,000 may elect foatitaunt balance to be paid in cash by (a) lump ¢bjmonthly installments over a 5, 10
or 15-year period or (c) a combination of lump samd installments. Otherwise, payment is made im#lsum. The vested amount will be
payable at the time designated by the Plan upopdheipant's termination of employment. A papemt's CDP/SERP benefit normally is
payable in the following February if employment seaduring the first 6 months of a calendar yeas payable in the following August if
employment ceases during the last 6 months ofemdal year. However, participants may elect toivecan in-service lump sum distribution
of vested amounts credited to the CDP account,igeedvthat the date of distribution is no soonentbgears after the end of the year in
which the amounts were deferred. In addition, @igipant who is actively employed may request amfreseeable emergency hardship" in-
service lump sum distribution of vested amountslited to the participant's CDP account. Accounabeds deemed to be invested in the
Mutual Fund Options are payable in cash. As a tesuur 2007 merger, the CDP/SERP Plan liabilite®ugh July 6, 2007 were fully
funded into an irrevocable rabbi trust. We alsadeshinto the rabbi trust deferrals into the CDP/BERan between July 6, 2007 and
October 15, 2007. All CDP/SERP Plan liabilitiesumed on or after October 15, 2007 are unfunded.

Potential Payments upon Termination or Change-in-Cotrol as of January 30, 2009

Other than with respect to Mr. Buley and. Mswe, the tables below reflect potential payméatsach of our named executive officer
various termination and change-in-control scenarased on compensation, benefit, and equity lenedffect on January 30, 2009. The
amounts shown assume that the termination or chimngentrol event was effective as of January 3MP For stock valuations,
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we have assumed that the price per share is the&aket value of our stock on January 30, 200969 which was the value determined by
our Board of Directors in good faith based upohiedtparty valuation as of January 30, 2009 andbther factors described in footnote 4 to
the table set forth under "Outstanding Equity Avsaatl2008 Fiscal Year-End" above. The amounts steve/merely estimates. We cannot
determine the actual amounts to be paid untilithe bf the named executive officer's terminatiorwiployment or the time of a change-in-
control. Due to changes that we have made to optagment agreements with our named executive affi¢ether than Messrs. Dreiling and
Bere) on April 1, 2009, the descriptions below vebheé different if we were describing the termsha#se agreements, as they have been
modified. Please see our "Compensation Disclosubm@lysis" discussion above for a summary of thengfes that we have made to these
employment agreements.

Because Mr. Buley's and Ms. Lowe's emplaynseparations occurred prior to the end of fi2€4l8, we discuss below, and the tables
below present, the payments they actually receivednnection with such employment separations.

Payments Regardless of Manner of Termination

Regardless of the termination scenariontmaed executive officers will receive (and Mr. 8&ubnd Ms. Lowe received) earned but
unpaid base salary through the employment ternoinatate, along with any other payments or benefitsd under any of our plans or
agreements covering the named executive officgoasrned by the terms of those plans or agreem€nese benefits include vested amo
in the CDP/SERP Plan discussed under "Nonqualifiettrred Compensation" above.

The tables below exclude any amounts paymbihe named executive officer to the extent tiey are available generally to all salaried
employees and do not discriminate in favor of owcaitive officers.

Payments Upon Termination Due to Retirement

Retirement is not treated differently framy other voluntary termination without good reagéamdefined under the relevant agreements,
as discussed below under "Payments Upon Voluntargnihation") under any of our plans or agreememtsiimed executive officers, except
that all Rollover Options will remain exercisabte & period of 3 years following the named exe@utfficer's retirement unless the options
expire earlier. To be entitled to the extended @sgerperiod for the Rollover Options, the retiretn@ist occur on or after the named
executive officer reaches the age of 65 or, withexgpress consent, prior to age 65 in accordanteamiy applicable early retirement policy
then in effect or as may be approved by our Congtars Committee.

Payments Upon Termination Due to Death or Disabili
In the event of death or disability, wispect to each named executive officer:

. The 20% portion of the timbased options that would have become exercisabileeonext anniversary date of our 2007 me
if the named executive officer had remained emplayih us through that date will become vested exeatcisable.

. The 20% portion of the performanbased options that would have become exercisalbkspect of the fiscal year in which 1
named executive officer's employment terminatéséfnamed executive officer had remained employitid wg through that
date, will remain outstanding through the date e&dnine whether the applicable performance ta@etsnet for that fiscal
year. If the performance targets are met for tisaaf year, that 20% portion of the performancestdagptions will become
exercisable on such performance-vesting deternoimatate. Otherwise, that 20% portion will be fadel
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. All unvested options will be forfeited, and vestgztions generally may be exercised (by the emplsyeevivor in the case of
death) for a period of 1 year (3 years in the @dd®ollover Options) from the service terminaticatel unless we purchase such
vested options in total at the fair market valu¢hef shares of our common stock underlying theegksptions less the
aggregate exercise price of the vested options.

In the event of death, each named execoffieer's beneficiary will receive payments under group life insurance program in an
amount, up to a maximum of $3 million, equal to n%es the named executive officer's annual baseysdVe have excluded from the tables
below amounts that the named executive officer doeteive under our disability insurance programeesithe same benefit level is provided
to all of our salaried employees. The named exeeutfficer's CDP/SERP Plan benefit also becomeg faisted (to the extent not already
vested) upon his or her death and is payable umg Isum within 60 days after the end of the calegdarter in which the named executive
officer's death occurs.

In the event of disability, each named exiee officer's CDP/SERP Plan benefit becomes fullgted (to the extent not already vested)
and is payable in a lump sum within 60 days afierend of the calendar quarter in which we receotdication of the determination of the
named executive officer's disability by the So8aturity Administration.

In addition to the foregoing payments apddfits, in the event of Mr. Dreiling's death améation of employment due to disability,
any then unvested shares of his 508,572 restrattarks will vest. In the event of Mr. Dreiling'snenation of employment due to disability,
he will also be entitled to receive any incentivamibs accrued in respect of any of our previousipmeted fiscal years but unpaid as of the
date of his termination. In the event of his teration of employment due to his disability, he wiléo receive a lump sum cash payment,
payable at the time annual bonuses are paid totber senior executives, equal to a pro-rata pofchis annual incentive bonus, if any, that
he would have been entitled to receive, if sucmieation had not occurred, for the fiscal year imah his termination occurred.

In the event Mr. Bere's employment is terated due to death or disability, he will also hétked to receive any incentive bonus accr
in respect of any of our previously completed figegars but unpaid as of the date of such ternonati

For purposes of the named executive oficanployment agreements, other than Mr. Dreiljfdisability” means (1) the employee
must be disabled for purposes of our long-termhilia insurance plan or (2) the employee has ability to perform the duties under the
agreement in accordance with our expectations Isecaiua medically determinable physical or memtgdairment that (x) can reasonably be
expected to result in death or (y) has lasted nreasonably be expected to last longer than ni{@&)yconsecutive days. For purposes of
Mr. Dreiling's employment agreement, "disabilityeams (1) he must be disabled for purposes of aig-lerm disability insurance plan or for
purposes of his portable longrm disability insurance policy, or (2) if no suglan or policy is in effect or in the case of filan, the planis i
effect but no longer applies to him, he has anilitalbo perform the duties under the agreemeraénordance with our expectations because
of a medically determinable physical or mental impant that (x) can reasonably be expected to ré@sdeath or (y) has lasted or can
reasonably be expected to last longer than nirg&tyonsecutive days. For purposes of the CDP/SHR®, "disability” means total and
permanent disability for purposes of entitlemenbozial Security disability benefits.
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Payments Upon Voluntary Termination

The payments to be made to a named execofficer upon voluntary termination vary dependimpn whether the named executive
officer resigns with or without "good reason" oteafour failure to offer to renew, extend or repgléitce named executive officer's employment
agreement under certain circumstances. For purpdsssch named executive officer, "good reason'egaly means (as more fully described
in the applicable employment agreement):

. a reduction in base salary or target bonus level;
. our material breach of the named executive oficemployment agreement;
. the failure of any successor to all or substantialll of our business and/or assets to expressiynas and agree to perform the

employment agreement in the same manner and &athe extent that our Company would be requireetfopm if no such
succession had taken place;

. our failure to continue any significant compensatan or benefit without replacing it with a siarilplan or a compensation
equivalent (except for across-the-board changésrminations similarly affecting at least 95% dfaflour executives);

. relocation of our principal executive offices odtsiof the middle-Tennessee area or basing thesofficywhere other than our
principal executive offices; or

. assignment of duties inconsistent, or the significaduction of the title, powers and functionsoassted, with the named
executive officer's position, all without the namesecutive officer's written consent. For all naneadcutive officers other
than Mr. Dreiling, such acts will not constituteagbreason if it results from our restructuring @alignment of duties and
responsibilities for business reasons that ledvesamed executive officer at the same compensatidrofficer level and with
similar responsibility levels or results from thanmed executive officer's failure to meet pre-establ and objective
performance criteria.

No event (in the case of Messrs. Dreilind Bere, no isolated, insubstantial and inadveggant not in bad faith) will constitute "good
reason" if we cure the claimed event within 30 ddysbusiness days in the case of Messrs. DredlityBere) after receiving notice from the
named executive officer.

Voluntary Termination with Good Reason &eAFailure to Renew the Employment Agreemernif.any named executive officer resii
with good reason, all then unvested option graald hy that officer will be forfeited. Unless werpbase any then vested options (including
Rollover Options) in total at a price equal to thie market value of the shares underlying thee@siptions, less the aggregate exercise price
of the vested options, the named executive offiegrerally may exercise vested options for a pesfaB0 days (90 days in the case of
Rollover Options) from the termination date.

Any unvested shares of Mr. Dreiling's 50 5hares of restricted stock will vest if he rasigvith good reason.

In the event any named executive officénéothan Mr. Dreiling or Mr. Bere) resigns undee tircumstances described in (2) below, or
in the event we fail to extend the term of Mr. Dirgj's employment as provided in (3) below, thevaht named executive officer's equity
will be treated as described under "Voluntary Teation without Good Reason" below.

Additionally, if the named executive offidd) resigns with good reason, or (2) in the aafsgamed executive officers other than
Mr. Dreiling and Mr. Bere, resigns within 60 dayfoair failure to offer to renew, extend or repldlse named executive officer's employment
agreement before, at or within 60 days after ttleadrihe agreement's term (unless we enter intotaally acceptable severance arrangement
or the resignation is a result of the named exeeufficer's voluntary
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retirement or termination), or (3) in the case af Mreiling, in the event we elect not to extend tarm of his employment by providing

60 days prior written notice before the applicadtéension date, then the named executive officBradeive the following benefits as soor
administratively practicable after the B0day after termination of employment but contingepdn the execution and effectiveness of a
release of certain claims against us and our @4 in the form attached to the named executifigecs employment agreement:

. Continuation of base salary, as in effect immedtjjdtefore the termination, for 24 months payablaéaordance with our
normal payroll cycle and procedures (Mr. Bere wititead receive a lump sum payment equal to 2 thiselsase salary in
effect on July 6, 2007).

. A lump sum payment equal to 2 times the named éxecafficer's target incentive bonus then in eff@dr. Dreiling's target
incentive bonus payment instead will be payable @4emonths; Mr. Bere will instead receive a lunaipspayment equal to 2
times the target incentive bonus he was eligibleaian under our bonus plan as in effect on JuB06Y7).

. A lump sum payment equal to 2 times our annualrdmrtion for the named executive officer's partatipn in our medical,
dental and vision benefits program (in the caseliofDreiling, the medical, dental and vision beh&fstead will be in the form
of a continuation of these benefits to Mr. Dreiligs spouse and his eligible dependents to trenexbvered immediately
prior to the employment termination, for 2 yeamnirthe termination date or, if earlier, until heisbecomes eligible for
comparable coverage under the group health plaasobsequent employer).

. Mr. Dreiling will receive a prorated bonus paymbased on our performance for the fiscal year, phaitie time bonuses are
normally paid for that fiscal year.

. If Mr. Bere's termination occurred prior to the pagnt of our fiscal 2008 bonus, he would receiverad sum payment of his
fiscal 2008 bonus, determined as if he had remagéneployed through the date necessary to receivpayment of the fiscal
2008 bonus but prorated based on the number ofaahtring fiscal 2008 during which he was emploggdis.

. Outplacement services, at our expense, for 1 yedrearlier, until other employment is secured.

Note that any amounts owed to a named ¢ixecofficer in the form of salary continuation thaould otherwise have been paid during
the 60 day period after the named executive oficanployment termination will instead be payahla single lump sum as soon as
administratively practicable after the B0day after such termination date and the remainilebe paid in the form of salary continuation
payments as set forth above.

Subject to any applicable prohibition ogeleration of payment under Section 409A of thermal Revenue Code of 1986, as amended
(the "Code"), we may, at any time and in our saserdtion, elect to make a lump-sum payment ofrelse amounts (other than Mr. Dreiling's
medical, dental and vision benefit continuationebhshall be provided over 24 months), or all o#tened but unpaid amounts due as a resuls
of this type of termination.

The named executive officer will forfeityaanpaid severance amounts upon a material brefaamfyacontinuing obligation under the
employment agreement or the release (the "ConinQioligations"), which include:

. The named executive officer must maintain the a@nftiality of, and refrain from disclosing or usjragir (a) trade secrets for
any period of time as the information remains ddraecret under applicable law and (b) confidentfakrmation for a period ¢
2 years following the employment termination date.
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. For a period of 2 years after the employment teatiom date, the named executive officer may nogptor work in a
"competitive position" within any state in which weaintain stores at the time of his terminatioredatany state in which we
have specific plans to open stores within 6 mooftthat date. For this purpose, "competitive positimeans any employme
consulting, advisory, directorship, agency, promdil or independent contractor arrangement bettfeenamed executive
officer and any person engaged wholly or in matgat in the business in which we are engagedydieg but not limited to
Wal-Mart, Target, K-Mart, Walgreen's, Rifgel, CVS, Family Dollar Stores, Fred's, the 99 GeBtores, and Dollar Tree Stc
(and, with respect to Messrs. Dreiling and Berest€m BJ's Wholesale Club, Casey's General Stoigk3 lae Pantry, Inc.; and
also, with respect to Mr. Bere, Longs Drug Stok¥sjgreen's, Rite-Aid and CVS are not specificaliyed in Mr. Dreiling's
employment agreement), or any person then plartoiegter the deep discount consumable basics betsithess, if the named
executive officer is required to perform servicesthat person which are substantially similattose he or she provided or
directed at any time while employed by us.

. For a period of 2 years after the employment teatiom date, the named executive officer may navelst recruit or induce
any of our exempt employees (exempt executivelsdrcase of Mr. Dreiling) to cease employment wigh u

. For a period of 2 years after the employment teatmm date, the named executive officer may nat#a@r communicate with
any person who has a business relationship witmdswvith whom the named executive officer had adnidoile employed by
us, if that contact would likely interfere with obmsiness relationships or result in an unfair cetitipe advantage over us.

. The named executive officer may not engage in amynsunications to persons outside Dollar Generatiwhisparages Dollar
General or interferes with our existing or prospecbusiness relationships.

Voluntary Termination without Good Reasonlf the named executive officer resigns withgabd reason, he or she will forfeit all
unvested equity grants and all vested but unexeda@gptions (other than Rollover Options). Rollo@gtions are fully exercisable and
generally may be exercised for 3 months from theiteation date unless they expire earlier or unlessepurchase them, on a per share
basis, at a per share price equal to the lesq4&) tiie fair market value of one of our shares,usithe per share exercise price of a Rollover
Option or (2) the sum of (x) $8.75 per share (tBase Price") plus (y) the applicable percentage,(20% for each anniversary of July 6,
2007 or each anniversary of the grant date, depgngion the executive officer) of the excess offliemarket value of one of our shares
over the per share Base Price, minus (z) the meesxercise price of a Rollover Option.

Payments Upon Involuntary Termination

The payments to be made to a named execofiicer upon involuntary termination vary depergliupon whether termination is with or
without "cause". For purposes of each named exexofficer, "cause" generally means (as more faéigcribed in the applicable employm
agreement):

. Attendance at work in a state of intoxication opossession of any prohibited drug or substancetwitbuld amount to a
criminal offense;

. Assault or other act of violence;
. Any act involving fraud or dishonesty;
. Any material breach of any SEC or other law or tation or any Dollar General policy governing setes trading or

inappropriate disclosure or "tipping";
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. Any activity or public statement, other than asuieed by law, that prejudices Dollar General oruggs our good hame and
standing or would bring Dollar General into pulilmntempt or ridicule; or

. Conviction of, or plea of guilty anolo contender¢o, any felony whatsoever or any misdemeanor ttmatidvpreclude
employment under our hiring policy.

For purposes of determining treatment némed executive officer's Rollover Options, "causeans, to the extent that our
Compensation Committee determines that it is direatd materially harmful to our business or refiata

. A felony conviction or the failure to contest proggon of a felony; or

. Willful misconduct or dishonesty.

Involuntary Termination for Cause. If the named executive officer is involuntarigrminated for cause, he or she will forfeit all
unvested equity grants, as well as all vested bexercised options. However, we may repurchasealover Options at a per share price
equal to the lesser of (x) Base Price over thespare exercise price of these options and (y)ahmerfarket value of one of our shares
underlying these options over the per share exeprise of these options.

Involuntary Termination without Cause.If the named executive officer is involuntarigrminated without cause, the named executive
officer's equity grants will be treated as desatibader "Voluntary Termination with Good Reasoriéier Failure to Renew the Employme
Agreement” above. In addition, each named execufifieer will receive the applicable payments amhéfits as described under "Voluntary
Termination with Good Reason or After Failure tanB@ the Employment Agreement" above.

Payments After a Change-in-Control

Upon a change-in-control (as defined uredaah applicable governing document), regardlesghether the named executive officer's
employment terminates:

. Under the 2007 Plan, (1) all time-vested optionweist and become immediately exercisable as 684.6f the shares of
common stock subject to such options immediateilyr po a change-in-control and (2) all performanested options will vest
and become immediately exercisable as to 100%eoshlares of common stock subject to such optiongediately prior to a
change-in-control if, as a result of the changeéntrol, (x) investment funds affiliated with KKRalize a specified internal
rate of return on 100% of their aggregate investydirectly or indirectly, in our equity securitiéhe "Sponsor Shares") and
(y) the investment funds affiliated with KKR earsecified cash return on 100% of the Sponsor Sharevided, however,
that in the event that a change-in-control occanstiich more than 50% but less than 100% of ourmmomstock or other
voting securities or the common stock or otherngecurities of Buck Holdings, L.P. is sold oreathise disposed of, then 1
performance-vested options will become vested updsame percentage of Sponsor Shares on whiebtment funds
affiliated with KKR achieve a specified internateaf return on their aggregate investment and aapecified return on their
Sponsor Shares.

. All CDP/SERP Plan benefits will become fully vestéalthe extent not already vested).

. Any then unvested shares of Mr. Dreiling's 508,5ares of restricted stock will vest.
If the named executive officer, other thvdassrs. Dreiling or Bere, is involuntarily termiadtwithout cause or resigns for good reasc
each case within 2 years following a change-inH@dhat constitutes a change in ownership or étfecontrol within the meaning of
Section 409A(a)(2)(A)(v) of the Code, he or shd véteive, as soon as administratively practicalfter the 66" day after the
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employment termination but contingent upon execuéind effectiveness of a release of certain claigasnst us and our affiliates in the form
attached to the relevant employment agreementnp Bum payment equal to the sum of (x) 2 timestlraed executive officer's annual base
salary plus 2 times the named executive officargdt incentive bonus, each as in effect immediaigbr to the change-in-control (or in each
case, if greater, at the employment terminatioe)daius (y) 2 times our annual contribution for tisaned executive officer's participation in
our medical, dental and vision benefits prograne mamed executive officer also will receive outplaent services, at our expense, for

1 year or, if earlier, until other employment isseed.

If the named executive officer, other thdassrs. Dreiling or Bere, is involuntarily termiadtwithout cause or resigns for good reasc
each case within 2 years following a changedntrol that does not constitute a change in ovnersr effective control within the meaning
Section 409A(a)(2)(A)(v) of the Code, the termipativill be treated in the same manner as a volyrigamination with good reason as
described under "Voluntary Termination with GoodaRen or after Failure to Renew the Employment Agesg" above.

For Messrs. Dreiling and Bere, an involuptermination without cause or a resignation food reason following a change-in-control
event will be treated in the same manner as a 'Maly Termination with Good Reason or After FailtodRenew the Employment
Agreement" as described above.

If any payments or benefits in connectidthwa change-in-control would be subject to theldga parachute” excise tax under federal
income tax rules, we will pay an additional amotanthe hamed executive officer to cover the extageand any other excise and income
taxes resulting from this payment. However, othentwith respect to Messrs. Dreiling and Bereftdrareceiving this payment the named
executive officer's after-tax benefit would notdideast $25,000 more than it would be without gfagment, then this payment will not be
made and the severance and other benefits due twthed executive officer will be reduced so thatgolden parachute excise tax is not
incurred.

For purposes of the CDP/SERP Plan andadhged executive officers' (other than Messrs. Drgiind Bere) employment agreements, a
change-in-control generally is deemed to occun{aee fully described in those documents):

. if any person (other than Dollar General or anpwf employee benefit plans) acquires 35% or moi@iofvoting securities
(other than as a result of our issuance of seeariti the ordinary course of business);

. for purposes of our CDP/SERP Plan, if a majoritpof Board members at the beginning of any conaex@tyear period are
replaced within that period without the approvahbfeas?/ 3 of our Board members who served as directors abegenning
of the period;

. for purposes of the specified employment agreemdrgsnajority of our Board members as of the etifee date of the
applicable employment agreement are replaced wittheuapproval of at least 75% of our Board membeérs served as
directors on that effective date or are replacednevith this 75% approval, by persons who ini@ksumed office as a result
of an actual or threatened election contest orr@btual or threatened proxy solicitation othentbg our Board; or

. upon the consummation of a merger, other busingsbination or sale of assets of, or cash tendexchange offer or
contested election with respect to, Dollar Geniélaks than 65% (less than a majority, for purgosieour CDP/SERP Plan) of
our voting securities are held after the transadticthe aggregate by holders of our securities eatiately prior to the
transaction.
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For purposes of the treatment of equitguised above (including Mr. Dreiling's 508,572 sbaf restricted stock), a change-in-control
generally means (as more fully described in the ag@ment Stockholder's Agreement between us anththed executive officers) one or a
series of related transactions described belowwgsults in us, KKR and its affiliates or an enygle benefit plan referenced below ceasing
to hold the ability to elect (or cause to be eldrgemajority of our Board members:

. the sale of all or substantially all of the assétBuck Holdings, L.P. or us and our subsidiar@gany person (or group of
persons acting in concert), other than to (x) ibmest funds affiliated with KKR or its affiliates ¢y) any employee benefit
plan (or trust forming a part thereof) maintaingduls, KKR or our respective affiliates or othergmar of which a majority of
its voting power or other equity securities is odindirectly or indirectly, by us, KKR or our respiee affiliates; or

. a merger, recapitalization or other sale by us, KiKRirectly) or any of our respective affiliatde,a person (or group of
persons acting in concert) of our common stockusrather voting securities that results in morentB8% of our common
stock or our other voting securities (or any résgltompany after a merger) being held, directljndirectly, by a person (or
group of persons acting in concert) that is notied by (xX) KKR or its affiliates or (y) an enmptee benefit plan (or trust
forming a part thereof) maintained by us, KKR or mespective affiliates or other person of whiamajority of its voting
power or other equity securities is owned, direotlyndirectly, by us, KKR or our respective afiiles.

Payments to Mr. Buley and Ms. Lowe

Mr. Buley's and Ms. Lowe's employment withended in April 2008 and September 2008, resmygtiMr. Buley and Ms. Lowe each
received the following payments and benefits urtldelr respective employment agreements and otla@sph which he or she participated.
The severance payments were contingent upon eracanid effectiveness of a release of certain claigasnst us and our affiliates in the
form attached to the relevant employment agreement.

. A lump sum payment equal to the sum of (x) 2 titessum of his or her annual base salary as ictedtethe relevant
employment termination date, plus (y) 2 times hiker target incentive bonus for fiscal 2008, flz)s2 times our annual
contribution for his or her participation in our dieal, dental and vision benefits program.

. In lieu of providing Mr. Buley and Ms. Lowe the tHiparty outplacement services described abovgyaicka cash amount to
each equal to the estimated amount we would haeried to provide such services.

. All unvested equity grants automatically terminated

. We exercised our call rights under our ManageméstikBolder's Agreement with each of Mr. Buley ang. Mowe to purcha:s
all of our outstanding equity owned by each sudreiive, including shares of stock previously passd from us by
Ms. Lowe, as well as all vested options and veRtlibver Options held by each executive. See "@pHgercises and Stock
Vested during Fiscal 2008" above.

We also transferred to Ms. Lowe the tildner Company-provided vehicle (valued at $32,680), we extended to her and her eligible
dependents coverage under our health benefitsfrgamthe date of her termination through Decemligr2808. Ms. Lowe paid 100% of the
premium costs of such extended insurance coverage.

Mr. Buley and Ms. Lowe are subject to ttmntinuing Obligations set forth under "Voluntaryrireénation with Good Reason or After
Failure to Renew the Employment Agreement" above.
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However, because all severance amounts have baktopdr. Buley and Ms. Lowe in full, we will hawgo right to recoup those payments in
the event either such person breaches any of thérbing Obligations.

The following tables summarize, as requbrgdpplicable securities laws, the potential paytméo our named executive officers upon
the occurrence of various termination of employrme@nts as of the end of our most recently comgliseal year (i.e., January 30, 2009).
Due to changes that we have made to our employaggaements with our named executive officers (atiem Messrs. Dreiling and Bere)
April 1, 2009, the amounts contained in these tableuld be different if we were to calculate thpagments under the terms of these new
employment agreements.
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Potential Payments to Named Executive Officers Upo®ccurrence of Various Termination Events
As of January 30, 2009

Involuntary

Voluntary  Without Cause or Voluntary With Involuntary Change-in-

Without
Name Good Reasol Good Reason With Cause Death Disability Retirement Control(1)
Richard W. Dreiling
Vested Options Prior to Eve $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,00(
Vesting of Options Due to the Eve N/A N/A N/A $ 250,000 $ 250,00( N/A $ 875,00(
Vesting of Restricted Stock Due to the Ev N/A $ 4,895,001 N/A $4,895,001 $4,895,00! N/A $ 4,895,001
SERP Benefits Prior to the Eve $ 0 $ 0% 0% 0% 0% 0% 0
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 8,25¢ % 8,25 $ 8,25¢ % 8,25 $ 8,25 $ 8,25¢ % 8,25¢
Cash Severanc NA $ 6,176,301 N/A N/A $2,176,301 N/A $ 6,176,301
Health and Welfare Continuation( NA  $ 10,92: N/A N/A N/A N/A $ 10,92
Health and Welfare Continuation Gr-Up N/A $ 14,85: N/A N/A N/A N/A' $  14,85!
Outplacement(3 NA  $ 10,00( N/A N/A N/A N/A $  10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A N/A
Life Insurance Procee N/A N/A N/A $2,500,001 N/A N/A N/A
Total $ 383,25¢  $ 11,490,32 $ 383,25: $8,028,25. $7,704,55. $ 383,25: $12,365,32
David L. Bere
Vested Options Prior to Eve $ 54452t % 544,52t $ 544,52t $ 544,52t $ 544,52t $ 544,52t $ 544,52¢
Vesting of Options Due to the Eve N/A N/A N/A $ 225,000 $ 225,00( N/A $ 787,50(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 164,95¢ $ 164,95¢ $ 164,95t $ 164,95t $ 164,95t $ 164,95t $ 164,95¢
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 125,84« $ 125,84 $ 125,84« $ 125,84 $ 12584« $ 12584:$ 125,84«
Cash Severanc NA  $ 3,844,811 N/A $1,319,87 $1,319,87! N/A $ 3,844,81i
Health and Welfare Payme N/A $ 17,42 N/A N/A N/A N/A $ 17,42:
Outplacement(3 NA $ 10,00( N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Procee N/A N/A N/A $1,856,57! N/A N/A N/A
Total $ 835,32t $ 4,707,561 $ 835,32t $4,236,77 $2,380,20: $ 835,32t $ 5,495,06!
David M. Tehle
Vested Options Prior to Eve $ 981,03( $ 981,03( $ 981,03( $ 981,03( $ 981,03( $ 981,03( $ 981,03(
Vesting of Options Due to the Eve N/A N/A N/A $ 110,00 $ 110,00( N/A $ 385,00(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 179,04. % 179,04: $ 179,04: $ 179,04: $ 179,04. $ 179,04: $ 179,04:
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 141,48t $ 141,48t $ 141,48t $ 141,48($ 141,48t $ 141,48{$ 141,48¢
Cash Severanc NA $ 2,030,56: N/A N/A N/A N/A $ 2,030,56:
Health and Welfare Payme NA $ 17,42: N/A N/A N/A N/A' $ 107,68:
Outplacement(3 NA $ 10,00( N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Proceel N/A N/A N/A $1,538,30! N/A N/A N/A
Total $ 130155 $ 3,359,54. $ 1,301,55' $2,949,86. $1,411,55! $1,301,55! $ 3,834,80:
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Involuntary

Voluntary ~ Without Cause or Voluntary With

Good Reason

Involuntary

With Cause Death  Disability

Change-in-

Retirement Control(1)

695,59:
N/A

N/A
170,88(
N/A
165,29(
1,963,501
10,92¢
10,00¢
N/A

N/A
3,016,18:

$ 69559: % 69559 $ 69559: $ 69559. $ 695,59:
N/A' $ 87,50($ 87,50( N/A $ 306,25(
N/A N/A N/A N/A N/A
$ 170,88($ 170,88($ 170,88( $ 170,88( $ 170,88(
N/A N/A N/A N/A N/A
$ 165,29( $ 165,29( $ 165,29( $ 165,29 $ 165,29(
N/A N/A N/A N/A $ 1,963,501
N/A N/A N/A N/A $§ 10,92t
N/A N/A N/A N/A $  10,00(
N/A N/A N/A N/A $ 0
N/A $1,487,501 N/A N/A N/A

$ 1,031,76. $2,606,76. $1,119,26

$1,031,76. $3,322,43.

Without

Name Good Reasol
Kathleen R. Guion

Vested Options Prior to Eve $ 695,59: $
Vesting of Options Due to the Eve N/A
Vesting of Restricted Stock Due to the Ev N/A
SERP Benefits Prior to the Eve $ 170,88 $
SERP Benefits Due to the Eve N/A
Deferred Comp Plan Balance Prior to and After therf $ 165,29 $
Cash Severanc N/A  $
Health and Welfare Payme N/A  $
Outplacement(3 N/A  $
Section 280(G) Excise Tax and Gr-Up N/A

Life Insurance Procee N/A
Total $ 1,03.,76. $
Susan S. Lanigan

Vested Options Prior to Eve $ 686,08( $
Vesting of Options Due to the Eve N/A
Vesting of Restricted Stock Due to the Ev N/A
SERP Benefits Prior to the Eve $ 112,66¢ $
SERP Benefits Due to the Eve N/A
Deferred Comp Plan Balance Prior to and After therf $ 62,75¢ $
Cash Severanc N/A  $
Health and Welfare Payme N/A  $
Outplacement(3 NA  $
Section 280(G) Excise Tax and Gr-Up N/A

Life Insurance Proceet N/A
Total $ 861,507 $

686,08( $ 686,08( $ 686,08( $ 686,08( $ 686,08( $ 686,08(

N/A

N/A
112,66¢
N/A
62,75¢
1,435,39i
10,98t
10,00(
N/A

N/A
2,317,891

N/A $ 67,500 % 67,50(

N/A N/A N/A
$ 112,66¢$ 112,66¢( $ 112,66t
N/A N/A N/A
$ 62,75¢$ 62,75¢$ 62,75¢
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A
N/A $1,087,42: N/A

$ 861,50 $2,016,431 $ 929,00°

N/A $ 236,25(
N/A N/A
$ 112,66¢ $ 112,66¢
N/A N/A
$ 62,75¢$ 62,75¢
N/A $1,435,39:
N/A ' $ 10,98t
N/A ' $  10,00(
N/A $ 0
N/A N/A

$ 861,50" $2,554,14

@
@
(©)

All payments in this column require terminationesfiployment to be paid except options (prior to due to the event) and restricted stock.

Mr. Dreiling's Health and Welfare Continuation wasculated in the same manner as the Health anthwédPayment for the other NEOs.

Outplacement is estimated based on outplacemeritesito our recently terminated named executiiea®.

Vested Options Called by Compa

SERP Benefits Vested Prior to the Ev

SERP Benefits Due to the Eve
Deferred Comp Plan Balance P.
Cash Severanc

Health and Welfare Continuation Paym

Outplacemen

Section 280(G) Excise Tax and Gr-Up

Total
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Payments to Mr. Buley in Connection With Termination on April 15, 2008

$ 754,86
$ 40,89¢
$ 0
$ 131,55:
$2,013,05!
$ 21,53¢
$ 10,00(
$ 0
$2,971,91.
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Payments to Ms. Lowe in Connection With Terminationon September 15, 2008

Vested Options Called by Compa $ 396,37
SERP Benefits Vested Prior to the Even $ 53,58t¢
SERP Benefits Due to the Event $ 0
Deferred Comp Plan Balance P. $ 72,40«
Cash Severanc $1,435,39:
Gift of Company Vehicl $ 32,65(
Health and Welfare Continuation Paym $ 9,82t
Outplacemen $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A
Total $2,010,24

@) Ms. Lowe will be eligible for payments from the SERnd CDP in August 2009. Final payment amounts vaay due
to potential gains or losses until payment is made.

Potential Payments upon Termination or Change-in-Cotrol as of April 1, 2009

The table below reflects potential paymeotsach of our named executive officers in vari@umination and change-in-control
scenarios based on compensation, benefit, andydguéils in effect on April 1, 2009. The amountswh assume that the termination or
change-in-control event was effective as of Apri2Q09. For stock valuations, we have assumedtieatrice per share is $9.63, which was
the fair market value determined by our Board afbliors in good faith on March 19, 2009. The ameghbwn are merely estimates. We
cannot determine the actual amounts to be paitithetiime of the named executive officer's terrtiosraof employment or the time of a
change-in-control. The amounts in the table wereveld using the terms of the employment agreemsittsour named executive officers as
modified on April 1, 2009 and summarized under'tBeverance Arrangements" in the "Compensation Bison and Analysis” discussion
above.

Because Mr. Dreiling's and Mr. Bere's ergplent agreements were not modified, we have notfieadahe tabular disclosure pertaining
to such officers. Also, because Mr. Buley's and Msve's employment separations occurred prior éoetid of fiscal 2008, please see the
"Potential Payments upon Termination of Change-aml| as of January 30, 2009" discussion abova fummary of the payments they
actually received in connection with such employtresparations.

The following table summarizes the potdmi@yments to our named executive officers uporottwirrence of various termination of
employment events as of April 1, 2009 pursuanhé&terms of the new employment agreements as ami@mdapril 1, 2009.
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Potential Payments to Named Executive Officers Upo®ccurrence of Various Termination Events

As of April 1, 2009

Involuntary
Without
Cause or

Voluntary Voluntary  Involuntary Change-in-

Without With
Name Good Reaso Good Reasol With Cause Death  Disability Retirement Control(1)
Richard W. Dreiling
Vested Options Prior to Eve $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,000 $ 375,00(
Vesting of Options Due to the Eve N/A N/A N/A $ 250,000 $ 250,00( N/A $ 875,00(
Vesting of Restricted Stock Due to the Ev N/A $ 4,895,001 N/A $4,895,001 $4,895,00! N/A $ 4,895,00!
SERP Benefits Prior to the Eve $ 0$ 0% 0$ 0$ 0% 0$ 0
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 25,568 $ 25,568 $ 2556t $ 25565 % 25565 % 25565 $  25,56¢
Cash Severanc N/A $ 4,671,34 N/A N/A $ 187,34 N/A $ 6,176,301
Health and Welfare Continuation( N/A $ 10,92¢ N/A N/A N/A N/A $ 10,92:
Health and Welfare Continuation Gr-Up N/A $ 14,85: N/A N/A N/A N/A $ 14,85
Outplacement(3 N/A $ 10,00( N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A N/A
Life Insurance Procee N/A N/A N/A $2,802,501 N/A N/A N/A
Total $ 400,56! $ 10,002,68 $ 400,56! $8,348,06' $5,732,911 $ 400,56 $12,382,63
David L. Beré
Vested Options Prior to Eve $ 544,52 $ 544,52t $ 544,52t $ 544,52t $ 544,52t $ 544,52t $ 544,52(
Vesting of Options Due to the Eve N/A N/A N/A $ 225,000 $ 225,00( N/A $ 787,50(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 161,12 $ 161,12¢ $ 161,12! $ 161,12' $ 161,12! $ 161,12' $ 161,12!
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 198,17: $ 198,17: $ 198,17: $ 198,17 $ 198,17 $ 198,17: $ 198,17:
Cash Severanc N/A $ 2,581,72: N/A N/A N/A N/A $ 2,581,72:
Health and Welfare Payme N/A $ 17,42: N/A N/A N/A N/A $ 17,42:
Outplacement(3 N/A $ 10,00( N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Proceel N/A N/A N/A $1,898,34! N/A N/A N/A
Total $ 903,82« $ 3,512,96! $ 903,82: $3,027,17: $1,128,82: $ 903,82: $ 4,300,46!
David M. Tehle
Vested Options Prior to Eve $ 981,03($ 981,03($ 981,03($ 981,03($ 981,03( $ 981,03( $ 981,03(
Vesting of Options Due to the Eve N/A N/A N/A $ 110,00 $ 110,00( N/A $ 385,00(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 181,17 $ 181,17: $ 181,17: $ 181,17: $ 181,17 $ 181,17: $ 181,17:
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After thert $ 151,35: $ 151,35: $ 151,35: $ 151,35 $ 151,35 $ 151,35: $ 151,35:
Cash Severanc N/A $ 2,621,97 N/A N/A N/A N/A $ 2,621,97:
Health and Welfare Payme N/A $ 17,42 N/A N/A N/A N/A $ 107,68:
Outplacement(3 N/A $ 10,00( N/A N/A N/A N/A $  10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Procee N/A N/A N/A $1,572,91: N/A N/A N/A
Total $ 1,313,555 $ 3,962,95 $ 1,313,55: $2,996,47. $1,423,55. $1,313,55. $ 4,438,21.
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Involuntary
Without
Cause or
Voluntary Voluntary  Involuntary Change-in-
Without With

Name Good Reasol Good Reasol With Cause Death  Disability Retirement Control(1)
Kathleen R. Guion
Vested Options Prior to Eve $ 69559. % 69559 $ 69559 % 69559 $ 69559 $ 69559: $ 695,59:
Vesting of Options Due to the Eve N/A N/A N/A $ 87,50($ 87,50( N/A $ 306,25(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 170,190 ¢ 170,19 $ 170,19 $ 170,19: $ 170,19 $ 170,19! $ 170,19:
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After therf $ 212,67¢ $ 212,67¢$ 212,67¢ $ 212,67¢ $ 212,67 $ 212,67¢$ 212,67
Cash Severanc N/A $ 2,483,64. N/A N/A N/A N/A $2,483,64
Health and Welfare Payme N/A $ 10,92¢ N/A N/A N/A N/A $§ 10,92¢
Outplacement(3 N/A $ 10,00(¢ N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Procee N/A N/A N/A $1,520,97 N/A N/A N/A
Total $ 1,078,46. $ 3,583,031 $ 1,078,46: $2,686,93. $1,165,96: $ 1,078,46: $ 3,889,28I
Susan S. Lanigan
Vested Options Prior to Eve $ 686,08( $ 686,08( $ 686,08 $ 686,08( $ 686,08( $ 686,08( $ 686,08(
Vesting of Options Due to the Eve N/A N/A N/A $ 67500$ 67,50( N/A $ 236,25(
Vesting of Restricted Stock Due to the Ev N/A N/A N/A N/A N/A N/A N/A
SERP Benefits Prior to the Eve $ 111,21: $ 111,210 $ 111,21: $ 111,21: $ 111,21: $ 111,21 $ 111,21:
SERP Benefits Due to the Eve N/A N/A N/A N/A N/A N/A N/A
Deferred Comp Plan Balance Prior to and After thierf $ 66,49: $ 66,49: $ 66,49:$ 66,49°$ 66,49: $ 66,49. $ 66,49:
Cash Severanc N/A $ 1,877,391 N/A N/A N/A N/A $1,877,39
Health and Welfare Payme N/A $ 10,98t N/A N/A N/A N/A $ 10,98¢
Outplacement(3 N/A $ 10,00( N/A N/A N/A N/A $ 10,00(
Section 280(G) Excise Tax and Gr-Up N/A N/A N/A N/A N/A N/A $ 0
Life Insurance Procee( N/A N/A N/A $1,141,79: N/A N/A N/A
Total $ 863,78: $ 2,762,15' $ 863,78 $2,073,07 $ 931,28: $ 863,78 $2,998,40!

1) All Payments in this column require terminationenfiployment to be paid except options (prior to due to the event) and restricted stock.

) Mr. Dreiling's Health and Welfare Continuation wasdculated in the same manner as the Health anéhvédPayment for the other NEOs.

3) Outplacement is estimated based on outplacemeritestto recently terminated NEOs.

Compensation Committee Interlocks and Insider Parttipation

Each of Messrs. Michael Calbert, Raj Agrbaved Adrian Jones was a member of our Compens@&ionmittee during fiscal 2008. No
of these persons was at any time during fiscal 2008fficer or employee of Dollar General or anyaf subsidiaries, or an officer of Dollar
General or any of our subsidiaries at any timergodiscal 2008. Messrs. Calbert and Agrawal, ttutheir relationships with KKR, and
Mr. Jones, due to his relationship with Goldmarghsa& Co., may be viewed as having an indirect neltimterest in certain relationships
and transactions with KKR and Goldman, Sachs &diszussed under "Certain Relationships and ReRaety Transactions" below.

Mr. Dreiling serves and, for a portion of fiscald®) Mr. Bere served as a director of Buck HoldindsC, for which Messrs. Calbert, Agraw
and Jones serve as executive officers.

133




Table of Contents
Director Compensation

The following table and text discuss thempensation of persons who served as a member d@aand of Directors during all or part of
fiscal 2008, other than Mr. Dreiling and Mr. Berch of whose compensation is discussed under "Exeddompensation” above and who
was not separately compensated for Board serviech&Ve omitted from this table the columns pentgjrio stock awards, option awards,
non-equity incentive plan compensation, and norifiedldeferred compensation earnings because tieeinapplicable.

Fiscal 2008 Director Compensation

Fees Earned o All Other

Compensatior
Paid in Cash Total
Name ($) ®Q) %)
Raj Agrawal 40,00( — 40,00(
Michael M. Calber 40,00( — 40,00¢(
Adrian Jone: 40,00( — 40,00¢(
Dean B. Nelson(2 40,00( — 40,00(

1) Perquisites and personal benefits, if any, totlded than $10,000 per director.

(2)  Mr. Nelson resigned from our Board of DirectorsMarch 16, 2009.

Our director compensation structure encars@s only cash compensation. Cash fees payable tmoemployee directors consist sol
of a $40,000 annual retainer fee, payable in qdgriestallments. We do not compensate for Boardise any director who simultaneously
serves as a Dollar General employee. We will reirsdalirectors for certain fees and expenses indumreonnection with continuing
education seminars and for travel and related esgrerelated to Dollar General business. We alloactbrs to travel on the Dollar General
airplane for those purposes.

Our Board of Directors will adopt a directmmpensation program to be effective upon theptetion of this offering. Pursuant to this
program, each member of our Board of Directors ishmt an employee of the Company will receive terér payment of the following cash
compensation, as applicable, for Board services:

. $75,000 annual retainer for service as a Board neemb

. $17,500 annual retainer for service as chairmahefudit committee;

. $15,000 annual retainer for service as chairmahetompensation committee;

. $10,000 annual retainer for service as chairmahehominating and corporate governance commidieg;
. $1,500 for each Board or committee meeting in excé42 that a director attends during each figeal.

We expect that we will continue to reimuosir directors for their reasonable expenses iiadun their service as Board members.

In addition to the director compensatiosatided above, we anticipate that each non-empldiyeetor as of the closing of this offering
will receive an equity award with a value of $78)08ixty percent of the value of the equity graiit eonsist of nonqualified stock options -
purchase shares of our common stock ("Options")fariy percent will consist of restricted stock tsniltimately payable in shares of our
common stock ("RSUs"). The Options will vest a2%86 of the Option on each of the first four anndagies of the grant date and the RSUs
will vest as to 33 /3% of the award on each of our first three annuateiholder meetings, each subject to the direatoriinued service on
our Board of Directors. We also anticipate allowmg directors to elect to defer receipt of shameder the RSUs.

Each non-employee director is expectedrexty or indirectly acquire a number of share®of common stock with a value of $75,000
by the date on which such director joins our BaafrBirectors, and must continue to hold such shargt such director ceases to be a
member of our Board of Directors.
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PRINCIPAL AND SELLING SHAREHOLDERS

The following table shows the amount of oommon stock beneficially owned as of OctoberQQ®by those who were known by us to
beneficially own more than 5% of our common stdmkthe selling shareholder, by our directors, doeoominees and named executive
officers individually and by our directors, directtominees and all of our executive officers asaug. A person is a "beneficial owner" of a
security if that person has or shares voting oestment power over the security or if he has thletfio acquire beneficial ownership within
60 days. Unless otherwise noted, these persondmagntacted at our executive offices and, to aomtedge, have sole voting and
investment power over the shares listed. Percermagputations are based on 317,944,825 shares abounon stock outstanding as of
October 1, 2009 and 340,644,825 shares of comnook sikpected to be outstanding following this affgr including the 22,700,000 shares
of our common stock offered by us hereby. As ofaDet 1, 2009, there were 199 holders of recorcduocommon stock.

Shares of Percentage of
Common Stock Common Stock
Shares of Beneficially Percentage of Beneficially
Common Stock Owned After Common Stock  Owned After
Shares of this Offering this Offering
Beneficially Shares of Common Stocl Beneficially
Owned Prior to Common Stock Owned Prior to Without
Subject to With Without With
Name of Beneficial Owne this Offering  Being Offered Option Option Option this Offering  Option  Option
5% Shareholders and Selling Shareholc
Buck Holdings, L.P.(1 316,228,58 11,400,001 5,115,001 299,713,58 304,828,58 99.5% 88.(%  89.t%
Directors and Executive Officer
Michael M. Calbert(2 — — — — — — — —
Raj Agrawal(2) — — — — — — — —
Adrian Jones(3 — — — — — — — —
Richard W. Dreiling(4)(5 1,080,00! — — 1,080,00! 1,080,00! & @ @
David L. Beré(5, 778,38¢ — — 778,38 778,38¢ * * *
David M. Tehle(5; 370,28t — — 370,28t¢ 370,28¢ i k3 k3
Kathleen R. Guion(5 293,25t — — 293,25¢ 293,25¢ * * *
Susan S. Lanigan(! 232,92( — — 232,92( 232,92( © @ @
Beryl J. Buley — — — — — — — —
Challis M. Lowe — — — — — — — —
Warren F. Bryan — — — — — — — —
William C. Rhodes, | — — — — — — — —
All current directors, director nominees and exaeubfficers as a
group (14 persons)(2)(3)(4)( 3,113,371 — — 3,113,37t  3,113,37! * * *

* Less than 1%.

(€Y

Buck Holdings, L.P. has identified itself as aril&ffe of a broker-dealer and has represented thats(a) the shares of our common stock shownehbs\weing held by such

entity were purchased by it in the ordinary cowfbusiness, and (b) at the time of such purctess entity had no arrangements or understanditigstly or indirectly, with
any person to distribute such shares of our comstack. Several entities have an indirect inteneshe shares held by Buck Holdings, L.P., a limpedtnership whose general
partner is Buck Holdings LLC.

The following entities have an indirect interestlis®, 799,941 shares: KKR 2006 Fund L.P. (116,26%;88KR PEI Investments, L.P. (24,535,553); 8 Noiiimerica
Investor L.P. (4,035,862); KKR Partners Ill, L.2,§99,999) and Buck Holdings Co-Invest, LP (17,862).

As the designated members of KKR Management LLAdwmdirectly controls or manages KKR 2006 Fun@ . PEI Investments, L.P. and 8 North America Itwek.P.) and
the managing members of KKR Il GP LLC, (which ireditly controls KKR Partners I, L.P.), Henry Rrd¢is and George R. Roberts may be deemed to sbtng and
dispositive power with respect to the shares beiadify owned by KKR 2006 Fund L.P., 8 North Americarestor L.P., KKR PEI Investments, L.P., and KRRBrtners Ill, L.P.
but disclaim beneficial ownership of such shares.

In addition, the KKR-affiliated funds and individsanamed above may be deemed by virtue of thdtsignder the operating agreement of Buck Holdihg§, to share

dispositive and/or voting power with respect to tileer shares held by Buck Holdings, L.P. but disclbeneficial ownership of such shares. KKR's asslis c/o Kohlberg
Kravis Roberts & Co. L.P., 2800 Sand Hill Road,t8 @00, Menlo Park, CA 94025.
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The following entities have an indirect interes6$,571,396 shares: GS Capital Partners VI Parallel (6,968,083); GS Capital Partners VI GmbH & &G (900,586); GS
Capital Partners VI Fund, L.P. (25,340,054); GSi@&pPartners VI Offshore Fund, L.P. (21,076,9858Idman Sachs DGC Investors, L.P. (3,824,445) avidi@an Sachs DGC
Investors Offshore Holdings, L.P. (7,604,121) (ecfively, the "GS Funds"); and GSUIG, LLC (2,857,14The Goldman Sachs Group, Inc. and certainia#i, including
Goldman, Sachs & Co., are the general partner, giagdimited partner, managing partner or investtmeanager of each of the GS Funds. The GoldmansSaobup, Inc.,
Goldman, Sachs & Co. and the GS Funds share vatidgnvestment power with certain of their respextffiliates. Each of the GS Funds is affiliateithvor managed by
Goldman, Sachs & Co., a direct and indirect whollyned subsidiary of the Goldman Sachs Group, &md,GSUIG, LLC is a direct and indirect wholly owirgubsidiary of The
Goldman Sachs Group, Inc. Each of The Goldman Sacbsp, Inc., GSUIG, LLC and Goldman, Sachs & Gscldims beneficial ownership of the shares owneddxrh of the
GS Investors, except to the extent of their peayrirgerest therein, if any. In addition, the GSéstors may be deemed by virtue of their rightseuride operating agreement of
Buck Holdings, LLC, to share dispositive and/oringtpower with respect to the other shares helBligk Holdings, L.P. but disclaim beneficial ownepsbf such shares. The
address of each of the GS Funds and GSUIG, LL®isoldman, Sachs & Co., 85 Broad Street 10th fldlaw York, New York 10004.

The following entities have an indirect an interies2,857,132 shares: Citigroup Capital PartneEiployee Master Fund, L.P. (4,913,546); Citigrdlgpital Partners Il 2007
Citigroup Investment, L.P. (4,374,355); Citigroupptal Partners Il Onshore, L.P. (2,218,261); Gdigp Capital Partners |l Cayman Holdings, L.P. {®,545) and CPE Co-
Investment (Dollar General) LLC (8,571,424) (cotleely, the "Citi Private Equity Investors"). Theldress of the Citi Private Equity Investors is €lgroup Inc., 388
Greenwich Street, 21st Floor, New York, New Yorl018. Citigroup Inc. disclaims beneficial ownershipsuch shares, except to the extent of its pecyimigerest, if any.

CPP Investment Board (USRE II) Inc. has an indinetrest in 22,857,143 shares. CPP InvestmentdB@#BRE II) Inc. is a wholly owned subsidiary oét@anadian Pension
Plan Investment Board. All shares of the Canadiams®n Plan Investment Board were issued to Can&éaeral Minister of Finance to be held on bebBHer Majesty Queen
Elizabeth Il in right of Canada. The address of @RRstment Board (USRE II) Inc. is c/o Canada RenBlan Investment Board, One Queen Street Eagg 3600, Toronto,
ON M5C 2WS5, Canada.

Wellington Management Company, LLP ("Wellingtongshan indirect interest in 22,857,143 shares. Wgihin is an investment advisor registered undetrthestment Advisor
Act of 1940, as amended. Wellington, in such capaniay be deemed to share beneficial ownership tneshares held by its client accounts. Certhitse@lient accounts hold
shares through the following entities: Buck Co-lstee |, LLC (10,247,737); Buck Co-Investor Il, LL@73,017); Buck Co-Investor Ill, LLC (4,208,629)uék Co-Investor

IV, LLC (3,327,280); Buck Co-Investor V, LLC (1,28816); Buck Co-Investor VI, LLC (285,657), Buck @uvestor VII, LLC (1,287,257), Buck Co-Investor VILLC
(254,754), Buck Co-Investor IX, LLC (160,891), BuCk-Investor X, LLC (348,160), Buck Co-Investor XL.C (662,857), Buck Co-Investor XllI, LLC (272,00®nd Buck Co-
Investor XIII, LLC (70,857). The address of Welllog Management Company, LLP is 75 State StreettdBo#lassachusetts 02109.

Messrs. Calbert and Agrawal are executives of KKRdiscussed in note (1), KKR may be deemed byeidf its rights under the operating agreementwafkBHoldings, LLC,
to share dispositive and/or voting power with respie the shares held by Buck Holdings, L.P. MesSesbert and Agrawal disclaim beneficial ownersbiiany such shares.

Mr. Jones is a managing director of Goldman, S&HB®. As discussed in note (1), the GS Investorg bbmdeemed by virtue of their rights under therafieg agreement of
Buck Holdings, LLC, to share dispositive and/oringtpower with respect to the shares held by Buoldhigs, L.P. Mr. Jones disclaims any beneficiahevship of the common
shares owned directly or indirectly by the GS Ingesexcept to the extent of his pecuniary intetiestein, if any.

Includes 508,572 shares of restricted common stwkwere unvested as of October 1, 2009 over wiiemamed holder does not have investment powtértiia vesting of
those shares. The vesting of such restricted shallesccelerate upon completion of this offering.

Includes the following number of shares subjeatfitions either currently exercisable or exercisatithin 60 days of October 1, 2009 over which tieespn will not have voting
or investment power until the options are exercidéd Dreiling (571,428); Mr. Bere (542,123); Mrefile (361,146); Ms. Guion (275,877); Ms. LanigaB2®20); and all curre
directors and executive officers as a group (2@%3). The shares described in this note are coreidmitstanding for the purpose of computing theqreage of outstanding
stock owned by each named person and by the gboimot for the purpose of computing the percentageership of any other person.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

We describe below the transactions thaelwocurred since the beginning of fiscal 2006, amg currently proposed transactions, that
involve Dollar General and exceed $120,000, andhith a related party had or has a direct or irdineaterial interest.

Relationships with Management
Management Stockholder's Agreement

Simultaneously with the closing of our 20@&rger and, thereafter, in connection with ouelifig equity awards to our employees ur
our 2007 stock incentive plan, we, Parent and mypleyees who hold shares of common stock (incluttingugh the exercise of options), or
who were granted options to acquire shares of camstack or who were granted shares of restricteaneon stock, of Dollar General
(collectively, "management shareholders") enten¢al shareholder's agreements (each, a "Managernmkt®lder's Agreement"). The
Management Stockholder's Agreement imposes signifiestrictions on transfer of shares of our comstock. Generally, shares will be
nontransferable by any means at any time pridneditth anniversary of either the closing dateof July 6, 2007 merger or the management
shareholder's hire or promotion date (depending ipe terms of the Management Stockholder's Agre@mexcept (i) sales pursuant to an
effective registration statement filed by us untther Securities Act in accordance with the ManagerSgockholder's Agreement, (ii) a sale
pursuant to the Sale Participation Agreement (desdibelow), (iii) a sale to certain permitted starees, or (iv) as otherwise permitted by
our Board of Directors or pursuant to a waiverhaf testrictions on transfers given by the Sporfsavided, that, in the event the Sponsor or
its affiliates transfer limited partnership unitsreed by them to a third party, such transfer restms shall lapse with respect to the same
proportion of shares of common stock owned by aagament shareholder as the proportion of limitethpaship units transferred by the
Sponsor and such affiliates relative to the aggeegamber of limited partnership units owned bynthgrior to such transfer. Effective upon
the consummation of this offering, we intend to aththe Management Stockholder's Agreements shizaes acquired in the open market
or through the directed share program will not bigjesct to such transfer restrictions. However, shacquired by executive officers in the
open market or through the directed share progréhstill be subject to the lock-up agreements vt underwriters. See "Shares Eligible
for Future Sale—Lock-up Agreements."

In the event that a management sharehulidies to sell his or her stock at any time follogvthe fifth anniversary but prior to the
earlier of a "change in control" (as defined in Management Stockholder's Agreement) or the consatiomof a "qualified public
offering” (as defined in the Management Stockhdtd@greement), the Management Stockholder's Agraeprevides us with a right of first
refusal on those shares upon the same terms addioos pursuant to which the management sharehpliposes to sell them to a third
party. It is anticipated that this offering wouldnstitute a "qualified public offering”, in whictase, such right would no longer apply. In the
event that a registration statement is filed withpect to our common stock, the Management Stogd&hslAgreement prohibits management
shareholders from selling shares not included érégistration statement from the time of recefptaiice that we have filed or intend to file
such registration statement until 180 days (incidiee of an initial public offering) or 90 days {ire case of any other public offering) of the
effective date of the registration statement. Trenbjement Stockholder's Agreement also providethéomanagement shareholder's ability
to cause us to repurchase his outstanding stockesidd options (and vested restricted stock, keipect to Mr. Dreiling) in the event of the
management shareholder's death or disability, andur ability to cause the management sharehaddegll his stock or options back to us
upon certain termination events.
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Certain members of senior management, dineguthe executive officers (the "Senior Managen&mreholders"), will have limited
"piggyback" registration rights with respect toitrehares of common stock in the event that cedéthe Investors are selling, or causing to
be sold, shares of common stock in a public offedhshares of our common stock. See "—Relatiorsshith the Investors—Registration
Rights Agreement." In connection with this offerjige Senior Management Shareholders agreed teewir piggyback rights in
consideration of our releasing such shareholders the transfer restrictions contained in the M@nagnt Stockholder's Agreements after
expiration of the 180-day restricted period corgdim the underwriting agreement with respect naimber of shares of our common stock
equal to the number of shares of our common stuaksuch Senior Management Shareholders couldreguéred us to register in this
offering. In addition, we have also agreed to waiMeh transfer restrictions for all other employséisject to the Management Stockholders'
Agreement after the expiration of the 180-day fet&td period contained in the underwriting agreetmwéth respect to a number of shares of
our common stock equal to the number of sharesmwihoon stock such employees could have required register in this offering had we
elected to grant piggyback rights to such employees

Sale Participation Agreement

Each management shareholder has also drigoea Sale Participation Agreement with Paréhe Sale Participation Agreement grants
the Senior Management Shareholders the right ticpeEate in any private direct or indirect salesbfires of common stock by Parent or its
affiliates (such right being referred to hereirttees "Tag-Along Right") and requires all managensrareholders to participate in any such
private sale if so elected by Parent in the evasit Parent or its affiliates are proposing to atleast 50% of the outstanding shares of
common stock held by it (such right being refeti@tierein as the "Drag-Along Right"). The numbesbares of common stock which a
management shareholder would be permitted or reduars applicable, to sell pursuant to the exewnfisiee Tag-Along Right or the Drag-
Along Right is equal to the number of shares of camn stock then owned by the management sharehatdiehis or her affiliates, plus all
shares of common stock the management sharehsldatiiled to acquire under any unexercised optjtmthe extent such options are
exercisable or would become exercisable as a rektlie consummation of the proposed sale and afislo respect to Drag-Along Rights
pertaining to Mr. Dreiling, unvested shares ofnietgd stock that would vest upon consummatiorhefttansaction), multiplied by a fraction
(x) the numerator of which shall be the aggregatalver of shares of common stock proposed to bsfereed by Parent in the proposed sale
and (y) the denominator of which shall be the tatahber of shares of common stock owned directindirectly by Parent. Management
shareholders will bear the pro rata share of aag,feommissions, adjustments to purchase pricensgs or indemnities in connection with
any sale of common stock under the Sale Participstgreement. The Tag-Along Rights and Drag-Alonghis will lapse upon the
consummation of this offering.

Equity Investment by Senior Management Participants

In connection with our 2007 merger, thei8eManagement Participants were offered the opidtyt to roll over portions of their equity
and/or options and to purchase additional equitpalfar General in connection with the merger. émgection with such investment and the
merger, we adopted our 2007 stock incentive plasyant to which these individuals were granted nem-qualified stock options with
respect to additional shares of common stock ofdd@eneral on July 6, 2007. Messrs. David BerevidDaehle, Beryl Buley and Wayne
Gibson and Mss. Kathleen Guion, Susan Lanigan,liShadwe and Anita Elliott, each of whom was an extéve officer at that time, each
invested an approximate total of $2,249,995, $7®,$754,864, $348,704, $650,008, $516,026, $5P668 $249,998, respectively, and
received grants of 1,285,714, 628,570, 500,000,5728 500,000, 385,714, 385,714, and 228,570 opti@spectively. Effective January 21,
2008, our
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board also granted to Mr. Dreiling options to pa® 1,428,570 shares of our common stock and 5D8Hafes of restricted common stock
pursuant to the terms of the 2007 stock incentlaa.p

Half of the options will vest ratably oveffiveyear period solely based upon continued employmesit that time period, while the otl
half of these options will vest based both upontiomed employment and upon the achievement of peeadned annual or cumulative
financial-based targets over time which coincidthwiur fiscal year. The options also have certagebrated vesting provisions upon a
change in control or certain public offerings, afined in the 2007 stock incentive plan. The opibave a 10-year maximum expiration date
and have an exercise price of $8.75 per share hwhjaresented the fair market value of one shaceio€ommon stock on the date of gran
determined by our Board of Directors.

The restricted stock will vest on the lday of our 2011 fiscal year if Mr. Dreiling remaiesiployed by us through that date. The
restricted stock also has certain acceleratedngeptiovisions upon a change in control, initial fzibffering, termination without cause or
due to death or disability, or resignation for goedson, all as defined in Mr. Dreiling's employmagreement. Accordingly, Mr. Dreiling's
restricted stock will vest upon completion of thfgering.

We believe that the 2007 stock incentiangias been designed to effectively align the éstisrof our employees and shareholders.

Any shares purchased or otherwise acquiyettie Senior Management Participants as descabede (including any shares subject to
rollover options or acquired upon exercise theraod)subject to certain transfer limitations arglrehase rights by Dollar General.

In fiscal 2008, three of our executive offis, Messrs. Todd Vasos, John Flanigan, and RBlagdner, purchased shares of our common
stock that were issued pursuant to our 2007 stoednitive plan, as follows:

Effective Date Number Per Share Aggregate
Name of Purchase of Shares  Purchase Price’  Purchase Pric¢
Mr. Vasos 12/19/200i 74,28t $ 8.7¢ $ 650,00(
Mr. Flanigan 08/28/2000 22,857 $ 8.7¢ $ 200,00(
Mr. Ravenel 08/28/200¢ 14,28¢ $ 8.7t $ 125,00(
12/19/200: 20,00C $ 8.7t $ 175,00(
* Equals the per share fair market value of our comstock on the effective date of purchase as détedrin good faith by our Board

of Directors considering the factors referencedirsimilar to those referenced in, Footnote thtotable entitled "Option Exercises
and Stock Vested During Fiscal 2008" under "Managrgm-Executive Compensation” elsewhere in this mrosfs.

The investments set forth in the table @&beere a prerequisite to the eligibility of thegeautives to receive grants of stock options
pursuant to our 2007 stock incentive plan (our Censation Committee granted Messrs. Vasos, FlardgdrRavener 500,000, 182,856, and
228,568 options, respectively, during fiscal 200Bh a per share exercise price of $8.75).

In addition, in August 2008 and Decembed@Gach of Mr. Flanigan and Mr. Ravener respelstivielicated an intention to invest an
additional $50,000 and $200,000 in Dollar Geneoahmon stock in May 2009. The number of shares eablessrs. Flanigan and Ravener
received in connection with the May 2009 investmeas determined based upon the per share fair ineakee of our common stock on the
date of such investment (May 28, 2009) as detemintyeour Board of Directors considering (a) a thpedty valuation report as of May 28,
2009; (b) management's opinion on the reasonaldarfabat valuation report; and (c) all other miafieiactors known to the board at the time
of the determination, including a report on matgrending and threatened litigation. Upon
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consummation of his investment in May 2009, Mr.rigan received an additional grant of 45,714 styufions issued pursuant to our 2007
stock incentive plan.

The shares purchased by Messrs. VasosgBlaand Ravener, along with any shares such ithgials may otherwise acquire (such as
upon exercise of the stock options referenced ghameesubject to certain transfer limitations agplurchase rights by Dollar General as set
forth in a Management Stockholder's Agreement betwes and each such executive officer.

In connection with the separation from employment of Mr. Wayne Gibson, our former Senige/President of Dollar General
Markets and Shrink, in June 2008 we paid Mr. Gibaomggregate of $348,704 (less applicable withihgltbr taxes and other payroll
deductions) in connection with the exercise of @l right under our Management Stockholder's Agreset with Mr. Gibson to purchase all
of our outstanding equity owned by him. Specifizalle purchased at $8.75 per share (less any apfgioption exercise price) 7,841 shares
of Dollar General common stock that he previouslychased from us for $8.75 per share, 22,857 vegitdns with an exercise price of
$8.75 per share and 42,681 vested options withxertise price of $2.19 per share. The per sharehpse price equaled the fair market value
of our common stock on the last day of the mon#cteding the call, as determined in good faith byRBuard of Directors pursuant to the
terms of our Management Stockholder's Agreemetit Mit. Gibson. All such vested options were canckllpon their purchase by us, and
205,714 unvested options held by Mr. Gibson weteraatically cancelled upon the end of his employnvath us.

We also exercised our call rights with exggo equity held by Mr. Buley and Ms. Lowe, aldisclosed under "Option Exercises and
Stock Vested During 2008" in "Management—Execu@aenpensation” elsewhere in this prospectus.

Pre-Merger Equity

Prior to our 2007 merger, we maintainedowes share-based compensation programs which iedlogdtions, restricted stock and
restricted stock units. In connection with the negrghe outstanding stock options, restricted stouk restricted stock units became fully
vested immediately prior to the completion of therger and were settled in cash, canceled or, iitelihtircumstances, exchanged for new
options to purchase our common stock, as deschbkxv. Unless exchanged for new options, each otadder received an amount in cash,
without interest and less applicable withholdingets equal to $22 less the exercise price of eptibro Additionally, each restricted stock
and restricted stock unit holder received $22 shcavithout interest and less applicable withhajdizxes. Certain stock options held by our
management were exchanged for new options to pseatar common stock. The exercise price of theg®/ey options and the number of
shares of our common stock underlying the rollaions were adjusted as a result of the merges.rdlover options otherwise continue
under the terms of the equity plans under whicly there issued.

Compensation Deferral Plan (CDP) and Supplementaldeutive Retirement Plan (SERP)

The CDP, in which the executive officers aligible to participate, and the associated grantist agreement provide that the full am«
of the benefits due under the CDP will be fundethingrantor trust within 30 days following a charig control of Dollar General, and will
be payable in accordance with the terms of the @xPtrust. Our 2007 merger constituted a changenitrol for purposes of the CDP.
Messrs. Bere, Tehle, Buley and Gibson and Mss. 1G; lianigan, Lowe and Elliott had benefits under@@P having approximate values as
of the merger date (July 6, 2007) of $37,297.423%119.06, $100,425.31, $58,071.55, $140,542.68,332.57, $73,370.05 and
$173,186.85, respectively.

The SERP, in which our executive officetisen than Messrs. Vasos and Ravener, participedgides that, in the event of a change in
control of Dollar General, benefits will become irediately
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vested. The associated grantor trust agreemenidaothat the full amount of the benefits due underSERP will be funded in the grantor
trust within 30 days following a change in conimald will be payable in accordance with the termthefSERP and the trust. Our 2007 me
constituted a change in control for purposes ofSB&P. Mr. Tehle and Mss. Guion and Lowe were dire@sted in benefits under the SERP
having approximate values as determined on JUd67 of $105,332.01, $83,706.80 and $41,776.6pemely. As of the merger,

Messrs. Buley and Gibson and Mss. Lanigan andtEbiecame vested in benefits under the SERP harirapproximate value of $39,125.
$20,035.14, $109,199.14 and $17,471.36, respegtiasldetermined on July 6, 2007.

Relationships with the Investors
Operating Agreements

In connection with our 2007 merger andteglaransactions, the Investors (or funds affidateth the Investors), directly or indirectly,
acquired limited partnership interests in Paret @rtain of such Investors also acquired membgiiskerests in Buck Holdings, LLC, the
general partner of Parent. In connection with sngbstments, these entities entered into a linpdnership agreement with respect to their
investment in Parent, an operating agreement wipeact to their investment in Parent's generahpaend a registration rights agreement
relating to such investment. These agreements icoagigeements among the parties with respect tongrother things, restrictions on the
issuance or transfer of interests, other specigdazate governance provisions, the election of rgarsof Parent's general partner and
registration rights (including customary indemrdtion provisions).

Shareholders Agreement

Upon the completion of this offering, welveinter into a shareholders' agreement (the "S$lwdders Agreement") with KKR and the GS
Investors.

Board Composition. The Shareholders Agreement will provide thattmaard of directors shall be comprised of six meratat the
closing date and that certain of our shareholdave lthe right to designate director nominees taboard of directors, subject to their election
by our shareholders at the annual meeting, asaello

. KKR has the right to designate (i) up to a majoafythe total number of directors comprising ouatibat such time, so long as
Parent beneficially owns more than 50% of the thgtstanding shares of our common stock, (ii) upG® of the total number
of directors comprising our board at such timelosy as Parent beneficially owns more than 40%éd=s than or equal to
50%, of the then outstanding shares of our comnarks(iii) up to 30% of the total number of direcd comprising our board
at such time, so long as Parent beneficially ownsenthan 30%, but less than or equal to 40%, ofttee outstanding shares
our common stock, (iv) up to 20% of the total numdsiedirectors comprising our board at such tineelosig as Parent
beneficially owns more than 20%, but less thanqoiaéto 30%, of the then outstanding shares otomrmon stock and (v) up
to 10% of the total number of directors, so londgPasent beneficially owns at least 5% of the outditag shares of our comm
stock. Any fractional amount that results from deti@ing the percentage of the total number of doewill be rounded up to
the nearest whole number (for example, if the @pplie percentage would result in 2.1 directors, KiiRRhave the right to
designate 3 directors). In addition, in the evbat KKR only has the right to designate one diredt@lso has the right to
designate one person to serve as a non-voting\argerthe board; and

. the GS Investors have the right to designate @) director so long as they beneficially own ati&86 of the then outstanding
shares of our common stock and (ii) one persoeiteesas a non-voting observer to our board.
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Each of KKR and the GS Investors has thletiio remove and replace its director-designeasytime and for any reason and to fill any
vacancies otherwise resulting in such director toss.

For so long as we qualify as a "controbedhpany” under NYSE listing standards and subgeapplicable law, (i) KKR has the right to
designate a majority of the members of our nonmigadind corporate governance committee and up torterabers of our compensation
committee and (ii) the GS Investors have the rigltesignate one member to each such committdengas the GS Investors have the right
to designate one director to our board. If we doqualify as a "controlled company" under NY SEitigtstandards, KKR has the right to
designate one member to each of our nominatingargbrate governance committee and compensatiomdtee for so long as they have
the right to nominate a director.

KKR Approvals. The Shareholders Agreement will provide thatftillowing actions by us or any of our subsidianiequire the
approval of KKR for so long as Parent owns at 18886 or more of our outstanding shares of commaockst

. the hiring and firing of our Chief Executive Office

. any change of control as defined in the Sharehsldgreement;

. entering into any agreement providing for the asitjon or divestiture of assets for aggregate aarsition in excess of
$1 billion; and

. any issuance of equity securities for an aggregatsideration in excess of $100 million.

Registration Rights Agreement

In connection with our 2007 merger, we egddnto a registration rights agreement with Paunck Holdings, LLC (the general partner
of Parent) and the Investors (or funds affiliatathwhe Investors). Pursuant to this registratights agreement, investment funds affiliated
with KKR have an unlimited number of demand registn rights and investment funds affiliated witbl@nan, Sachs & Co. have two
demand registration rights which can be exercise @ year commencing 180 days after this offefugsuant to such demand registration
rights, we are required to register the share®ofraon stock beneficially owned by them through Rawéth the SEC for sale by them to the
public, provided that such Investors hold at I€4€0 million in registrable securities and suchig&gtion is reasonably expected to result in
aggregate gross proceeds of $50 million. We arebligated to file a registration statement relgtio any request to register shares pursuant
to such demand registration rights within a penbd80 days after the effective date of any otlegistration statement we file pursuant to
such demand registration rights (including thesegtion statement of which this prospectus isrg) pa addition, in the event that we are
registering additional shares of common stock &be $o the public, whether on our own behalf obehalf of such investment funds as
described above we are required to give noticeicH segistration to all of the Investors, includitgytain senior management members, and
such persons have piggyback registration rightsigimag them the right to have us include the shafeommon stock owned by them in any
such registration. In each such event, we are redjtid pay the registration expenses.

Monitoring Agreement and Indemnity Agreement

Goldman, Sachs & Co. and KKR provide manag@ and advisory services to us and our affiliptesuant to a monitoring agreement
with us and Parent executed in connection with2Z8@7 merger. Under the terms of this monitoringeagrent, among other things, we are
obligated to pay to those entities an aggregataammanagement fee plus all reasonable out of pacdmenses incurred in connection with
the provision of services under the agreement. ¥ fo those entities an aggregate management tggooximately $2.9 million in fiscal
2007 ($0.6 million of which was paid to GoldmancBs& Co. and $2.3 million of which was paid to KK&hd $5.1 million in fiscal 2008
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($1.1 million of which was paid to Goldman, Sach€&. and $4.0 million of which was paid to KKR). \&lso reimbursed KKR
approximately $0.4 million in expenses in fiscaD80We expect to incur an aggregate annual fefisical 2009 of approximately

$5.4 million plus expenses. Thereafter, the anmaiagement fee will increase 5% per year untibtin@engement is terminated. The
monitoring agreement also provides that such estitiill be entitled to receive a fee equal to 1%hefgross transaction value in connection
with certain subsequent financing, acquisitionispdsition of assets or equity interests, recapétbn and other similar transactions, as well
as a termination fee in the event of an initial lpubffering or under certain other circumstancesis such fees are to be split based upon an
agreed upon formula, which results in an initiditagf 78.38% of this fee payable to KKR and 21.6p%yable to Goldman, Sachs & Co. In
connection with this offering, the parties intenddrminate the monitoring agreement in accordavitreits terms. Upon completion of this
offering, pursuant to the monitoring agreementwilepay a fee of approximately $64 million fromsfagenerated from operations to KKR
and Goldman, Sachs & Co. (which amount will incladgansaction fee equal to 1%, or approximatelyndibon, of the estimated gross
primary proceeds from this offering and approxirha#s9 million in connection with its termination).

In connection with entering into the morning agreement, on July 6, 2007 we and Parenteadtered into a separate indemnification
agreement with the parties to the monitoring ages@npursuant to which we agreed to provide custgimaemnification to such parties and
their affiliates.

In addition, pursuant to the monitoringegment, we paid aggregate fees of approximatelyn$ifion in connection with services
provided in connection with the 2007 merger andtesl transactions, $58.8 million of which was paid KKR affiliate and $16.2 million of
which was paid to Goldman, Sachs & Co. On Jun€809, we entered into an indemnification priorindanformation sharing agreement
with KKR and certain of its affiliated funds to dig the priority of advancement and indemnificatiobligations among us and any of our
directors appointed by KKR and other related matter

Other Relationships

In connection with our 2007 merger, Goldpmaachs & Co. and Citigroup Global Markets Inc. #ralr affiliates participated in several
related transactions with us. Specifically, Goldnsaths Credit Partners L.P. and Citigroup Globalkeis Inc., along with other institutions,
served as joint lead arranger and joint bookrumvitir respect to the credit agreements and relaedriy and other agreements consisting of
(i) a $2.3 billion senior secured term loan fagiliffiliates of KKR and certain investment advigatients of Wellington Management
Company, LLP were, and we believe continue to dxegérs under this facility) and (ii) a senior seduasset-based revolving credit facility of
$1.125 hillion (the commitments under which are r&M031 billion). Goldman Sachs Credit Partners kIBo served as syndication agent
each of the facilities. Citicorp North America, Irserves as administrative agent and collateraitdge the senior secured term loan facility.
The amount of principal outstanding under this téem facility at all times since our 2007 merged as of July 31, 2009 was $2.3 hillion,
and we have paid no principal to date and appraoeity&102.9 million of interest during fiscal 20Gfproximately $133.4 million of interest
during fiscal 2008 and approximately $39.8 millafninterest through July 31, 2009. For its serviadated to such facility, Citicorp North
America, Inc. receives an annual fee of $100,0€@jriming in 2007. For additional information regagithe senior secured term loan facil
see "Description of Indebtedness" included elsewhethis prospectus.

Goldman, Sachs & Co. also is a countergargn amortizing interest rate swap totaling $@2fillion as of July 31, 2009, entered into
in connection with the senior secured term loailifacSee "Management's Discussion and AnalysiBio&ncial Condition and Results of
Operations—Quantitative and Qualitative Disclosures About MarRisk" included elsewhere in this prospectusrfarmation regarding thi
interest rate swap. We paid Goldman, Sachs & Quroxmately $0,
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$9.5 million and $8.3 million in fiscal 2007, fid2008 and through July 31, 2009, respectivelyspant to the interest rate swap. We also
received approximately $0.7 million in fiscal 2087d $0.04 million in fiscal 2008, respectively,fr&soldman, Sachs & Co. pursuant to the
interest rate swap.

Also in connection with our 2007 merger Jd@oan, Sachs & Co. and Citigroup Global Markets,latong with other institutions,
(i) acted as initial purchasers for our issuancénefNotes and (ii) provided financial advisoryvsees to, and received financial advisory fees
from us, the Investors and their affiliates. Certavestment advisory clients of Wellington ManagemCompany, LLP have held, and we
believe continue to hold, Notes.

Finally, in connection with our 2007 mergee completed a cash tender offer to purchaseadyall of our $200 million principal

amount of our 8/ 8% Notes due June 2010. Goldman, Sachs & Co. astddaler manager and consent solicitation agerh#&btender
offer.

In the aggregate for fiscal 2007, approxehe$32.0 million in fees were paid to Goldmangi$a& Co. and its affiliates and
approximately $26.2 million in fees were paid tdig¢oup Global Markets Inc. and its affiliates iormection with the foregoing transactions
relating to our 2007 merger, portions of which hheen capitalized as debt financing costs or &cdacquisition costs. In addition, pursuant
to our obligations under the registration rightseggnent, we have filed and maintain a"market-mdkgmgspectus in order to enable
Goldman, Sachs & Co. to engage in market-makinigities for the Notes.

Goldman, Sachs & Co., Citigroup Global Meskinc. and KKR Capital Markets LLC are actingiaderwriters for this offering. See
"Underwriting."

In 2008, we paid approximately $1.1 millimnKKR for expenses incurred in connection with tecruitment of Mr. Dreiling to serve as
our Chief Executive Officer, including fees paidetcecutive search firms and fees paid to a managesssessment firm.

Our board members Mr. Mike Calbert and Riaj Agrawal serve as executives of KKR, while ooaBl member Mr. Adrian Jones and
our former Board member Mr. Sumit Rajpal each sasra Managing Director of Goldman, Sachs & Co. KKi® GS Investors, certain
investment advisory clients of Wellington Managetf@ampany and the Citi Private Equity Investorsriectly own through their
investments in Parent, a substantial portion ofammmon stock.

From time to time we use Capstone Congyltih C, a team of executives who work exclusiveigitvKKR portfolio companies
providing certain consulting services. During fis2@07, fiscal 2008 and to date in fiscal 2009,paé&l Capstone Consulting, LLC aggregate
fees and expenses of approximately $2.0 millionQ $3illion, and $0.2 million. Our former board meentMr. Dean Nelson is the Chief
Executive Officer of Capstone Consulting, LLC.

Interlocks

Mr. Dreiling serves and, for a portion fclal 2008, Mr. Bere served as a director of Buokdithgs, LLC for which Messrs. Calbert,
Agrawal and Jones (our Compensation Committee megnberve as executive officers.

Related Party Transaction Approval Policy

On August 28, 2008, our Board of Directad®pted a written policy for the review, approvatatification of "related party"
transactions. For purposes of this policy, a "eglgiarty" includes our directors, executive officemnd greater than 5% shareholders, as well
as their immediate family members, and a "traneatincludes one in which (1) the total amount reageed $100,000, (2) Dollar General is
a participant, and (3) a related party will hawdiract or indirect material interest (other tharaatirector or a less than 10% owner of another
entity, or both).
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Pursuant to this policy and subject toaiarexceptions, all known related party transacti@quire prior board approval. In addition, at
least annually after receiving a list of immeditmnily members and affiliates from our directorseeutive officers and over 5% sharehold
the Corporate Secretary will coordinate with retevaternal departments to determine whether aaystictions were unknowingly entered
into with a related party and will present a lissach transactions to the board for review.

This policy authorizes Mr. Dreiling to appe a related party transaction in which he isimadlved if the total amount is less than
$1 million and if the board is informed of transans approved in this manner. In addition, thediwihg transactions are deemed
automatically pre-approved and require no furtheartd approval or reporting to the Board:

. Transactions involving a related party that is atitg or involving another company with a relatibifsto a related party if the
total amount does not exceed the greater of $lomitir 2% of that company's total annual consodidaevenues (total
consolidated assets in the case of a lender) amelated party who is an individual participatesha actual provision of
services or goods to, or negotiations with, ushendther company's behalf or receives special cosgi®n as a result.

. Charitable contributions if the total amount doesexceed 2% of the entity's total annual receipt$ no related party who is
an individual participates in the grant decisiomameives any special compensation or benefitrasuat.

. Transactions where the interest arises solely bare ownership in Dollar General and all of owareholders receive the
same benefit on a pro rata basis.

. Transactions where the rates or charges are detedrbly competitive bid.

. Transactions for services as a common or conteadiec or public utility at rates or charges fixedconformity with law or
governmental authority.

. Transactions involving services as a bank depgsitfunds, transfer agent, registrar, trustee nadeust indenture, or similar
services.
. Compensatory transactions available on a nondiguaitory basis to all salaried employees generaliyyrdinary course

business travel and expenses and reimbursements.

The policy prohibits the related party frparticipating in any discussion or approval of ttesaction and requires the related party to
provide to the board all material information comieg the transaction. None of the requirementsénpolicy supersede or replace any
separate procedures and requirements in our Caolesifiess Conduct and Ethics or other relevantyoli
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DESCRIPTION OF INDEBTEDNESS
Senior Secured Credit Facilities

Overview. We have two senior secured credit facilitiébe (tCredit Facilities") which provide financing op to $3.331 billion. The
Credit Facilities consist of a $2.3 billion sengacured term loan facility (the "Term Loan Facfljtand a senior secured asbased revolvin
credit facility (the "ABL Facility") of up to $1.0Bbillion (of which up to $350.0 million is availkbfor letters of credit), subject to borrowing
base availability. The ABL Facility includes borrimg capacity available for letters of credit and $bort-term borrowings referred to as
swingline loans.

The agreements governing the Credit Fasliprovide that we have the right at any timeetquest up to $325.0 million of incremental
commitments under one or more incremental term faeilities and/or assdiased revolving credit facilities. The lenders urtiese facilitie:
are not under any obligation to provide any sudneémental commitments and any such addition oficreiase in commitments will be subj
to our not exceeding certain senior secured leeeratijos and certain other customary conditionsquent. Our ability to obtain extensions
credit under these incremental commitments alsbbeibubject to the same conditions as extensibaedit under the Credit Facilities.

The amount available under the senior gstasset-based credit facility (including lettersredit) shall not exceed the sum of the
tranche A borrowing base and the tranche A-1 barrgwase. The tranche A borrowing base equalsuireds (i) 85% of the net orderly
liquidation value of all our eligible inventory aigiat of each guarantor thereunder and (i) 90%llasur accounts receivable and credit/debit
card receivables and that of each guarantor theeguin each case, subject to a reserve equagtprthcipal amount of our 8 8%
unsecured notes due June 15, 2010 that remairandisg at any time and other customary reservegbidility criteria. An additional 10%
of the net orderly liquidation value of all of oeiigible inventory and that of each guarantor thadker is made available to us in the form of a
“last out" tranche under which we may borrow up tmaximum amount of $101.0 million. Borrowings unttee asset-based credit facility
will be incurred first under the last out tranchad no borrowings will be permitted under any otin@nche until the last out tranche is fully
utilized. Repayments of the ABL Facility will be@jed to the last out tranche only after all ottranches have been fully paid down.

Interest Rates and FeesBorrowings under the Credit Facilities beaerest at a rate equal to an applicable margin plusyr option,
either (a) LIBOR or (b) a base rate (which is uguatjual to the prime rate). The applicable mafgirborrowings is (i) under the Term Loan
Facility, 2.75% for LIBOR borrowings and 1.75% foaise-rate borrowings (ii) as of July 31, 2009, urnlde ABL Facility (except in the last
out tranche described above), 1.25% for LIBOR hweimngs; 0.25% for base-rate borrowings and for asy but borrowings, 2.25% for
LIBOR borrowings and 1.25% for base-rate borrowinigse applicable margins for borrowings under th&es based revolving credit facility
(except in the case of last out borrowings) argesuitto adjustment each quarter based on averalyeedaess availability under the ABL
Facility. We are also required to pay a commitnfeatto the lenders under the ABL Facility for amutilized commitments at a rate of
0.375% per annum, to be reduced to 0.25% per arfnumutilized commitments are equal to or less tB&#o of aggregate commitments. We
also must pay customary letter of credit fees.

Prepayments. The senior secured credit agreement for thenTearan Facility requires us to prepay outstandergitioans, subject to
certain exceptions, with:

. 50% of our annual excess cash flow (as definetlarctedit agreement) which will be reduced to 25/ @% if we achieve ai
maintain a total net leverage ratio of 6.0 to @l 8.0 to 1.0, respectively;
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. 100% of the net cash proceeds of all non-ordinaryse asset sales or other dispositions of profeeycess of $25.0 million
in the aggregate and subject to our right to resbtiee proceeds; and

. 100% of the net cash proceeds of any incurrencielof, other than proceeds from debt permitted utidesenior secured cre
agreement.

The mandatory prepayments discussed abdMeenapplied to the Term Loan Facility as direttey the senior secured credit agreement.
Through July 31, 2009, no prepayments have beanrsstjunder the prepayment provisions listed above.

In addition, the senior secured credit agrent for the ABL Facility requires us to prepag &BL Facility, subject to certain exceptions,
with:

. 100% of the net cash proceeds of all non-ordinatyse asset sales or other dispositions of revplfanility collateral (as
defined below) in excess of $1.0 million in the emggate and subject to our right to reinvest thegeds; and

. to the extent such extensions of credit exceedhine current borrowing base (as defined in theses@cured credit agreement
for the ABL Facility).

We may voluntarily repay outstanding loanger the ABL Facility and the Term Loan Facilityaay time without premium or penalty,
other than customary "breakage" costs with resjeelctBOR loans.

An event of default under the senior seduredit agreements will occur upon a change ofrobas defined in the senior secured credit
agreements governing our Credit Facilities. Uporent of default, indebtedness under the Creditifias may be accelerated, in which
case we will be required to repay all outstandoank plus accrued and unpaid interest and all eieunts outstanding under the Credit
Facilities.

Amortization. Beginning September 30, 2009, we are requoedgay installments on the loans under the tean twedit facility in
equal quarterly principal amounts in an aggregateumt per annum equal to $23 million, or 1% oftital funded principal amount at July
2007, with the balance payable on July 6, 2014r& il&eno amortization under the ABL Facility. Thaiee principal amounts (if any)
outstanding under the ABL Facility are due and péyan full at maturity, on July 6, 2013, on whidhay the commitments thereunder will
terminate.

Guarantee and Security. All obligations under the Credit Facilities amneconditionally guaranteed by substantially albaf existing
and future domestic subsidiaries (excluding certamaterial subsidiaries and certain subsidiaresighated by us under our senior secured
credit agreements as "unrestricted subsidiariesf@rred to, collectively, as U.S. Guarantors.

All obligations and related guarantees urtlde term loan credit facility are secured by:

. a second-priority security interest in all existgugd after-acquired inventory, accounts receivabid, other assets arising from
such inventory and accounts receivable, of our @m@and each U.S. Guarantor (the "Revolving FadBibllateral"), subject
to certain exceptions;

. a first priority security interest in, and mortgagm, substantially all of our and each U.S. Guarantangible and intangible
assets (other than the Revolving Facility Colldjeend

. a first-priority pledge of 100% of the capital stdweld by us, or any of our domestic subsidiaried are directly owned by us

or one of the U.S. Guarantors and 65% of the vataqgjtal stock of each of our existing and futweefgn subsidiaries that are
directly owned by us or one of the U.S. Guarantors.
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All obligations and related guarantees urle asset-based credit facility are secured &yRivolving Facility Collateral, subject to
certain exceptions.

Certain Covenants and Events of DefaulThe senior secured credit agreements contaumder of covenants that, among other
things, restrict, subject to certain exceptions,ahility to:

. incur additional indebtedness;

. sell assets;

. pay dividends and distributions or repurchase apital stock;

. make investments or acquisitions;

. repay or repurchase subordinated indebtednessidingl the senior subordinated notes discussed belo@the senior notes

discussed below;

. amend material agreements governing our subordinatiebtedness (including the senior subordinattdsndiscussed below)
or the senior notes discussed below; and

. change our lines of business.
The senior secured credit agreements alstain certain customary affirmative covenants evehts of default.

At July 31, 2009, we had no borrowings, .848illion of commercial letters of credit, and $8énillion of standby letters of credit
outstanding under our ABL Facility.

Covenant Financial Ratios. Under the agreements governing the Credit Fasil certain limitations and restrictions couttsa if we
are not able to satisfy and remain in compliandd wpecified financial ratios. The senior securendliirence test under the Credit Facilities
measures the ratio of the senior secured debt juusfetl EBITDA for the most recently completed fauarterly financial periods. This ratio
would need to be no greater than 4.25 to 1 to asaath limitations and restrictions. As of July 2009, this ratio was 1.6 to 1. Senior secured
debt is defined as our total debt secured by leergmilar encumbrances less cash and cash eguigsaeBITDA is defined as income (loss)
from continuing operations before cumulative effeicthange in accounting principle plus interest ather financing costs, net, provision for
income taxes, and depreciation and amortizatiofjugidd EBITDA is defined as EBITDA, further adjust® give effect to adjustments
required in calculating this covenant ratio undher €redit Facilities. EBITDA and Adjusted EBITDAeanot presentations made in
accordance with U.S. GAAP, are not measures ohiiz performance or condition, liquidity or prafitility, and should not be considered as
an alternative to (i) net income, operating incameany other performance measures determined oréacce with U.S. GAAP or
(i) operating cash flows determined in accordamith U.S. GAAP. Additionally, EBITDA and AdjustedBETDA are not intended to be
measures of free cash flow for management's disogy use, as they do not consider certain caplirEments such as interest payments
payments and debt service requirements and repéatsrof fixed assets.

Our presentation of EBITDA and Adjusted EBIA has limitations as an analytical tool, and ddmot be considered in isolation or as a
substitute for analysis of our results as repouedier U.S. GAAP. Because not all companies usdimgmralculations, these presentations of
EBITDA and Adjusted EBITDA may not be comparablether similarly titted measures of other compani#e believe that the presentat
of EBITDA and Adjusted EBITDA is appropriate to pide additional information about the calculatidrttds financial ratio in the Credit
Facilities. Adjusted EBITDA is a material componefthis ratio. Specifically, non-compliance withetsenior secured indebtedness ratio
contained in our Credit Facilities could prohib#t fuom making investments, incurring liens, makéegtain restricted payments and incurring
additional secured indebtedness (other than the

148




Table of Contents

additional funding provided for under the seniacwed credit agreement and pursuant to specifiedpions).

The calculation of Adjusted EBITDA and ttatio of senior secured debt to Adjusted EBITDA enthe Credit Facilities for each
quarterly period completed since the Credit Faeditvere entered into in July 2007 is as follows:

(in millions)

Net income (loss

Add (subtract)
Interest incom
Interest expens
Depreciation and amortizatic
Income taxe:

EBITDA

Adjustments
Transaction and related co
Gain on debt retiremen
(Gain) loss on hedging instrumel
Contingent loss (gain) on distribution center lex
Impact of markdowns related to inventory clearaactévities, net
of purchase accounting adjustme
SG&A related to store closing and inventory cleagaactivities
Operating losses (cash) of stores to be cl
Hurricanerelated expenses and w-offs
Monitoring and consulting fees to affiliat
Stock option and restricted stock expe
Indirect merge-related cost
Litigation settlement and related costs,
Other noncash charges (including LIF
Other

Total Adjustment:
Adjusted EBITDA

13-weeks ended

January 30. October 31 August 1 February 1, November 2

July 31, May 1, May 2,

2009 2009 2009 2008 2008 2008 2008 2007
$93€$83(% 8lc$ (7.9% 277 5¢$ 5543% (33.0
(0.0 (0.1 (03 (0.6 @12 @0 (1.9 (1.4)
89.¢ 89. 93.2 98.4 99.4 100.¢ 104.¢ 112.C
61.7 61.2 60.5 58.¢ 57.4 58.: 56.4 62.1
52.1 51.1 51.7 13.C 16.¢ 4.7 32.€ (18.€
297.2 284. 287.C 162.« 200.1 168.¢ 247.F 121.1
— — — — — — — 0.6
S — (3.9) - - = (5.0) —
(2.7 0.7 0.2 0.3 0.3 0.3 0.3 6.8
- — (5.0) - - = — 3.4
(2.1) (35 (249 — - = (4.5 0.3
— — — — — 0.2 6.6
— — — — — 1.1 —
— — 0.2 2.C — — — —
14 1.6 2.1 1.8 2.5 2.2 2.C 2.C
3.2 2.9 2.8 2.7 2.2 2.3 0.7 2.C
0.8 4.4 1.6 6.7 4.€ 7.8 4.€ —
- — (25  34.F - — — —
8.3 0.t 19.2 18.2 16.C 1.3 6.1 1.3
— — — — — — 0.3 —
8¢ 6.6 (10.1) 66.z 25.€ 13 5.8 21.C

$306.2 $291.( $ 276.¢ $ 228.€$225.1$182.7$ 253.2 % 1421

149




Table of Contents

The calculation of Adjusted EBITDA and ttaios of senior secured debt to Adjusted EBITDAlemthe Credit Facilities for each of the

trailing 52 week periods completed since the Creditilities were entered into in July 2007 is dkes:

(in millions)

Net income (loss
Add (subtract)
Interest incom
Interest expens
Depreciation and amortizatic
Income taxe:

EBITDA

Adjustments

Transaction and related co

Gain (loss) on debt retiremer

(Gain) loss on hedging instrumel

Contingent loss (gain) on distribution center lee

Impact of markdowns related to inventory clearance
activities, net of purchase accounting adjustm

SG&A related to store closing and inventory cleagan
activities

Operating losses (cash) of stores to be cl

Hurricanerelated expenses and w-offs

Monitoring and consulting fees to affiliat

Stock option and restricted stock expe

Indirect merge-related cost

Litigation settlement and related costs,

Other noncash charges (including LIF

Other

Total Adjustment:

Adjusted EBITDA

Calculation of ratio of senior secured debt to Atipal
EBITDA:

Senior secured de
Less: casl

Senior secured debt, net of c:
Adjusted EBITDA
Ratio

52-weeks ended
January 30 October 31 February 1, November 2
July 31, May 1, August1, May 2,
2009 2009 2009 2008 2008 2008 2008 2007

251.:% 185.° 108 817 56.C (419 (128  (18.J)

a0 @2 (&) @) (49 (72 88 (97
3707 380.. 391.¢ 403. 416 357.¢ 2632  166.]
242: 238 2351 231.( 2347 2347 2264 220
167.¢ 1326 86z 671 35E (2.0 10z 4.9

1,031.. 933.¢ 818.< 778.& T737.E 541.1 478.2 364.¢

— — — — 0.8 97.C 1026  102.
38 (38 (38§ (5.0 (5.0 1.2 1.2 6.2

(15 1 1.1 1.2 7.7 2.7 2.4 2.1
0 (50 (5.0 — 34 120 12 12.C

(30.5 (284 (249 (45 (42 10¢ (0.4 914

— — — 0.2 7.1 24.7 54.C 78.2
— — — 11 1.1 5.2 10.5 5.5
2.2 2.2 2.2 2.C — — — —

6.9 8.C 8.€ 8.5 8.7 7.C 4.8 2.8
11.€ 10.€ 10.C 7.8 7.2 8.8 6.5 5.8
13.5 17.c 20.7 23.7 17.C 12.4 4.€ —
32.C 32.C 32.C 34.5 — — — —
46.2 53.¢ 54.i 41.¢ 22.1 6.1 —

— — — 2 0.2 0.2 1.C 1.7

71.€ 88.: 95.€ 111t 66.c 182. 205.c 318.c

$1,102.7$1,022.:$ 913.¢$ 890..% 803.t$ 723.:$ 683.L3$ 6827

$2,324.($2,323.£ $2,324.: $2,324." $2,324.¢ $2,323.° $ 2,427.. $ 2,630.}
5154 434.¢ 378.( 150.¢ 261.c 115.¢ 100.2 90.t

$1,808.¢ $1,888.¢ $1,946.- $2,174.. $2,063.: $2,207.§ $2,327.. $ 2,540.(
$1,102.7$1,022.:$ 913.¢$ 890..% 803.t$ 723.:F 683.t3% 6827
1.6x 1.8x 2.1x 2.4x 2.6x 3.1x 3.4x 3.7x
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Senior Notes due 2015 and Senior Subordinated ToggNotes due 2017

Overview. We have $1.175 billion aggregate principal antaf 10.625% senior notes due 2015 (the "senitesipoutstanding,
which mature on July 15, 2015, pursuant to an ingderdated as of July 6, 2007 (the "senior indexfjuand $655.9 million aggregate
principal amount of 11.875%/12.625% senior subaidid toggle notes due 2017 (the "senior subordinadées™) outstanding, which mature
on July 15, 2017, pursuant to an indenture datexf asly 6, 2007 (the "senior subordinated indeglfurThe senior notes and the senior
subordinated notes are collectively referred t@imeas the "notes.” The senior indenture and thmssubordinated indenture are collectively
referred to herein as the "indentures." We mayewsdsome or all of the notes at any time at redempirices described or set forth in the
indentures. In particular, until July 15, 2010, may, at our option, on one or more occasions redgetn 35% of the aggregate principal
amount of Notes at a redemption price equal to828%, in the case of the Senior Notes and 111.8#b%e case of the Senior
Subordinated Notes, of the aggregate principal anthereof, plus accrued and unpaid interest ther@othe applicable redemption date,
with the net cash proceeds of one or more equfriofys. We intend to redeem a portion of the Ngi@suant to this provision using our
proceeds from this offering. See "Use of Proceeds."

Interest on the notes is payable on Jant&gnd July 15 of each year. Interest on the sewites is payable in cash. Cash interest on the
senior subordinated notes accrues at a rate o¥3%&er annum, and PIK interest (as that termfinelé below) accrues at a rate of 12.625%
per annum, if applicable. The initial interest payron the senior subordinated notes was payalgiasin. For any future interest period
through July 15, 2011, we may elect to pay intesesthe senior subordinated notes (i) in cashpyiijncreasing the principal amount of the
senior subordinated notes or issuing new seniasrslitated notes ("PIK interest") or (iii) by payimgerest on half of the principal amount of
the senior subordinated notes in cash intereshalidn PIK interest. After July 15, 2011, all inést on the senior subordinated notes will be
payable in cash. Through July 31, 2009, all suttrést has been paid in cash.

The notes are fully and unconditionally gueed by each of the existing and future direahdirect wholly owned domestic
subsidiaries that guarantee the obligations undeCoedit Facilities.

Change of Control. Upon the occurrence of a change of controlctviie defined in the indentures, each holder ofibtes has the
right to require us to repurchase some or all ochswlder's notes at a purchase price in cash ¢gdal1% of the principal amount thereof,
plus accrued and unpaid interest, if any, to tipeirehase date.

Covenants. The indentures contain covenants limiting, aghotier things, our ability and the ability of aestricted subsidiaries to
(subject to certain exceptions):

. incur additional debt, issue disqualified stockssue certain preferred stock;

. pay dividends on or make certain distributions atier restricted payments;

. create certain liens or encumbrances;

. sell assets;

. enter into transactions with affiliates;

. make payments to us;

. consolidate, merge, sell or otherwise disposelafradubstantially all of our assets; and
. designate our subsidiaries as unrestricted subigidia
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Events of Default. The indentures also provide for events of défahich, if any of them occurs, would permit ogegre the principal
of and accrued interest on the notes to become loe leclared due and payable.

2010 Notes and Other Indebtedness

As of July 31, 2009, we had outstanding$iillion aggregate principal amount of 88 % unsecured notes due June 15, 2010, and we

had other indebtedness comprised of capital lellgations of $9.5 million and a tax increment ficing for our distribution center in
Marion, Indiana of $14.5 million.
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DESCRIPTION OF CAPITAL STOCK

The following is a description of the makterms of our amended and restated charter giagvb as each is anticipated to be in effect
upon the closing of this offering. We also refeuyto our amended and restated charter and bylapgsof which are filed as exhibits to the
registration statement of which this prospectusfoa part.

Authorized Capital
At the time of the closing of this offeringur authorized capital stock will consist of:

. 1,000,000,000 shares of common stock, par valuég$ér share, of which 317,944,825 shares aredsaog outstanding as of
October 1, 2009, and;

. 1,000,000 shares of preferred stock, of which raveshare issued and outstanding.
As of October 1, 2009, there were 199 hrsldé record of our common stock.

Immediately following the closing of thiffering, there are expected to be 340,644,825 shafreommon stock issued and outstanding
and no shares of preferred stock outstanding. Bbeeafigures reflect the 1 to 1.75 reverse stodik yat we effected on October 12, 2009.

Common Stock

Voting Rights. Holders of common stock are entitled to one\a®r share on all matters submitted for actiothkyshareholders. The
holders of common stock do not have cumulativengptights in the election of directors. Accordinglye holders of more than 50% of the
shares of common stock can, if they choose to delsot all the directors. In such event, the hdad the remaining shares of common stock
will not be able to elect any directors.

Dividend Rights. Holders of common stock are entitled to receatably dividends if, as and when dividends ardated from time to
time by our Board of Directors out of funds legadlyailable for that purpose, after payment of divids required to be paid on outstanding
preferred stock, if any. The Credit Facilities dhd indentures governing the Notes impose resiriston our ability to declare dividends on
our common stock.

Liguidation Rights. Upon our liquidation, dissolution or winding,ugny business combination or a sale or disposdafail or
substantially all of our assets, the holders of wmm stock are entitled to receive ratably the assedilable for distribution to the shareholt
after payment of liabilities and accumulated angaid dividends and liquidation preferences on amniding preferred stock, if any.

Other Matters. Holders of common stock have no preemptiveooversion rights and, absent an individual agre¢méh us, are not
subject to further calls or assessment by us. Taer@o redemption or sinking fund provisions aggiie to our common stock.

Preferred Stock

Unless required by law or by any stock exaie on which our common stock may be listed, thleatized shares of preferred stock will
be available for issuance without further actionyby. Our amended and restated charter authorimeBaard of Directors to determine the
preferences, limitations and relative rights of ahgres of preferred stock that the Company chdosesue.

Authorized but Unissued Capital Stock

Tennessee law generally does not requaeesiolder approval for any issuance of authoribedes. However, the listing requirement:
the New York Stock Exchange, which would applyasl
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as our common stock were listed on the New YorklS&Exchange, require shareholder approval of cersauances equal to or exceeding
20% of the then outstanding voting power or thetstamding number of shares of common stock. Thediti@nal shares may be used for a
variety of corporate purposes, including future ljpubfferings, to raise additional capital or teiltate acquisitions.

One of the effects of the existence of sunsl and unreserved common stock or preferred stagkbe to enable our Board of Directors
to issue shares to persons friendly to current gemant, which issuance could render more difficuliscourage an attempt to obtain cor
of our company by means of a merger, tender gfiferxy contest or otherwise, and thereby protecttirginuity of our management and
possibly deprive the shareholders of opportunitiesell their shares of common stock at pricesédrghan prevailing market prices.

Removal of Directors; Vacancies

Our amended and restated charter and bydalivsrovide that, unless otherwise provided inagplicable shareholders agreement, any
director may be removed from office but only fousa and only by (a) the affirmative vote of thedeot of a majority of the voting power of
the shares entitled to vote in the election ofdoes, or (b) the affirmative vote of a majorityair entire Board of Directors then in office.

Calling of Special Meetings of Shareholders

Our amended and restated bylaws will previtht special meetings of our shareholders maaled only by or at the direction of the
board of directors, the chairman of our board oéators or the chief executive officer, and nooly shareholders.

Advance Notice Requirements for Shareholder Propossaand Director Nominations

Our amended and restated bylaws will previtht shareholders seeking to nominate candiftatetection as directors or to bring
business before an annual or special meeting oébbklers must provide timely notice of their preglain writing to the secretary. Generally,
to be timely, a shareholder's notice must be receat our principal executive offices and withie fbllowing time periods:

. in the case of an annual meeting of shareholdetsarlier than the close of business on the 1@8thand not later than the
close of business on the 90th day prior to the éinmiversary of the preceding year's annual mgggirovided, however, that
the event the date of the annual meeting is mane 89 days before or more than 60 days after sugiversary date, notice by
the shareholder to be timely must be so delive#aarlier than the close of business on the 1@8yhprior to the date of such
annual meeting and not later than the close ofnagsion the later of the 90th day prior to the datich annual meeting or, if
the first public announcement of the date of suntual meeting is less than 100 days prior to thie dhsuch annual meeting,
the 10th day following the day on which public annocement of the date of such meeting is first niades; and

. in the case of a special meeting of shareholdéiedctor the purpose of electing directors, notieathan the close of business
on the 120th day prior to such special meetingreotdater than the close of business on the ldtdren90th day prior to such
special meeting or the 10th day following the daievhich notice of the date of the special meetvag mailed or public
disclosure of the date of the special meeting wadaenwhichever occurs first.

In no event shall any adjournment or posgmoent of an annual meeting, or the announcemeregdh commence a new time period for
the giving of a shareholder's notice as descrilbeda
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Supermajority Provisions

Tennessee law provides generally that,asnliee amended and restated charter requires tergpeacentage, in order to amend our
charter or our bylaws, the votes cast for the anmeamd must exceed the votes cast against the amandine meeting of our shareholders at
which a quorum is present and such an amendmena wesper item of business at that meeting.

Our amended and restated charter providedtie following provisions in the amended andatesl charter and bylaws may be amended
only by a vote of 80% or more of all of the outsting shares of our capital stock then entitleddtev

. the removal of directors and ability of the boavdili vacancies; and

. the ability to call a special meeting of sharehddzeing vested solely in our board of directots,@hairman and our chief
executive officer;

Our amended and restated bylaws provide that arebblders may amend our bylaws only by a votedé6 8r more of all of the outstanding
shares of our capital stock then entitled to vote.

In addition, subject to the foregoing, ammended and restated bylaws grant our board aftdirethe authority to amend and repeal our
bylaws without a shareholder vote.

Shareholders Agreement

Pursuant to the Shareholders Agreementthaixpect to enter into upon the consummatiohisfdffering with Parent, KKR and the
GS Investors, KKR will have a consent right ovent@i@ significant corporate actions and that KKRl éime GS Investors will have certain
rights to appoint directors to our board and it\oottees. See "Certain Relationships and Relatety Peansactions—Relationships with the
Investors—Shareholders Agreement."

Limitation on Directors' Liability and Indemnificat ion

Our charter provides that our directordisia be personally liable for monetary damagedar our shareholders for breach of fiduciary
duty as a director, except to the extent requised@dnnessee law. Under Tennessee law, a direntorigtary liability may not be eliminated
or limited for:

. a breach of the director's duty of loyalty to usar shareholders;
. acts or omissions not in good faith or that invdiventional misconduct or a knowing violation ail; or
. unlawful dividends, stock repurchases or redemption

Our charter and bylaws require us to ind&mour directors and officers to the fullest ext@ermitted by applicable law. Our bylaws
also require us to advance expenses to each afireators and officers to the full extent allowgdTennessee law. These provisions
regarding indemnification and expense advancenmremat exclusive of any other right that a direcpofficer may have or acquire for
actions either in his or her official capacity nranother capacity. Under Tennessee law, we mamindy any of our directors, officers,
employees and agents against liability incurrecoinnection with a proceeding if:

. the person acted in good faith;
. in the case of conduct in an official capacity wit the person reasonably believed the conductnasrs best interests;
. in the case of conduct not in an official capauitth us, the person reasonably believed that tinelect was at least not

opposed to our best interests; and
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. in connection with any criminal proceeding, thegmer had no reasonable cause to believe the coméisainlawful.

In actions brought by or in the right oéttorporation, however, Tennessee law does nat aldemnification if the director or officer
was adjudged liable to the corporation. Tennesagelso provides that in connection with any proasg charging improper personal ben
to an officer or director, no indemnification mag imade if the officer or director is adjudged l@bh the basis that such personal benefit was
improperly received. In cases where the directafficer is wholly successful, on the merits orerthise, in the defense of any proceeding
instigated because of his or her status as ouctdirer officer, Tennessee law requires us to ind@nthe director or officer against
reasonable expenses incurred in the proceedingieBsre laws provides that a court of competersdiation, unless the corporation's charter
provides otherwise, upon application, may ordet &maofficer or director be indemnified for reasbleaexpenses if, in consideration of all
relevant circumstances, the court determines trat gdividual is fairly and reasonably entitledndemnification, notwithstanding the fact
that (a) the officer or director was adjudged katad the corporation in a proceeding by or in ightrof the corporation; (b) the officer or
director was adjudged liable on the basis thatgrerisbenefit was improperly received by him; ort{® officer or director breached his duty
of care to the corporation.

We also maintain directors' and officeility insurance to cover our directors and ddfig for liabilities in amounts that we believe are
customary in our industry, including liabilitiesder securities laws. Under this policy, the insagrees to pay, subject to certain exclusions,
for any claim made against our directors or offscier a wrongful act or omission by such personsdnly if and to the extent such persons
become legally obligated to pay such claim or inentain costs in defending such claim. Furthermibre merger agreement that we entered
into in connection with our 2007 merger describlséwhere in this prospectus, requires us to maintaiemnification of directors and
officers to the fullest extent permitted by lawléeling completion of our 2007 merger.

Our employment agreement with Mr. Dreilalgo requires us to:

. indemnify and hold harmless Mr. Dreiling for altea@nd omissions occurring during his employmergasvice as a member
our board (or both) to the maximum extent providader our charter, by-laws and applicable law; and

. purchase and maintain, at our expense and forafiechof time during which the employment agreemein effect and for si
years thereatfter, liability insurance providing ecage for Mr. Dreiling in the same amount as farlmaard members.

We believe that our charter, bylaws andiiasce are necessary to attract and retain quhpiesons as directors and officers.

The limitation of liability and indemnifitian provisions in our charter and bylaws may disage shareholders from bringing a lawsuit
against directors for breach of their fiduciaryyddthey may also reduce the likelihood of derivatitigation against directors and officers,
even though an action, if successful, might bensfiand other shareholders. Furthermore, a sha&twinvestment may be adversely
affected to the extent we pay the costs of setttérmed damage awards against directors and offasersquired or allowed by these
indemnification provisions.

At present, we are not aware of any pentiiggtion or proceeding involving any of our diters or officers in which indemnification is
required or permitted and we are not aware of hrgatened litigation or proceeding that may reisugt claim for indemnification.

Insofar as indemnification for liabiliti@sising under the Securities Act may be permitéeditectors, officers or persons controlling us
pursuant to the foregoing provisions or any othewrisions described in this prospectus, we have lidermed that in the opinion of the
Securities and Exchange
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Commission such indemnification is against pubbtiqy as expressed in the Act and is therefore foreaable.
Tennessee Anti-Takeover Statutes

Under the Tennessee Business Combinativmard subject to certain exceptions, we may noagadn any "business combination” w
an "interested shareholder" for a period of fivargeafter the date on which the person becametarested shareholder unless the "business
combination” or the transaction in which the shatéér becoming an "interested shareholder" is agatdoy our Board of Directors prior to
the date the "interested shareholder" attainedstiafus.

"Business combinations" for this purposeegally include:

. mergers, consolidations, or share exchanges;

. sales, leases, exchanges, mortgages, pledgeseotti@nsfers of assets representing 10% or maiteeaharket value of
consolidated assets, the market value of our mdstg shares, or our consolidated net income;

. issuances or transfers of shares from us to tleeesited shareholder;
. plans of liquidation;
. transactions in which the interested shareholgeoportionate share of the outstanding sharesytkass of securities is

increased; or

. financing arrangements pursuant to which the isteceshareholder, directly or indirectly, receiadsenefit except
proportionately as a shareholder.

Subiject to certain exceptions, an "inte@sthareholder” generally is a person who, togetiitarhis or her affiliates and associates,
owns, or within five years did own, 10% or moreoof outstanding voting stock.

After the fiveyear moratorium, we may complete a business cortibind the transaction complies with all applicatsharter and byla
requirements and applicable Tennessee law and:

. is approved by at least two-thirds of the outstagdioting stock not beneficially owned by the ietged shareholder; or

. meets certain fair price criteria including, amantiers, the requirement that the per share coradidarreceived in any such
business combination by each of the shareholdemguial to the highest of (a) the highest per sheoe paid by the interested
shareholder during the preceding five-year peramdshares of the same class or series plus intieston from such date at a
treasury bill rate less the aggregate amount ofcash dividends paid and the market value of avigieinds paid other than in
cash since such earliest date, up to the amowntaif interest, (b) the highest preferential amat@iafyy, such class or series is
entitled to receive on liquidation, or (c) the metrkalue of the shares on either the date the ésisicombination is announced
or the date when the interested shareholder redlobe% threshold, whichever is higher, plus idethereon less dividends
as noted above.

Although we are currently subject to thefiessee Business Combination Act, we intend td at#do be subject to such Act effective
upon the closing of this offering.

We have not elected to be governed by trn&ssee Control Share Acquisition Act which pritdibertain shareholders from exercising
in excess of 20% of the voting power in a corporaticquired in a "control share acquisition" unkssh voting rights have been previously
approved by the disinterested shareholders. Wegjieamo assurance that we will or will not elebrough a
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charter or bylaw amendment, to be governed by #ren&ssee Control Share Acquisition Act in the futur

The Tennessee Greenmail Act prohibits o fpurchasing or agreeing to purchase any of @urgies, at a price in excess of fair
market value, from a holder of 3% or more of owusiies who has beneficially owned such securfiiedess than two years, unless the
purchase has been approved by a majority of thetanding shares of each class of our voting stoekeomake an offer of at least equal vz
per share to all holders of shares of such cldss.TEnnessee Greenmail Act may make a change wbtaorore difficult.

The Tennessee Investor Protection Act apb tender offers directed at corporations, sicbollar General, that have "substantial
assets" in Tennessee and that are either incogabirabr have a principal office in Tennessee. [Avestor Protection Act requires an offeror
making a tender offer for an offeree company @ dilregistration statement with the Commission€&@@mhmerce and Insurance. When the
offeror intends to gain control of the offeree camyp, the registration statement must indicate dagspthe offeror has for the offeree. The
Commissioner may require additional information enal concerning the takeover offer and may callhfearings. The Investor Protection
Act does not apply to an offer that the offeree pany's board of directors recommends to sharetwlder

In addition to requiring the offeror todfia registration statement with the Commissiomer Jnvestor Protection Act requires the offeror
and the offeree company to deliver to the Commissiall solicitation materials used in connectiathvihe tender offer. The Investor
Protection Act prohibits fraudulent, deceptivenmanipulative acts or practices by either side aadsgthe Commissioner standing to apply
for equitable relief to the Chancery Court of Dadgd County, Tennessee, or to any other chancery leaving jurisdiction whenever it
appears to the Commissioner that the offeror, fferee company or any of its respective affilidtes engaged in or is about to engage in a
violation of the Investor Protection Act. Upon pesshowing, the chancery court may grant injunctatef. The Investor Protection Act
further provides civil and criminal penalties faokations.

Transfer Agent and Registrar
Wells Fargo Shareowner Services is thestearagent and registrar for our common stock.
Listing
Our common stock has been approved fangjsin the New York Stock Exchange under the syribd."
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SHARES ELIGIBLE FOR FUTURE SALE

After our 2007 merger and prior to thiseofifig, there has not been a public market for ounroon stock, and we cannot predict what
effect, if any, market sales of shares of commonksor the availability of shares of common stoakgale will have on the market price of
our common stock prevailing from time to time. Nekieless, sales of substantial amounts of comnmauk sincluding shares issued upon the
exercise of outstanding options, in the public regrkr the perception that such sales could ooouid materially and adversely affect the
market price of our common stock and could impairfature ability to raise capital through the sal@ur equity or equity-related securities
at a time and price that we deem appropriate.

Upon the closing of this offering, we wilhve outstanding an aggregate of approximately6340825 shares of common stock. In
addition, options to purchase an aggregate of appedely 13,647,907 shares of our common stock lvélbutstanding as of the closing of
this offering. Of these options, 4,393,857 will baxested at or prior to the closing of this offgrand approximately 9,254,050 will vest over
the next six years. All of the management sharedisldre subject to a management stockholder'sragree¢hat restricts transfers of stock
(including any stock acquired upon the exerciseested options) for a period of five years begigreither July 6, 2007 or from their relev.
hire or promotion date, depending on the agreensebject to certain exceptions. Of the outstandimares, the shares sold in this offering
will be freely tradable without restriction or fhdr registration under the Securities Act, exceat any shares acquired by our affiliates, as
that term is defined under Rule 144 of the Seasifict, may be sold only in compliance with theif&tions described below. Subject to the
transfer restrictions contained in the managenteckholder's agreement, any remaining outstandiages of common stock (other than
shares issued to non-affiliates pursuant to a Ragjisn Statement on Form S-8, which shares asdyfteansferable) may be sold under
Rule 144, which we summarize below.

Pursuant to Rule 144, 306,061,227 shareduging 11,400,000 shares that may be sold bgdiieng shareholder in this offering) will
be eligible for sale at various times after theed#tthis prospectus, subject to transfer restmgicontained in the management stockholder's
agreement, the limited partnership agreement adriRand, in the case of our officers and directihies selling shareholder and the Investors
(through their investment in Parent), subject ®ltdtk-up agreements.

In connection with this offering, the Sanidanagement Shareholders agreed to waive thejiypack rights in consideration of our
releasing such shareholders from the transfericistrs contained in the Management Stockholdegredments after the expiration of the
180-day restricted period contained in the underwritiggeement with respect to a number of sharesrof@uamon stock equal to the num
of shares of our common stock that such Senior lgament Shareholders could have required us toteegisthis offering. In addition, we
have also agreed to waive such transfer restrigtionall other employees subject to the ManagerSamtkholders' Agreement after the
expiration of the 180-day restricted period corgdiim the underwriting agreement with respect noi@ber of shares of our common stock
equal to the number of shares of common stock sagdloyees could have required us to register mdffering had we elected to grant
piggyback rights to such employees.

Rule 144

In general, under Rule 144 as in effectrmndate of this prospectus, a person who is nebour affiliates at any time during the three
months preceding a sale, and who has beneficiallyed shares of our common stock for at least sinthsy would be entitled to sell an
unlimited number of shares of our common stock jolew current public information about us is avdiadnd, after owning such shares for at
least one year, would be entitled to sell an unécthnumber of shares of our common stock withastriction. Our affiliates who have
beneficially owned shares of our common
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stock for at least six months are entitled to wéhin any three-month period a number of sharas does not exceed the greater of:

. 1% of the number of shares of our common stock thastanding, which was equal to approximately 8,670 shares as of
July 31, 2009; or

. the average weekly trading volume of our commonkstim the New York Stock Exchange during the falendar weeks
preceding the filing of a notice on Form 144 wiglspect to the sale.

Sales under Rule 144 by our affiliatesadse subject to manner of sale provisions and esgquirements and to the availability of
current public information about us.

Lock-Up Agreements

In connection with this offering, we, oweeutive officers and directors, the selling shatéér and the Investors (through their
investment in Parent) have agreed with the undestisubject to certain exceptions, not to s&hake of or hedge any of our common s
or securities convertible into or exchangeablesfares of common stock, during the period endirigde8/s after the date of this prospectus,
except with the prior written consent of each digtoup Global Markets Inc., Goldman, Sachs & Qud &KR Capital Markets LLC. The
Company understands that Citigroup Global Markets, IGoldman, Sachs & Co. and KKR Capital Markdt€ldo not have any pre-
established conditions to waiving the terms ofltuk-up agreements and that they grant waivers afteluating the unique facts and
circumstances of each individual's or entity's esjdior such a waiver. This agreement does noydppny existing employee benefit plans.

The 180-day restricted period describeithépreceding paragraph will be automatically edézh(to the extent that the applicable
FINRA, NASD and NYSE rules that restrict any undetsy from publishing or distributing a researcpaet in connection with the expiration
of such 180-day period remain in effect) if:

. during the last 17 days of the 180-day restrictediool we issue an earnings release or announcesiahatews or a material
event; or
. prior to the expiration of the 180-day restrictextipd, we announce that we will release earningslt® during the 15-day

period following the last day of the 180-day period

in which case the restrictions described in thimgeaph will continue to apply until the expiratiofithe 18-day period beginning on the
issuance of the earnings release or the annount¢ei#re material news or material event. See "Wwdéng."

Registrations on Form S-8

We have filed registration statements om8-8 under the Securities Act to register shafe®@mmon stock issuable under our 1998
Stock Incentive Plan and our 2007 Stock Incentiba@ PAs a result, shares issued pursuant to sock sicentive plans, including upon
exercise of stock options, will be eligible for agsin the public market without restriction, sudtjo the Rule 144 limitations applicable to
affiliates, the 180-day lock-up period, as applleabnd the management stockholder's agreemerdappéisable, described above.

As of July 31, 2009, 617,817 Rollover Optdall of which are vested) and 12,801,526 opt{8892,418 of which are vested and an
additional 108,578 of which will vest on or priar November 11, 2009) were outstanding under ou8 Bafck Incentive Plan and our 2007
Stock Incentive Plan, respectively, and an additidn504,642 shares were reserved for future ismiander our 2007 Stock Incentive Plan.
Our Board of Directors and our shareholders apptale increase in the number of

160




Table of Contents

shares authorized for issuance under our 2007 $toektive Plan to 31,142,858, effective upon tlesiog of this offering.

Registration Rights

Pursuant to shareholders agreements, wedranted certain members of our management aed stlareholders the right to cause u
certain instances, at our expense, to file redgistrastatements under the Securities Act cover@isgles of our common stock held by them or
to piggyback on such registration statements itagecircumstances. These shares will represempajpately 90.0% of our outstanding
common stock after this offering, or 88.5% if thederwriters exercise their option to purchase amttht shares in full. These shares also may
be sold under Rule 144 under the Securities Agtedding on their holding period and subject torigtsdns in the case of shares held by
persons deemed to be our affiliates.

For a description of rights some holdersahmon stock have to require us to register tlaeeshof common stock they own, see "Ce
Relationships and Related Party Transactions—Ralgitiips with Investors—Registration Rights Agreetien
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UNITED STATES FEDERAL INCOME AND ESTATE TAX CONSEQU ENCES
TO NON-U.S. HOLDERS

The following is a summary of the matetimited States federal income and estate tax coesegs of the purchase, ownership and
disposition of our common stock as of the date dfeexcept where noted, this summary deals only witmmon stock that is held as a
capital asset by a non-U.S. holder.

A "non-U.S. holder" means a beneficial omoleour common stock that is not, for United Ssdiederal income tax purposes, any of the
following:

. an individual citizen or resident of the United t8&

. a corporation (or any other entity treated as aa@tion for United States federal income tax pag®) created or organized in
or under the laws of the United States, any staeedf or the District of Columbia;

. a partnership (including any entity or arrangentegdted as a partnership for United States fedlerame tax purposes);
. an estate the income of which is subject to Un8tades federal income taxation regardless of iisc&0 or
. atrustifit (1) is subject to the primary supsign of a court within the United States and onmore United States persons

have the authority to control all substantial diecis of the trust or (2) has a valid election ifeef under applicable United
States Treasury regulations to be treated as &d)Sitates person.

This summary is based upon provisions efltltiernal Revenue Code of 1986, as amended (tbé€'q, and regulations, rulings and
judicial decisions as of the date hereof. Thoshaittes may be changed, perhaps retroactivelgsso result in United States federal incc
and estate tax consequences different from thasenswized below. This summary does not addressp#as of United States federal
income and estate taxes and does not deal witlgfgrstate, local or other tax considerations thay be relevant to non-U.S. holders in light
of their particular circumstances. In additiorddtes not represent a detailed description of thieediStates federal income tax consequences
applicable to you if you are subject to speciahtimgent under the United States federal incomeatas (including if you are a United States
expatriate, "controlled foreign corporation,” "passforeign investment company" or a partnershiptber pass-through entity for United
States federal income tax purposes). We cannoteagsu that a change in law will not alter sigrafitly the tax considerations that we
describe in this summary.

If a partnership (including any entity eramgement treated as a partnership for UnitedeSfateral income tax purposes) holds our
common stock, the tax treatment of a partner vefierally depend upon the status of the partnettemdctivities of the partnership and upon
certain determinations made at the partner lef/gbu are a partner of a partnership holding ouniemn stock, you should consult your tax
advisors.

If you are considering the purchase of our commontgck, you should consult your own tax advisors comening the particular
United States federal income and estate tax consesnces to you of the ownership and disposition of éncommon stock, as well as the
consequences to you arising under the laws of anther applicable taxing jurisdiction, in light of your particular circumstances.

Dividends

Dividends paid to a non-U.S. holder gergnalll be subject to withholding of United Statisleral income tax at a 30% rate, or such
lower rate as may be specified by an applicablermetax
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treaty, of the gross amount of the dividends pdlvever, dividends that are effectively connectéith the conduct of a trade or business
non-U.S. holder within the United States (andeduired by an applicable income tax treaty, amgbatable to a United States permanent
establishment of the non-U.S. holder) are not sulijethe withholding tax, provided certain cedétion and disclosure requirements are
satisfied. Instead, such dividends are subjectrtited States federal income tax on a net incomis lrashe same manner as if the non-U.S.
holder were a United States person as defined uhdetode. Any such effectively connected divideratived by a foreign corporation n
be subject to an additional "branch profits taxa &0% rate or such lower rate as may be spedifieath applicable income tax treaty.

A non-U.S. holder of our common stock whishes to claim the benefit of an applicable treatg and avoid backup withholding, as
discussed below, for dividends will be requiredt@ayomplete Internal Revenue Service Form W-8B&Nbther applicable form) and certify
under penalty of perjury that such holder is nblnited States person as defined under the Codéadigible for treaty benefits or (b) if our
common stock is held through certain foreign intedraries, to satisfy the relevant certificationuiegments of applicable United States
Treasury regulations. Special certification anceottequirements apply to certain non-U.S. holdeas are pass-through entities rather than
corporations or individuals.

A non-U.S. holder of our common stock dligifor a reduced rate of United States withholdargpursuant to an income tax treaty may
obtain a refund of any excess amounts withheldrbgly filing an appropriate claim for refund withe United States Internal Revenue
Service.

Gain on Disposition of Common Stock

Any gain realized by a non-U.S. holder loa dlisposition of our common stock generally wit be subject to United States federal
income tax unless:

. the gain is effectively connected with a trade asibess of the non-U.S. holder in the United Stgted, if required by an
applicable income tax treaty, is attributable tdrated States permanent establishment of the n&hfuwblder);

. the non-U.S. holder is an individual who is presarthe United States for 183 days or more in éxable year of that
disposition, and certain other conditions are roet;

. we are or have been a "United States real propettling corporation” for United States federal imetax purposes at any
time during the shorter of the five-year periodiagdn the date of the disposition or the pericat the non-U.S. holder held
our common stock.

In the case of a non-U.S. holder descrihele first bullet point immediately above, thergwill be subject to United States federal
income tax on a net income basis in the same mawiéthe non-U.S. holder were a United Statesqgens defined under the Code (unless
an applicable income tax treaty provides otherwige)l a norld.S. holder that is a foreign corporation may bigiesct to the branch profits t
equal to 30% of its effectively connected earniagd profits or at such lower rate as may be sgethiy an applicable income tax treaty. In
the case of an individual non-U.S. holder describettie second bullet point immediately above, gx@s otherwise provided by an
applicable income tax treaty, the gain, which mayfiset by United States source capital lossdsbwisubject to a flat 30% tax even though
the individual is not considered a resident ofltinéted States under the Code.

We believe we are not and do not anticipaieoming a "United States real property holdingomtion” for United States federal
income tax purposes.
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Federal Estate Tax

Our common stock that is owned (or trea@gdwned) by an individual who is not a citizemegident of the United States (as specially
defined for United States federal estate tax pugpat the time of death will be included in suantlividual's gross estate for United States
federal estate tax purposes, unless an applicatdéeeor other tax treaty provides otherwise, #metefore, may be subject to United States
federal estate tax.

Information Reporting and Backup Withholding

We must report annually to the United Stdteernal Revenue Service and to each non-U.8ehtthe amount of dividends paid to such
holder and the tax withheld with respect to sucshddinds, regardless of whether withholding was iregu Copies of the information returns
reporting such dividends and withholding may alsatade available to the tax authorities in the tgun which the non-U.S. holder resides
under the provisions of an applicable income taatyr or agreement.

A non-U.S. holder will be subject to backuiphholding on dividends paid to such holder uslesch holder certifies under penalty of
perjury that it is a non-U.S. holder (and the pajoes not have actual knowledge or reason to khawstch holder is a United States person
as defined under the Code), or such holder otheressablishes an exemption.

Information reporting and, depending ong¢hlieumstances, backup withholding will apply te throceeds of a sale of our common stock
within the United States or conducted through ¢efthnited States-related financial intermediarigdess the beneficial owner certifies under
penalty of perjury that it is a non-U.S. holderdahe payor does not have actual knowledge or remsknow that the beneficial owner is a
United States person as defined under the Codsyabr owner otherwise establishes an exemption.

Any amounts withheld under the backup witding rules may be allowed as a refund or a craghtinst a non-U.S. holder's United
States federal income tax liability provided thguieed information is timely furnished to the Unit8tates Internal Revenue Service.
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UNDERWRITING

Citigroup Global Markets Inc., Goldman, Ba& Co., KKR Capital Markets LLC, Merrill Lynch,i&ce, Fenner & Smith Incorporated
and J.P. Morgan Securities Inc. are acting as fmok-running managers for the offering and asesgmtatives of the underwriters named
below. We, the selling shareholder and the reptatigas have entered into an underwriting agreeméhtrespect to the shares being
offered. Subject to certain conditions, each undiéggwnamed below has severally agreed to purchadeve and the selling shareholder have
agreed to sell the number of shares indicateddridtowing table.

Underwriter Number of Shares
Citigroup Global Markets Inc 7,502,001
Goldman, Sachs & Cc 7,502,001
KKR Capital Markets LLC 7,502,001
Merrill Lynch, Pierce, Fenner & Smith

Incorporate 3,410,001
J.P. Morgan Securities Int 3,410,001
Barclays Capital Inc 1,705,00!
Wells Fargo Securities, LL! 1,705,00!
Deutsche Bank Securities In 682,00(
HSBC Securities (USA) Inc 682,00(

Tote 34,100,00

The underwriters are committed to take jgawd for all of the shares of common stock beingrefd, if any are taken, other than the sh
covered by the option described below unless atitithis option is exercised.

If the underwriters sell more shares of own stock than the total number set forth in tidetabove, the underwriters have an option to
buy up to an additional 5,115,000 shares from éfleng shareholder. They may exercise that opt@r8D days. If any shares are purchased
pursuant to this option, the underwriters will s@g purchase shares in approximately the sampgption as set forth in the table above.

The following table shows the per share tatal underwriting discounts and commissions t@aiel to the underwriters by us and the
selling shareholder. Such amounts are shown asguooith no exercise and full exercise of the undiéeva’ option to purchase 5,115,000
additional shares.

Paid by the Paid by the Selling Shareholder
Company No Exercise Full Exercise
Per Shart $ 1207t $ 1207t $ 1.207¢
Total $27,410,25 $13,765,50 $19,941,86

Shares sold by the underwriters to theipwhil initially be offered at the initial publioffering price set forth on the cover of this
prospectus. Any shares sold by the underwritesgtarrities dealers may be sold at a discount o $®.7245 per share from the initial pul
offering price. If all the shares are not soldhet initial public offering price, the representavmay change the offering price and the other
selling terms. The offering of the shares by théamvriters is subject to receipt and acceptancesabgkct to the underwriters' right to reject
any order in whole or in part.

We, our executive officers and directong, $elling shareholder and the Investors (throbgir tnvestment in Parent) each have agreed
with the underwriters, not to dispose of or hedgg @f our respective shares of common stock orrégezsiconvertible into or exchangeable
for shares of common stock during the period fromdate of this prospectus continuing through tite d80 days after the date of this
prospectus, except with the prior written consdrmach of Citigroup Global Markets Inc., GoldmaagcBs & Co. and
KKR Capital Markets LLC. The Company understanas titigroup Global
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Markets Inc., Goldman, Sachs & Co. and KKR Capartkets LLC do not have any pre-established coofitito waiving the terms of the
lock-up agreements and that they grant waivers aftaluating the unique facts and circumstancesaoh individual's or entity's request for
such a waiver.

The 180-day restricted period describeithénpreceding paragraph will be automatically edézhif (to the extent that the applicable
FINRA, NASD and NYSE rules that restrict any undetsv from publishing or distributing a researcpae in connection with the expiration
of such 180-day period remain in effect): (1) dgrihe last 17 days of the 180-day restricted pesiedssue an earnings release or announce
material news or a material event; or (2) prioth® expiration of the 180-day restricted period,amaounce that we will release earnings
results during the 15-day period following the lday of the 180-day period, in which case the ie&ins described in the preceding
paragraph will continue to apply until the expioatiof the 18-day period beginning on the issuarfidbeoearnings release or the
announcement of the material news or material event

At our request, the underwriters are rasgrup to 1,705,000 shares of common stock for aiike initial public offering price to our
directors, officers and employees and certain persdho are otherwise associated with us througheatdd share program. The number of
shares of common stock available for sale to tmege public in the public offering will be reductmithe extent these persons purchase thes
reserved shares. Any shares not so purchasedendifered by the underwriters to the general putaithe same basis as other shares offerec
hereby. We have agreed to indemnify the admintaitthe directed share program against certabiliies and expenses relating to, arising
out of, or in connection with the directed sharegoam as well as liabilities caused by the failofreirected share program participants to pay
for and accept delivery of shares of common stokicivwere subject to a properly confirmed agreen@purchase.

After our 2007 merger and prior to the offg, there has been no public market for the sh@ensequently, the initial public offering
price has been negotiated among us and the repa&gen of the underwriters. Among the factorseéacbnsidered in determining the initial
public offering price of the shares, in additiorptevailing market conditions, will be our hist@i@erformance, estimates of our business
potential and earnings prospects, an assessmeut aianagement and the consideration of the atamtert in relation to market valuation
companies in related businesses. We cannot assurdigwever, that the price at which the sharekseil in the public market after this
offering will not be lower than the initial publaffering price or that an active trading markettia shares will develop and continue after this
offering.

Our common stock has been approved fangjsin the New York Stock Exchange under the syribd."

In connection with the offering, the unddtars may purchase and sell shares of common gtdtie open market in accordance with
Regulation M under the Securities Exchange ActS#4lwhere applicable. These transactions may iecirt sales, stabilizing transactions
and purchases to cover positions created by sal@s$.sShort sales involve the sale by the undezvsritf a greater number of shares than they
are required to purchase in the offering. "Covert sales are sales made in an amount not gtbhatethe underwriters' option to purch
additional shares from us in the offering. The unditers may close out any covered short positiprither exercising their option to
purchase additional shares or purchasing shatée iopen market. In determining the source of shimrelose out the covered short position,
the underwriters will consider, among other thirtps, price of shares available for purchase iroften market as compared to the price at
which they may purchase additional shares pursioahe option granted to them. "Naked" short satesany sales in excess of such option.
The underwriters must close out any naked shoitippdy purchasing shares in the open market. Kedahort position is more likely to be
created if the underwriters are concerned thaethey be downward pressure on the price of the acamstock in the open market after
pricing that could adversely affect investors whiwghase in the offering. Stabilizing transactionesist of
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various bids for or purchases of common stock niydiae underwriters in the open market prior todbmpletion of the offering.

The underwriters may also impose a peratty This occurs when a particular underwriter yep@ the underwriters a portion of the
underwriting discount received by it because tipeasentatives have repurchased shares sold by thref@account of such underwriter in
stabilizing or short covering transactions.

Purchases to cover a short position ardligiag transactions, as well as other purchagethé underwriters for their own accounts, r
have the effect of preventing or retarding a decimthe market price of our common stock, andttogrewith the imposition of the penalty
bid, may stabilize, maintain or otherwise affeat tharket price of the common stock. As a resudtgtice of the common stock may be
higher than the price that otherwise might exighimopen market. If these activities are commenitey may be discontinued at any time.
These transactions may be effected on the New $twkk Exchange, in the over-the-counter marketloeravise.

We estimate that our share of the totakesps of the offering, excluding underwriting disets, will be approximately $4.1 million.
Expenses of the offering exclude amounts payahisuaumt to our monitoring agreement.

We and the selling shareholder have agi@e@tlemnify the underwriters against certain lities under the Securities Act including
liabilities arising out of, or based upon certaiatarial misstatements or omissions. If we or tHingeshareholder are unable to provide this
indemnification, we or the selling shareholderapplicable, will contribute to payments the undétevs may be required to make because of
any of those liabilities.

KKR Capital Markets LLC was registered dwaker-dealer in September 2007. Since SeptentiEf, KKR Capital Markets LLC has
acted as an underwriter in three public equity roffgs.

Certain of the underwriters and their resipe affiliates have, from time to time, performad may in the future perform, various
financial advisory, investment banking, commerbahking and other services for us for which theyeieed or will receive customary fees
and expenses.

Furthermore, certain of the underwriterd Hreir respective affiliates may, from time to ¢éin@nter into arms-length transactions with us
in the ordinary course of their business.

Goldman, Sachs & Co. and KKR provide managyg and advisory services to us and our affiliptesuant to a monitoring agreement
with us and Parent executed in connection with28@7 merger. In connection with entering into thenitoring agreement, we and Parent
also entered into a separate indemnification agee¢mith Goldman, Sachs & Co. and KKR, pursuanlich we agreed to provide
customary indemnification to such parties and thffiliates. Upon the completion of this offeriqmyrsuant to our monitoring agreement, we
will pay a fee of approximately $64 million fromsfagenerated from operations to KKR and Goldmaoh&& Co. (which amount will
include a transaction fee equal to 1%, or approteiye5 million, of the estimated proceeds fronstbifering and approximately $59 million
in connection with its termination).

In connection with our 2007 merger, Goldp@achs & Co. and Citigroup Global Markets Inc. #malr affiliates participated in several
related transactions with us. Specifically, CitigooGlobal Markets Inc., Wells Fargo Securities, L{f@merly known as Wachovia Capital
Markets, LLC) and Goldman Sachs Credit Partners, lafraffiliate of Goldman, Sachs & Co., along waither institutions, served as joint
lead arranger and joint bookrunner with respedthéocredit agreements and related security and agreements consisting of (i) a
$2.3 billion senior secured term loan facility gfiyla senior secured asset-based revolving cfadility of up to $1.125 billion (the total
commitments under which are now $1.031 billion)lddwan Sachs Credit Partners L.P. and Wachovia Bdatipnal Association (an affilia
of Wells Fargo Securities, LLC) also served as @atibn agent and documentation agent, respectit@lyeach of the facilities. Citicorp
North America, Inc., a
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affiliate of Citigroup Global Markets Inc., servas administrative agent and collateral agent fersémior secured term loan facility. Wells
Fargo Retail Finance, LLC (an affiliate of Wellsr§a Securities, LLC) serves as the administratiyené and collateral agent for the senior
secured asset-based revolving credit facility. Irfies of several of the underwriters were, andbekeve continue to be, lenders under the
facilities. Also in connection with our 2007 mergéoldman, Sachs & Co. and Citigroup Global Markets, along with other institutions,

(i) acted as initial purchasers for our issuancthefNotes and (ii) provided financial advisoryvsees to, and received financial advisory fees
from us, the Investors and their affiliates. Wé&liggo Securities, LLC (formerly known as Wachovapital Markets, LLC) also acted as an
initial purchaser for our issuance of the Notesahy, in connection with our 2007 merger, we coet@tl a cash tender offer to purchase any
and all of our $200 million principal amount of &7/ 8 % Notes due June 2010. Goldman, Sachs & Co. astddaler manager and consent
solicitation agent for that tender offer.

Goldman, Sachs & Co. also is a countergargn amortizing interest rate swap totaling $@2fillion as of July 31, 2009, entered into
in connection with the senior secured term loailifacAn affiliate of Wells Fargo Securities, LL& counterparty on two interest rate hedge
transactions and a diesel fuel hedge transactian &gy 31, 2009. The first interest rate hedgesists of an amortizing $420.0 million
floating-to-fixed swap maturing July 2012. The settinterest rate hedge consists of a $150.0 miflmating-to-fixed swap maturing
February 2010. In addition, pursuant to our oblaat under the registration rights agreement, we fitked and maintain a "market-making"
prospectus in order to enable Goldman, Sachs &d@engage in market-making activities for the Notes

As a result of our 2007 merger, we arelssliary of Parent, a Delaware limited partnerstaptrolled by an affiliate of KKR. KKR has
a 98% economic interest in KKR Capital Markets Hudg L.P. which owns 100% of the equity intere$t&K IR Capital Markets LLC.
Affiliates of KKR, Goldman, Sachs & Co., Citigro@@obal Markets Inc., and other equity co-investmage an indirect interest in a
substantial portion of our capital stock througaitlinvestment in Parent and Buck Holdings, LLG,general partner and a Delaware limited
liability company controlled by KKR, and will comtiie to do so after this offering. Further, afféiatof Citigroup Global Markets Inc. and
Wells Fargo Securities, LLC have an indirect ing¢ia a portion of our capital stock through theirestments in a private equity fund
controlled by KKR which in turn indirectly has amdirect interest in our capital stock through itgdstment in Parent and Buck
Holdings, LLC. In connection with our 2007 mergeg entered into a registration rights agreemendyaumnt to which affiliates of KKR,
Goldman, Sachs & Co., Citigroup Global Markets laed certain other equity co-investors have thiet tig require us to register such
investors' shares of common stock with the SEG#e by them to the public, subject to certaintltidbns. Representatives of KKR and
GS Capital Partners VI Parallel, L.P. serve as nembf our Board of Directors. See "Certain Retathips and Related Party Transactions—
Relationships with the Investors."

Affiliates of several of the underwriterslth the Notes, some of which may be retired wigiodion of the net proceeds from this
offering. As a result, some of the underwritershair affiliates may receive part of the proceefithe offering by reason of the redemption of
Notes held by them. Some of the underwriters \eitleive a portion of the special dividend we angitégpaying prior to this offering by virtt
of their direct or indirect holdings of our capisibck. The dividend will be paid with cash genedafirom operations.

Conflict of Interest

Goldman, Sachs & Co. and KKR Capital MaskdtC and/or their respective affiliates each ottmqugh their investment in Parent) in
excess of 10% of our issued and outstanding constumk, and may therefore be deemed to be ourigaéfd" and to have a "conflict of
interest" with us within the meaning of NASD ContdRule 2720 ("Rule 2720") of the Financial IndusRggulatory Authority, Inc.
Therefore, this offering will be conducted in aatamce with Rule 2720, which requires that a quadiindependent underwriter ("QIU") as
defined in Rule 2720 participate in the
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preparation of the registration statement of witigh prospectus forms a part and perform its ustzaidard of due diligence with respect
thereto. J.P. Morgan Securities Inc. has agreadttas QIU for this offering. We have agreed teemdify J.P. Morgan Securities Inc. against
certain liabilities incurred in connection with gt as QIU for this offering, including liabilitiasnder the Securities Act.

Goldman, Sachs & Co. and KKR provide managr@ and advisory services to us and our affiliptesuant to a monitoring agreement
with us and Parent executed in connection with28@7 merger. Upon the completion of this offeripgrsuant to our monitoring agreement,
we will pay a fee of approximately $64 million frorash generated from operations to KKR and Goldi8anhs & Co. (which amount will
include a transaction fee equal to 1%, or approtetg&5 million, of the estimated proceeds fronstbifering and approximately $59 million
in connection with its termination). The servicesyided by KKR and Goldman, Sachs & Co. under tlmitoring agreement have included
(i) corporate finance advice, (ii) recruitment awhluation of senior management, (iii) developnuodrdtrategic initiatives, and (iv) other
management, consulting and financial servicesuding (a) the analyses of management's budgetmajat capital expenditures, (b) the
review of management's financial projections andrcial reports, (c) negotiation and analysesrafrfcing alternatives, and (d) monitoring
debt service and other financial metrics.

European Economic Area

In relation to each Member State of theopean Economic Area which has implemented the Boigp Directive (each, a Relevant
Member State), each underwriter has representedgneed that with effect from and including theedan which the Prospectus Directive is
implemented in that Relevant Member State (the\Relelmplementation Date) it has not made andndtlmake an offer of shares to the
public in that Relevant Member State prior to thélcation of a prospectus in relation to the skavbich has been approved by the
competent authority in that Relevant Member Statevbere appropriate, approved in another ReleMemhber State and notified to the
competent authority in that Relevant Member Sttén accordance with the Prospectus Directiveegk that it may, with effect from and
including the Relevant Implementation Date, makeféer of shares to the public in that Relevant Nb@mState at any time:

(a) to legal entities which are authadipe regulated to operate in the financial marketsf not so authorized or regulated,
whose corporate purpose is solely to invest in 1$&es]

(b) to any legal entity which has twonoore of (1) an average of at least 250 employe#dsglthe last financial year; (2) a total
balance sheet of more than €43,000,000 and (3h@uainet turnover of more than €50,000,000, agvatio its last annual or
consolidated accounts;

(c) to fewer than 100 natural or legaispes (other than qualified investors as definethéinProspectus Directive) subject to
obtaining the prior consent of the representatigesny such offer; or

(d) in any other circumstances which donrequire the publication by the Company of a pexsus pursuant to Article 3 of the
Prospectus Directive.

For the purposes of this provision, theregpion an "offer of shares to the public” in rielato any shares in any Relevant Member State
means the communication in any form and by any meésufficient information on the terms of theesflind the shares to be offered so ¢
enable an investor to decide to purchase or siestiie shares, as the same may be varied in thatdRé Member State by any measure
implementing the Prospectus Directive in that Refe\Member State and the expression Prospectustd@aneans Directive 2003/71/EC
and includes any relevant implementing measuradh &elevant Member State.

United Kingdom

This prospectus is only being distributedand is only directed at, persons in the Unitéthom that are qualified investors within the
meaning of Article 2(1)(e) of the Prospectus Dinexthat are also (i) investment professionalsrfglivithin Article 19(5) of the Financial
Services and
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Markets Act 2000 (Financial Promotion) Order 208t ("Order") or (ii) high net worth entities, anther persons to whom it may lawfully
communicated, falling within Article 49(2)(a) to)(df the Order (each such person being referred ta "relevant person"). This prospectus
and its contents are confidential and should natisibuted, published or reproduced (in wholéopart) or disclosed by recipients to any
other persons in the United Kingdom. Any persothanUnited Kingdom that is not a relevant persasusihnot act or rely on this document
or any of its contents.

France

Neither this prospectus nor any other agffgmaterial relating to the shares describedimhospectus has been submitted to the
clearance procedures of the Autorité des Marchéarieiers or of the competent authority of anotheminer state of the European Economic
Area and notified to the Autorité des Marchés Faiars. The shares have not been offered or soldvdlhdot be offered or sold, directly or
indirectly, to the public in France. Neither thi®gpectus nor any other offering material relatm¢ghe shares has been or will be:

. released, issued, distributed or caused to besede#ssued or distributed to the public in Fraoce;

. used in connection with any offer for subscript@rsale of the shares to the public in France.

. Such offers, sales and distributions will be madErance only:

. to qualified investors (investisseurs qualifiésfl/an to a restricted circle of investors (cerclstreint d'investisseurs), in each

case investing for their own account, all as defime and in accordance with articles L.411-2, 041 D.411-2, D.734-1,
D.744-1, D.754-1 and D.764-1 of the French Codeétaire et financier;

. to investment services providers authorized to gaga portfolio management on behalf of third pestior

. in a transaction that, in accordance with artick1l1-2-11-1°-or-2°-or 3° of the French Code monégadt financier and
article 211-2 of the General Regulations (Reéglen@gmiéral) of the Autorité des Marchés Financiesgsthot constitute a
public offer (appel public a I'épargne).

The shares may be resold directly or iradliye only in compliance with articles L.411-1, 1.%-2, L.412-1 and L.621-8 through L.62138-
of the French Code monétaire et financier.

Hong Kong

The shares may not be offered or sold bgma®f any document other than (i) in circumstandgish do not constitute an offer to the
public within the meaning of the Companies Ordire(€ap.32, Laws of Hong Kong), or (ii) to "profemsal investors" within the meaning
the Securities and Futures Ordinance (Cap.571, lohw®ng Kong) and any rules made thereunder,jipi{iother circumstances which do
not result in the document being a "prospectushiwithe meaning of the Companies Ordinance (Cap®2s of Hong Kong), and no
advertisement, invitation or document relatinghte $hares may be issued or may be in the possedsaoy person for the purpose of issue
(in each case whether in Hong Kong or elsewherbigiwis directed at, or the contents of which #cely to be accessed or read by, the pt
in Hong Kong (except if permitted to do so under ldws of Hong Kong) other than with respect tarebavhich are or are intended to be
disposed of only to persons outside Hong Kong ¢y tim"professional investors" within the meanirfglee Securities and Futures Ordinance
(Cap. 571, Laws of Hong Kong) and any rules madeeiinder.

Singapore

This prospectus has not been registeredoasspectus with the Monetary Authority of Singapd\ccordingly, this prospectus and any
other document or material in connection with tfferoor sale, or invitation for subscription or phase, of the shares may not be circulats
distributed, nor may the shares be offered or swithe made the subject of an invitation for suipsiom or purchase, whether directly or
indirectly, to persons in Singapore other thanq(in institutional investor under
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Section 274 of the Securities and Futures Act, @dB9 of Singapore (the "SFA"), (ii) to a reletzparrson, or any person pursuant to
Section 275(1A), and in accordance with the coadgj specified in Section 275 of the SFA or (itherwise pursuant to, and in accordance
with the conditions of, any other applicable prasisof the SFA.

Where the shares are subscribed or purdhaster Section 275 by a relevant person whicfajsa corporation (which is not an
accredited investor) the sole business of whidh hold investments and the entire share capitalta€h is owned by one or more individui
each of whom is an accredited investor; or (buattfwhere the trustee is not an accredited investioose sole purpose is to hold investm:
and each beneficiary is an accredited investoreshaebentures and units of shares and debewfuttest corporation or the beneficiaries'
rights and interest in that trust shall not be ¢farable for 6 months after that corporation ot thast has acquired the shares under
Section 275 except: (1) to an institutional investoder Section 274 of the SFA or to a relevans@eror any person pursuant to Section 275
(1A), and in accordance with the conditions, spedifn Section 275 of the SFA; (2) where no consitlen is given for the transfer; or (3) by
operation of law.

Japan

The shares offered in this prospectus madeen registered under the Securities and Exgehaaw of Japan. The shares have not been
offered or sold and will not be offered or soldedtly or indirectly, in Japan or to or for the aoat of any resident of Japan, (which term as
used herein means any person resident in Japandimg any corporation or other entity organizedemthe laws of Japan) or to others for re-
offering or resale, directly or indirectly, in Japar to a resident of Japan, except (i) pursuaahtexemption from the registration
requirements of the Securities and Exchange Law(igrid compliance with any other applicable reguments of the Financial Instruments
and Exchange Law and any other applicable lawsilatigns and ministerial guidelines of Japan.

Switzerland

This document as well as any other mategiaking to the shares which are the subject®btifering contemplated by this Prospectus
(the "Shares") do not constitute an issue prospgaiusuant to Article 652a of the Swiss Code ofigaiblons. The Shares will not be listed on
the SWX Swiss Exchange and, therefore, the docwsweldting to the Shares, including, but not limite, this document, do not claim to
comply with the disclosure standards of the listinigs of SWX Swiss Exchange and correspondingpaasis schemes annexed to the listing
rules of the SWX Swiss Exchange.

The Shares are being offered in Switzerland/ay of a private placement, i.e. to a small hanof selected investors only, without any
public offer and only to investors who do not puash the Shares with the intention to distributenthe the public. The investors will be
individually approached by the Company from timéitoe.

This document as well as any other mateeiaking to the Shares is personal and confideartid do not constitute an offer to any other
person. This document may only be used by thosestovs to whom it has been handed out in connewtittmthe offering described herein
and may neither directly nor indirectly be distitiedi or made available to other persons withoutesgconsent of the Company. It may nc
used in connection with any other offer and shaparticular not be copied and/or distributed ® plublic in (or from) Switzerland.

Dubai International Financial Centre

This document relates to an exempt offexdoordance with the Offered Securities Rules eD@hbai Financial Services Authority. This
document is intended for distribution only to persof a type specified in those rules. It mustbedelivered to, or relied on by, any other
person. The Dubai Financial Services Authority hasesponsibility for reviewing or verifying any claments in connection with exempt
offers. The Dubai Financial Services Authority nas approved this document nor taken steps toyw#ré information set out in it, and has
no responsibility for it. The shares which are shbject of the offering contemplated by this Praspe (the "Shares") may be illiquid and/or
subject to restrictions on their resale.

Prospective purchasers of the Shares affféneuld conduct their own due diligence on ther&hdf you do not understand the contents
of this document you should consult an authorigeahtcial adviser.
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LEGAL MATTERS

The validity of our common stock offereddtey will be passed upon for us by Baker, Donel&sarman, Caldwell & Berkowitz, PC,
Nashville, Tennessee. Certain other legal matteging to this offering will be passed upon forlysSimpson Thacher & Bartlett LLP, Ne
York, New York. Certain legal matters relating histoffering will be passed upon for the underwstby Fried, Frank, Harris, Shriver &
Jacobson LLP, New York, New York. Certain partngfrSimpson Thacher & Bartlett LLP, members of theBpective families, related
persons and others have an indirect interest, giirdimited partnerships that are investors in fuafftiated with KKR, in less than 1% of our
common stock.

EXPERTS

The consolidated financial statements ofdd@eneral Corporation at January 30, 2009 (Sasm® and February 1, 2008 (Successor),
and for the year ended January 30, 2009 (Succesiseperiods from March 6, 2007 to February 1,82 uccessor) and from February 3,
2007 to July 6, 2007 (Predecessor), and the yaldeRebruary 2, 2007 (Predecessor), appearingsifPtbspectus and Registration Stater
have been audited by Ernst & Young LLP, independegistered public accounting firm, as set fortlhieir report thereon appearing
elsewhere herein, and are included in reliance gpah report given on the authority of such firmegperts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exgf@Commission a registration statement on Forn{Regjistration No. 333-161464) under
the Securities Act with respect to the common stfééred in this prospectus. This prospectus iara @f the registration statement and does
not contain all of the information set forth in thegjistration statement. For further informatiomatous and our common stock, you should
refer to the registration statement. This prospestummarizes material provisions of contracts @ahdralocuments to which we refer you.
Since the prospectus may not contain all of therinftion that you may find important, you shouldiegv the full text of these contracts and
other documents. We have included or incorporayectference copies of these documents as exhibdsrtregistration statement.

We file annual, quarterly and special répand other information with the SEC. Our filinggh the SEC are available to the public on
the SEC's website attp://www.sec.govThose filings are also available to the publicooin corporate web site at
http://www.dollargeneral.comThe information we file with the SEC or contair@mdour corporate web site or any other web s#é\tre may
maintain is not part of this prospectus, any progpesupplement or the registration statement aclwthis prospectus is a part. You may also
read and copy, at SEC prescribed rates, any doduneefile with the SEC, including the registratistatement (and its exhibits) of which this
prospectus is a part, at the SEC's Public ReferBooen located at 100 F Street, N.E., Washington R0549. You can call the SEC at 1-
800-SEC-0330 to obtain information on the operatibthe Public Reference Room.

We also intend to provide our shareholdétls annual reports containing financial statementdited by our independent auditors.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Dollar General Corporation

We have audited the accompanying conselidbalance sheets of Dollar General Corporationsabdidiaries as of January 30, 2009
(Successor) and February 1, 2008 (Successor) hanelated consolidated statements of operatitiasebolders' equity, and cash flows for
the year ended January 30, 2009 (Successor), tleelpérom March 6, 2007 to February 1, 2008 (Sasog) and from February 3, 2007 to
July 6, 2007 (Predecessor), and the year endedi&sti2, 2007 (Predecessor). These financial stattnage the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on these financial statements basedr audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. We were not engaged to perform a @fuithe Company's internal control over financigporting. Our audits included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company's internal contr@rdinancial reporting. Accordingly, we
express no such opinion. An audit also includesrixiag, on a test basis, evidence supporting thewents and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementg@aadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of
Dollar General Corporation and subsidiaries at dan80, 2009 (Successor) and February 1, 2008 €S80c), and the consolidated results of
their operations and their cash flows for the yaated January 30, 2009 (Successor), the perioasNtarch 6, 2007 to February 1, 2008
(Successor) and from February 3, 2007 to July 872Z@redecessor), and the year ended Februand2,(Pdedecessor), in conformity with
U.S. generally accepted accounting principles.

As discussed in Notes 1 and 5 to the cadesigld financial statements, effective Februar®(®)7, the Company changed its method of
accounting for uncertain tax positions in connettioth the adoption of FASB Interpretation No. 48ccounting for Uncertainty in Income
Taxes".

/sl ERNST & YOUNG LLF

Nashville, Tennesse
March 24, 2009, except for Note 1, regarding then@Gany's
reverse stock split as to which the date is Octd2e2009
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands except per share amounts)

Successor
January 30, February 1,
2009 2008

ASSETS
Current asset:

Cash and cash equivalel $ 377,99 $ 100,20¢

Shor-term investment — 19,61

Merchandise inventorie 1,414,95' 1,288,66:

Income taxes receivab 6,392 32,50:

Deferred income taxe 4,60( 17,29;

Prepaid expenses and other current a: 66,18: 59,46¢

Total current asse 1,870,122 1,517,74
Net property and equipme 1,268,961  1,274,24!
Goodwill 4,338,58'  4,344,93I
Intangible assets, n 1,325,55/ 1,370,55
Other assets, n 85,96 148,95!
Total asset $8,889,19' $8,656,43
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Current portion of lon-term obligations $ 1415¢ $  3,24¢

Accounts payabl 678,42: 551,04(

Accrued expenses and ot} 375,04! 300,95t

Income taxes payab 7,611 2,99¢

Total current liabilities 1,075,23 858,24
Long-term obligations 4,122,951  4,278,75!
Deferred income taxe 556,10: 486,72!
Other liabilities 289,28 319,71
Commitments and contingenci
Redeemable common sto 13,92 9,12
Shareholders' equit

Preferred stock, 1,000 shares author — —

Common stock; $0.875 par value, 1,000,000 sharte®ared, 317,845 and 317,418 shares issued and

outstanding at January 30, 2009 and February 18,2@6pectively 278,11 277,74

Additional paic-in capital 2,489,64  2,480,06:

Retained earnings (Accumulated defi 103,36 (4,819

Accumulated other comprehensive |i (39,430 (49,117

Total shareholders' equi 2,831,690 2,703,87.
Total liabilities and shareholders' equ $8,889,19' $8,656,43.

The accompanying notes are an integral part of¢insolidated financial statements.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands except per share amounts)

Successor Predecessor
February 3, 2007
For the year March 6, 2007 For the year
ended through through ended
January 30, 200!  February 1, 2008(a July 6, 2007 February 2, 2001

Net sales $ 10,45766 $ 5,571,490 $ 3,923,75. $ 9,169,822
Cost of goods sol 7,396,57. 3,999,59! 2,852,171 6,801,61
Gross profit 3,061,09 1,571,89. 1,071,57! 2,368,20!
Selling, general and administrative expel 2,448,61. 1,324,50i 960,93( 2,119,92!
Litigation settlement and related costs, 32,00( — — —
Transaction and related co — 1,24: 101,39° —
Operating profit 580,48t 246,14 9,24¢ 248,27t
Interest incom (3,067 (3,799 (5,04¢) (7,002)
Interest expens 391,93. 252,89 10,29¢ 34,91t
Other (income) expen: (2,789 3,63¢ —
Income (loss) before income tax 194,40: (6,597%) 3,99t 220,36
Income tax expense (benel 86,22 (1,775 11,99: 82,42(
Net income (loss $ 108,18. $ 4,819 $ (7,99¢) $ 137,94
Earnings (loss) per shai

Basic $ 032 $ (0.02)

Diluted $ 03¢ % (0.02)
Weighted average shar¢

Basic 317,02: 316,77

Diluted 317,50: 316,77

(@) Includes the results of operations of Buck AcqigsitCorp. for the period prior to its Merger withdainto Dollar General Corporation
from March 6, 2007 (its formation) through July2807 (reflecting the change in fair value of ingtnate swaps), and the post-Merger
results of Dollar General Corporation for the pdrimom July 7, 2007 through February 1, 2008. Se&e8l1 and 2.

The accompanying notes are an integral part of¢imsolidated financial statements.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(In thousands except per share amounts)

Retained Accumulated
Common Additional Earnings Other Other
Common (Accumulated Comprehensive Shareholders
Stock Paid-in
Shares Stock Capital Deficit) Loss Equity Total

Predecessor Balances, February 3, Z 315,67¢ $157,84( $ 462,38. $ 1,106,116/ $ 794) $ (4,799 $1,720,79!
Comprehensive incom

Net income — — — 137,94 — — 137,94

Reclassification of net loss on derivatiy — — — — 18¢ — 18¢
Comprehensive incomnr 138,13:
Cash dividends, $0.20 per common st — — — (62,477) — — (62,477)
Issuance of common stock under stock incentives 1,572 78€ 19,10¢ — — — 19,89¢
Tax benefit from sha-based paymen — — 2,51 — — — 2,51
Repurchases of common stc (4,487%) (2,247 — (77,705 — — (79,94°)
Reversal of unearned compensation upon adopti®@FaiS 123(R) (see

Note 10) (364) (182) (4,997 — — 5,17¢ —
Shar-based compensation expel — — 7,57¢ — — — 7,57¢
Vesting of restricted stock and restricted stocits. 14¢ 75 (75) — — — —
Transition adjustment upon adoption of SFAS — — — — (381) — (38))
Other equity transactior (11€) (59 (365) 20 — 40 (364)
Predecessor Balances, February 2, Z 312,43t $156,21¢ $ 486,14 $ 1,103,955 $ 987 $ 42C $1,745,74
Adoption of FIN 48 — — — (8,917) — — (8,917)
Predecessor Balances as adjusted, February 2, 312,43t 156,21¢ 486,14! 1,095,03. (987) 42C 1,736,83!
Comprehensive incom

Net loss — — — (7,99¢) — — (7,99¢)

Reclassification of net loss on derivatiy — — — — 76 — 76
Comprehensive los — — — — — — (7,929)
Cash dividends, $0.05 per common st — — — (15,710 — — (15,710
Issuance of common stock under stock incentiveg 2,49¢ 1,24¢ 40,29+ — — — 41,54
Tax benefit from stock option exercis — — 3,927 — — — 3,927
Shar-based compensation expel — — 45,45¢ — — — 45,45¢
Vesting of restricted stock and restricted stocits. 12€ 63 (63) — — — —
Other equity transactior (28) (13) (580) (48) — 7 (634)
Elimination of Predecessor equity in connectiorhvliterger (see Notes 1 a

2) (315,030 (157,519 (575,18) (1,071,27i) 911 (427 (1,803,49)
Predecessor Balances subsequent to Mt — % — % — 3 — 3 — 3 — =
Successor capital contribution, 1 316,59. $277,01¢ $2,476,95 $ — 3% —  $ —  $2,753,97
Comprehensive los

Net loss — — — (4,81 — — (4,81

Unrealized net loss on hedged transact — — — — (49,117 — (49,117)
Comprehensive los (53,93()
Issuance of common stock under stock incentives 32¢ 287 (287) — — — —
Issuance of restricted common stock under stoadrntiee plans 50¢ 44t (445) — — — —
Repurchases of common stc (20) 9) 9 — — — —
Shar-based compensation expel — — 3,827 — — — 3,821
Successor Balances, February 1, 2 317,41¢ $ 277,74, $2,480,06. $ (4,818 $ (49,119 $ — $2,703,87
Comprehensive incom

Net income — — — 108,18: — — 108,18:

Unrealized net gain on hedged transact — — — — 9,68: — 9,68:
Comprehensive incomr 117,86
Issuance of common stock under stock incentiveg 484 423 (423 — — — —
Repurchases of common stc (57) (50) 50 — — — —
Shar-based compensation expel — — 9,95¢ — — — 9,95¢
Successor Balances, January 30, 2 317,84! $278,11: $2,489,64 $ 103,36: $ (39,430 $ — $2,831,69

The accompanying notes are an integral part of¢insolidated financial statements.

F-5




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Successor Predecessor
For the year For the year
March 6, 2007 February 3,
ended ended
January 30, through 2007 February 2,
February 1, through
2009 2008(a) July 6, 2007 2007
Cash flows from operating activitie
Net income (loss $ 108,18: $ (4819 $ (7,999 $ 137,94
Adjustments to reconcile net income (loss) to reshcprovided by operating activitie
Depreciation and amortizatic 247,89¢ 150,21 83,917 200,60¢
Deferred income taxe 73,43¢ 19,55! (20,879 (38,219
Tax benefit of stock optior (95C) — (3,929) (2,513
Noncash inventory adjustments and asset impairn 50,67: 6,112 — 76,59¢
Noncash sha-based compensatic 9,95¢ 3,827 45,43 7,57¢
Other noncash gains and los 2,43¢ 5,62¢ 5,09¢ 5,82(
Change in operating assets and liabilit
Merchandise inventorie (173,01 73,35¢ 16,42 (26,54))
Prepaid expenses and other current a (59€) 3,73¢ (6,18¢) (5,417)
Accounts payabl 140,35¢ (41,395 34,79 53,54«
Accrued expenses and other liabilit 68,73¢ 16,06! 52,99 38,35
Income taxe: 33,98¢ 7,34¢ 2,80¢ (35,165
Other 14,08 84 (541) (7,240
Net cash provided by operating activit 575,17¢ 239,60 201,94¢ 405,35’
Cash flows from investing activitie
Merger, net of cash acquir — (6,738,39) — —
Purchases of property and equipm (205,54¢) (83,647 (56,157) (261,519
Purchases of sheterm investment (9,909 (3,800 (5,100 (49,67%)
Sales of sho-term investment 61,547 21,44* 9,50¢ 51,52t
Purchases of lor-term investment — (7,477 (15,759 (25,75¢6)
Purchase of promissory not — (37,049 — —
Sale and insurance proceeds related to propertg@uiggmen 1,26¢ 533 62C 3,451
Net cash used in investing activiti (152,63¢) (6,848,37) (66,887) (281,969
Cash flows from financing activitie
Issuance of common stor 4,22¢ 2,759,541 — —
Net borrowings (repayments) under revolving créatility (102,50() 102,50( — —
Issuance of lor-term obligations — 4,176,81 — —
Repayments of lor-term obligations (44,42%) (241,949 (4,500 (14,119
Debt issuance cos — (87,397 — (584)
Payment of cash dividen — — (15,710 (62,477)
Exercises (repurchases) of stock opti (2,51)) — 41,54¢ 19,89«
Repurchases of common stc (49€) (54)) — (79,94Y)
Tax benefit of stock optior 95C — 3,927 2,51
Net cash provided by (used in) financing activi (144,75¢) 6,708,97! 25,26: (134,719
Net increase (decrease) in cash and cash equis: 277,78t 100,20¢ 160,32 (11,32)
Cash and cash equivalents, beginning of pe 100,20¢ — 189,28t 200,60¢
Cash and cash equivalents, end of pe $ 377,99 $ 100,20¢ $ 349.61' $ 189,28
Supplemental cash flow informatic
Cash paid (received) fo
Interest $ 377,02. $ 226,73t $ 11,24¢ $ 24,18(
Income taxe: $ 7,091 % (30,579 $ 26,01z $ 155,82!
Supplemental schedule of noncash investing andding activities:
Purchases of property and equipment awaiting psicggor payment, included in Accounts payi $ 747 $ 20,44¢ $ 1354 $ 18,09«
Purchases of property and equipment under capiakl obligation $ 3,806 $ 592 $ 1,03¢ $ 5,36¢
Expiration of equity repurchase rigt $ 2,54¢ % — % —  $ —
Exchange of shares and stock options in businessioation $ —  $ 7,685 $ — % =
Elimination of financing obligations (See Note $ — % — 3 — $  46,60¢
Elimination of promissory notes receivable (Seed\®) $ — 8 — 3 — 46,60¢
(@) Includes the cash flows of Buck Acquisition Corpx. the period prior to its Merger with and into wlGeneral Corporation from March 6, 2007 (itsriation) through July 6,

2007 (which were zero), and the post-Merger resifl8ollar General Corporation for the period frdoly 7, 2007 through February 1, 2008. See Notasdl2.
The accompanying notes are an integral part o€dimsolidated financial statements.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of presentation and accounting policies

Basis of presentation

These notes contain references to the @18 and 2006, which represent fiscal years eddadary 30, 2009 and February 2, 2007,
respectively, each of which were 52-week accountiergods. The Company completed a merger transaotiaJuly 6, 2007 and therefore the
2007 presentation includes separate presentatithreqferiods before and after the merger. The Cagipéiscal year ends on the Friday
closest to January 31. The consolidated finantaésients include all subsidiaries of the Compargept for its not-for-profit subsidiary
which the Company does not control. Intercompaagdactions have been eliminated.

Dollar General Corporation (the "Companygs acquired on July 6, 2007 through a Merger éfiseld and discussed in greater detail in
Note 2 below) accounted for as a reverse acquisitthough the Company continued as the same kgély after the Merger, tr
accompanying consolidated financial statementpaeented for the "Predecessor” and "Successatinglto the periods preceding and
succeeding the Merger, respectively. As a resuti®fCompany applying purchase accounting and abaeig of accounting beginning on
July 7, 2007, the financial reporting periods préed are as follows:

. The 2008 presentation reflects the Successor.

. The 2007 periods presented include the Predecpssiod of the Company, reflecting 22 weeks of ofiegaresults from
February 3, 2007 to July 6, 2007 and 30 weeks efaing results for the Successor period, reflgdtire Merger of the
Company and Buck Acquisition Corp. ("Buck") fromydid, 2007 to February 1, 2008.

. Buck's results of operations for the period fromrthe6, 2007 to July 6, 2007 (prior to the MergerJaty 6, 2007) are also
included in the consolidated financial statemeaotdtie Successor period described above as a tésadttain derivative
financial instruments entered into by Buck priothie Merger, as further described below. Other thase financial
instruments, Buck had no assets, liabilities, arapons prior to the Merger.

. The 2006 presentation reflects the Predecessor.

The consolidated financial statementstierRredecessor periods have been prepared usi@giheany's historical basis of accounting.
As a result of purchase accounting, the pre-Meageérpost-Merger consolidated financial statememsat comparable.

The Company leases three of its distributienters ("DCs") from lessors, which meet therdedin of a Variable Interest Entity ("VIE")
as described by Financial Accounting Standards B¢&ASB") Interpretation 46, "Consolidation of Vable Interest Entities” ("FIN 46"), as
revised. One of these DCs has been recorded nareciing obligation whereby the property and equipnaee reflected in the consolidated
balance sheets. The land and buildings of the dtth@DCs have been recorded as operating leasesordance with Statement of Financial
Accounting Standards ("SFAS") 13, "Accounting fadses." The Company is not the primary benefi@athese VIEs and, accordingly, has
not included these entities in its consolidatedfficial statements.

Business description

The Company sells general merchandiseretad basis through 8,362 stores (as of Januarg@@9) in 35 states covering most of the
southern, southwestern, midwestern and eastered)Siates.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

1. Basis of presentation and accounting policies (dtinued)

The Company has DCs in Scottsville, Kentucky; Ardep@klahoma; South Boston, Virginia; Indianolassssippi; Fulton, Missouri;
Alachua, Florida; Zanesville, Ohio; Jonesville, 8oGarolina and Marion, Indiana.

The Company purchases its merchandise &aride variety of suppliers. Approximately 10% loétCompany's purchases in 2008 were
made from The Procter & Gamble Company. The Comparext largest supplier accounted for approximgaiéb of the Company's
purchases in 2008.

Cash and cash equivalents

Cash and cash equivalents include highlyidi investments with insignificant interest rakrand original maturities of three months or
less when purchased. Such investments primarilgisbaf money market funds, certificates of dep@sftich may include foreign time
deposits), and commercial paper. The carrying antsonfithese items are a reasonable estimate offttievalue due to the short maturity of
these investments. The Company held foreign tinpesies of $0 and $5.2 million as of January 30,280d February 1, 2008, respectively.

Payments due from banks for third-partyditreard, debit card and electronic benefit tratisas classified as cash and cash equivalents
totaled approximately $16.2 million and $13.9 moifliat January 30, 2009 and February 1, 2008, raégelc

The Company's cash management system gofad daily investment of available balances &edftinding of outstanding checks when
presented for payment. Outstanding but unpresetitecks totaling approximately $127.6 million and%2® million at January 30, 2009 and
February 1, 2008, respectively, have been inclilétcounts payable in the consolidated balancetsh&pon presentation for payment,
these checks are funded through available cashd®dar the Company's credit facilities.

The Company has certain cash and cashaguoig balances that are being held in accordaitbecertain insurance-related regulatory
requirements which could limit the Company's apild use these assets for general corporate plgpasdurther described below under
"Investments in debt and equity securities."

Investments in debt and equity securities

The Company accounts for its investmentaht and marketable equity securities in accordaniteSFAS 115, "Accounting for Certain
Investments in Debt and Equity Securities," andediagly, classifies them as held-to-maturity, éafalie-for-sale, or trading. Debt securities
categorized as held-to-maturity are stated at amsaricost. Debt and equity securities categorizeavailable-for-sale are stated at fair value,
with any unrealized gains and losses, net of defienmcome taxes, reported as a component of Acateuibther comprehensive loss. Tra¢
securities (primarily mutual funds held pursuantiéderred compensation and supplemental retireplans, as further discussed in Note 9)
are stated at fair value, with changes in fair gakcorded in income as a component of Sellingeigg@and administrative ("SG&A")
expense.

In general, the Company invests excess icesiorter-dated, highly liquid investments sushm@ney market funds, certificates of
deposit, and commercial paper. Such securities baga classified either as held-to-maturity or de-for-sale, depending on the type of
securities purchased (debt versus equity) as welhl@ Company's intentions with respect to themiiatesale of such securities

F-8




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

1. Basis of presentation and accounting policies (dtinued)

before their stated maturity dates. Given the simatiurities of such investments (except for thasmisties described in further detail below),
the carrying amounts approximate the fair valuesugh securities.

In years prior to 2007, the Company investetax-exempt auction rate securities, whichdset instruments having longer-dated (in
some cases, many years) legal maturities, butintiginest rates that are generally reset every 28a$S under an auction system. There were
no such investments outstanding as of January(®® &r February 1, 2008.

In 2008 and 2007, the Company's South @erdlased wholly owned captive insurance subsidiaspley River Insurance Company
("ARIC"), had investments in U.S. Government se@sj obligations of Government Sponsored Enteegrishort- and long-term corporate
obligations, and asset-backed obligations. Thegesiments were held pursuant to South Carolindamy requirements to maintain certain
asset balances in relation to ARIC's liability awplity balances which could limit the Company'dighio use these assets for general
corporate purposes. In May 2008, the state of SGatlolina made certain changes to these regulegguirements, which had the effect of
reducing the amounts and types of investments redjtio be held. As a result of these changes, tinep@ny reclassified certain investments
held by ARIC from held-to-maturity to available-feale, and ARIC subsequently liquidated investmgmisnarily U.S. Government and
corporate debt securities) totaling $48.6 milliamidg 2008. At January 30, 2009, the asset balamelelspursuant to these regulatory
requirements equaled $20.0 million and were regiéan the Company's consolidated balance sheetstisamd cash equivalents.

Historical cost information pertaining toveéstments in mutual funds by participants in teenfany's supplemental retirement and
compensation deferral plans classified as tradéogigties is not readily available to the Company.

On January 30, 2009 and February 1, 208l8;to-maturity, available-for-sale and tradingus#tges consisted of the following (in
thousands):

Gross Unrealized  Estimated

Successor
January 30, 2009 Cost Gains Losses  Fair Value
Held-to-maturity securitie:

Other debt securities (see Note $31,38¢ $ — $2,44: $28,94¢
Trading securitie:

Equity securitie: 8,70z — — 8,70:
Total debt and equity securiti $40,09. $— $2,44: $37,64¢
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1. Basis of presentation and accounting policies (dtinued)

Gross Unrealized

Successor Estimated
February 1, 2008 Cost Gains Losses  Fair Value
Held-to-maturity securitie:
Bank and corporate de $ 24,25 $244 $107 $ 24,39
U.S. Government securitis 16,65: 67€ — 17,32¢
Obligations of Government sponsored enterpi 9,83¢ 40 — 9,87¢
Asse-backed securitie 1,81¢ 21 5 1,831
Other debt securities (see Note 33,45 — 70¢ 32,74«

86,00¢ 981 821 86,16¢

Trading securitie:
Equity securitie: 15,06¢ — — 15,06¢

Total debt and equity securiti $101,07: $981 $ 821 $101,23

On January 30, 2009 and February 1, 20@8etinvestments were included in the followingoaots in the consolidated balance sheets
(in thousands):

Available-
Held-to-
Successor Maturity for-Sale Trading
January 30, 2009 Securities Securities  Securities
Prepaid expenses and other current a: $ — $ — $2,05¢
Other assets, n — — 6,64¢
Long-term obligations (see Note 31,38¢ — —
$31,38¢ $ — $8,70¢
Available-
Held-to-
Successor Maturity for-Sale Trading
February 1, 2008 Securities  Securities  Securities
Cash and cash equivale! $100C $ — %
Shor-term investment 19,61: — —
Prepaid expenses and other current a: — — 2,16¢
Other assets, n 31,94« — 12,90(
Long-term obligations (see Note 33,45: — —
$86,006 $ — $15,06¢

The contractual maturities of held-to-magusecurities as of January 30, 2009 were in exoéshree years and were $31.4 million at
cost and $28.9 million at fair value, respectively.

For the Successor year ended January 89, &@d period ended February 1, 2008, and the eder period ended July 6, 2007 and
year ended February 2, 2007, gross realized gaith$oases on the sales of availi-for-sale securities were not material. The cost of
securities sold is based upon the specific ideatifdbn method.
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1. Basis of presentation and accounting policies (dtinued)
Merchandise inventories

Inventories are stated at the lower of cosharket with cost determined using the retail-ia, first-out ("LIFO") method as this method
results in a better matching of costs and reverideder the Company's retail inventory method ("RIMHe calculation of gross profit and
resulting valuation of inventories at cost are cated by applying a calculated cost-to-retail ineeptratio to the retail value of sales at a
department level. Costs directly associated withelvausing and distribution are capitalized intceimtory. The excess of current cost over
LIFO cost was approximately $50.0 million at Jayua®, 2009 and $6.1 million at February 1, 2008tré€nt cost is determined using the
retail first-in, firstout method. Under the LIFO inventory method, theawts of rising market price changes increasedafasiles (the "LIF(¢
provision") by $43.9 million and $6.1 million dugr2008 and 2007, respectively, and there was agnifisant positive impact in 2006.

In 2008, the increased commodity cost pnessmainly related to food and pet products whigbe been driven by fruit and vegetable
prices and rising freight costs. Increases in petiro, resin, metals, pulp and other raw materiadrmodity driven costs also resulted in
multiple product cost increases. The Company irdeacdddress these commodity cost increases thmegtiations with its vendors and by
increasing retail prices as necessary. On a qlaliasis, the Company estimates the annual imdamiramodity cost fluctuations based uj
the best available information at that point indim

Store pre-opening costs
Pre-opening costs related to new store iagerand the construction periods are expenseuacasred.
Property and equipment

Property and equipment are recorded at ¢bst Company provides for depreciation and amatitin on a straight-line basis over the
following estimated useful lives:

Land improvement 20
Buildings 3%-40
Furniture, fixtures and equipme 3-10

Improvements of leased properties are dmsotover the shorter of the life of the applicael@se term or the estimated useful life of the
asset.

Impairment of long-lived assets

When indicators of impairment are presth@,Company evaluates the carrying value of liived assets, other than goodwill, in relat
to the operating performance and future cash flomtbe appraised values of the underlying assetsct¢ordance with SFAS 144,
"Accounting for the Impairment or Disposal of Lohiyed Assets," the Company reviews for impairmeates open more than two years for
which current cash flows from operations are negatmpairment results when the carrying valuehefassets exceeds the undiscounted
future cash flows over the life of the lease. TloenPany's estimate of undiscounted future cash flowves the lease term is based upon
historical operations of the stores and estimattéstore store profitability which encompasses méawtors that
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1. Basis of presentation and accounting policies (dtinued)

are subject to variability and difficult to preditta long-lived asset is found to be impaired #mount recognized for impairment is equal to
the difference between the carrying value and isetss estimated fair value. The fair value isveatied based primarily upon estimated future
cash flows (discounted at the Company's creditsteglrisk-free rate) or other reasonable estinadtésr market value. Assets to be disposed
of are adjusted to the fair value less the cosetbif less than the book value.

The Company recorded impairment chargdsded in SG&A expense of approximately $4.0 milliar2008, $0.2 million in the 2007
Predecessor period and $9.4 million in 2006 to cedhe carrying value of certain of its storesetsas deemed necessary based on the
Company's evaluation that such amounts would noébteverable primarily due to insufficient salesegcessive costs resulting in negative
current and projected future cash flows at thesations. The majority of the 2006 charges wererdsxbpursuant to certain strategic
initiatives discussed in Note 3.

Gooduwill and other intangible assets

The Company amortizes intangible assets thedr estimated useful lives unless such livesdemed indefinite. Amortizable intangible
assets are tested for impairment when indicatonmpéirment are present, based on undiscountedficags, and if impaired, written down"
fair value based on either discounted cash flowappraised values.

Goodwill and intangible assets with indéérlives are tested for impairment annually or efsequently if indicators of impairment are
present and written down to fair value as requiMalimpairment of intangible assets has been ifiedtduring any of the periods presented.

The goodwill impairment test is a two-sfgpcess that requires management to make judgnmedétermining what assumptions to use
in the calculation. The first step of the procemsssists of estimating the fair value of the Compangporting unit based on valuation
techniques (including a discounted cash flow modeig revenue and profit forecasts) and compahagdstimated fair value with the
recorded carrying value, which includes goodwilthe estimated fair value is less than the cagyialue, a second step is performed to
compute the amount of the impairment by determimingimplied fair value" of goodwill. The determiian of the "implied fair value" of
goodwill would require the Company to allocate ¢istimated fair value of its reporting unit to itsats and liabilities. Any unallocated fair
value would represent the "implied fair value" obgwill, which would be compared to its correspagdéarrying value.

Other assets

Other assets consist primarily of ldegm investments, qualifying prepaid expenses, dshbince costs which are amortized over th
of the related obligations, and utility and segudéposits. Such debt issuance costs increasethatibly subsequent to the Merger as further
discussed in Notes 2 and 6.

Vendor rebates

The Company accounts for all cash consieraeceived from vendors in accordance with tt@/isions of Emerging Issues Task Fa
Issue ("EITF") 02-16, "Accounting by a Customerc{irding a Reseller) for Certain Consideration Resgifrom a Vendor." Cash
consideration received from a
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vendor is generally presumed to be a rebate oll@anance and is accounted for as a reduction otheerdise purchase costs and classifie
a current or long term liability, as applicabletilrecognition in the statement of operationshat time the goods are sold. However, certain
specific, incremental and otherwise qualifying SG&#penses related to the promotion or sale of viepdmucts may be offset by cash
consideration received from vendors, in accordavitte arrangements such as cooperative advertisihgn earned for dollar amounts up to
but not exceeding actual incremental costs. Theamy recognizes amounts received for cooperativeréiding on performance, "first
showing" or distribution, consistent with its pglifor advertising expense in accordance with theeican Institute of Certified Public
Accountants Statement of Position 93-7, "ReportingAdvertising Costs."

Rent expense

Rent expense is recognized over the tertheofease. The Company records minimum rentalresgoen a straight-line basis over the
base, non-cancelable lease term commencing oratedftht the Company takes physical possessidregdroperty from the landlord, which
normally includes a period prior to the store opgrtio make necessary leasehold improvements atal istore fixtures. When a lease
contains a predetermined fixed escalation of th@mim rent, the Company recognizes the relatedergmtnse on a straight-line basis and
records the difference between the recognizedIrerpeense and the amounts payable under the leakeferred rent. Tenant allowances, to
the extent received, are recorded as deferredtimeerent and are amortized as a reduction toegpense over the term of the lease. Any
difference between the calculated expense andntioeiats actually paid are reflected as a liabilitith the current portion in Accrued
expenses and other and the long-term portion irQthbilities in the consolidated balance sheas|, totaled approximately $7.7 million and
$3.7 million at January 30, 2009 and February D82@espectively.

The Company recognizes contingent rentpérge when the achievement of specified salestsaage considered probable, in
accordance with EITF Issue 98-9, "Accounting fon@ugent Rent.” The amount expensed but not paaf danuary 30, 2009 and
February 1, 2008 was approximately $10.4 milliod &8.3 million, respectively, and is included inotged expenses and other in the
consolidated balance sheets (See Note 8).

In the normal course of business, baseanooverall analysis of store performance and exgeitends, management periodically
evaluates the need to close underperforming st@eserally, for store closures where a lease ofitigatill exists, the Company records the
estimated future liability associated with the ed¢mibligation on the date the store is closed ooetance with SFAS 146, "Accounting for
Costs Associated with Exit or Disposal Activitie$le estimated future liability associated with thetal obligation for certain store closures
associated with the Merger were based on EITF 9R&ognition of Liabilities in Connection with aifRhase Business Combination." Key
assumptions in calculating the liability include ttimeframe expected to terminate lease agreemestis)ates related to the sublease pote
of closed locations, and estimation of other relaeit costs. Liabilities are reviewed periodicadlyd adjusted when necessary. The current
portion of the closed store rent liability is refled in Accrued expenses and other and the lomg-pertion in Other liabilities in the
consolidated balance sheets, and totaled approayrt3.2 million at January 30, 2009 and $20.2iomlat February 1, 2008.
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Accrued expenses and other liabilities

Accrued expenses and other consist ofdhewing:

Successor
January 30, February 1,
(In thousands) 2009 2008
Compensation and benef $ 87,45 $ 60,72(
Insurance 65,524 64,41¢
Taxes (other than taxes on incor 66,98: 55,99(
Other 155,087 119,82¢

$375,04! $300,95¢

Other accrued expenses primarily inclugedtrrent portion of liabilities for legal settlenis, freight expense, contingent rent expense,
interest, electricity, lease contract terminatiaibilities for closed stores, common area and ath&ntenance charges, store insurance
liabilities and income tax related reserves.

Insurance liabilities

The Company retains a significant portibnigk for its workers' compensation, employee titeajeneral liability, property and
automobile claim exposures. Accordingly, provisians made for the Company's estimates of such. fi$lesundiscounted future claim costs
for the workers' compensation, general liabilitygddealth claim risks are derived using actuariefhuds. To the extent that subsequent claim
costs vary from those estimates, future resultspefations will be affected. Ashley River Insura@mmpany (or ARIC, as defined above), a
South Carolina-based wholly owned captive insurautesidiary of the Company, charges the operatibgidiary companies premiums to
insure the retained workers' compensation and mopepty general liability exposures. Pursuant tatB&Carolina insurance regulations,

ARIC has cash and cash equivalents balances thabenimited for general corporate purposes, ahéurdescribed above under
"Investments in debt and equity securities." ARUErently insures no unrelated third-party risk.

As a result of the Merger, the Company reed its assumed self-insurance reserves as dehger date at their present value in
accordance with SFAS 141, "Business Combinatiamstig a discount rate of 5.4%. The balance ofésealting discount was $11.7 million
and $18.7 million at January 30, 2009 and Febr@iaB®008, respectively. Other than for reservesrassiin a business combination, the
Company's policy is to record self-insurance resgin an undiscounted basis.
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Other liabilities

Other non-current liabilities consist oétfollowing:

Successor
(In thousands) January 30, 200!  February 1, 200¢
Compensation and benef $ 8,39¢ $ 13,74
Insurance 139,41( 123,27¢
Income tax related reserv 44,99( 78,27
Derivatives 63,52¢ 82,31¢
Other 32,96¢ 22,09¢

$ 289,28t $ 319,71

Other liabilities consist primarily of defed rent, lease contract termination liabilities ¢losed stores, leasehold interests liabilites]
rebate obligations.

Fair value accounting

On February 2, 2008, the Company adoptetpoments of SFAS No. 157, "Fair Value Measuremeiitiseé Company has not adopted
SFAS 157 for nonfinancial assets and liabilitieBAS 157 defines fair value, establishes a frameviarkneasuring fair value, and expands
disclosures about fair value measurements. SFASfplies to reported balances that are requirgeonitted to be measured at fair value
under existing accounting pronouncements. Accofgjnbe standard does not require any new faireah@asurements of reported balances.

SFAS 157 emphasizes that fair value is &kaetédbased measurement, not an entity-specific areawent. Therefore, a fair value
measurement should be determined based on the pssasthat market participants would use in pddie asset or liability. As a basis for
considering market participant assumptions infalue measurements, SFAS 157 establishes a faie Wé¢rarchy that distinguishes between
market participant assumptions based on marketatataned from sources independent of the reposdirigy (observable inputs that are
classified within Levels 1 and 2 of the hierarchpyl the reporting entity's own assumptions abouketgarticipant assumptions
(unobservable inputs classified within Level 3tod hierarchy).

Level 1 inputs utilize quoted prices (unesti¢d) in active markets for identical assetsatilities that the Company has the ability to
access. Level 2 inputs are inputs other than qumieds included in Level 1 that are directly adirectly observable for the asset or liability.
Level 2 inputs may include quoted prices for siméasets and liabilities in active markets, as @aglinputs that are observable for the asset ol
liability (other than quoted prices), such as iestrrates, foreign exchange rates, and yield cuhatsare observable at commonly quoted
intervals. Level 3 inputs are unobservable inpatsfie asset or liability, which are based on aitygs own assumptions, as there is little, if
any, related market activity. In instances wheeedbtermination of the fair value measurement &eta@n inputs from different levels of the
fair value hierarchy, the level in the fair valuerarchy within which the entire fair value measuemt falls is based on the lowest level input
that is significant to the fair value measuremarits entirety. The Company's assessment of thefigignce of a particular input to the fair
value measurement in its entirety requires judgraedtconsiders factors specific to the asset bilitia
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The valuation of the Company's derivativaicial instruments is determined using widelyegted valuation techniques, including
discounted cash flow analysis on the expected ftasis of each derivative. This analysis reflects tontractual terms of the derivatives,
including the period to maturity, and uses obsdevatarket-based inputs, including interest rateesir The fair values of interest rate swaps
are determined using the market standard methogalbgetting the discounted future fixed cash paytador receipts) and the discounted
expected variable cash receipts (or payments)va@liable cash receipts (or payments) are based enectation of future interest rates
(forward curves) derived from observable marketriast rate curves.

To comply with the provisions of SFAS 18¥% Company incorporates credit valuation adjuste@@VAs) to appropriately reflect both
its own nonperformance risk and the respective @party's nonperformance risk in the fair valuemgements. In adjusting the fair value
of its derivative contracts for the effect of norfpemance risk, the Company has considered the éirgfanetting and any applicable credit
enhancements, such as collateral postings, thidsholutual puts, and guarantees.

Although the Company has determined thantiajority of the inputs used to value its derivadi fall within Level 2 of the fair value
hierarchy, the CVAs associated with its derivatiuébze Level 3 inputs, such as estimates of auroeedit spreads to evaluate the likelihood
of default by itself and its counterparties. Howgas of January 30, 2009, the Company has asstsssijnificance of the impact of the
CVAs on the overall valuation of its derivative fimss and has determined that the CVAs are natifitgnt to the overall valuation of its
derivatives. Based on the Company's review of & <by counterparty portfolio, the Company has deiaed that the CVAs are not
significant to the overall portfolio valuations, th& CVAs are deemed to be immaterial in termsasfspoints and are a very small percen
of the aggregate notional value. Although soménef@VAs as a percentage of termination value appea@ more significant, primary
emphasis was placed on a review of the CVA in bagiists and the percentage of the notional valigea Aesult, the Company has determi
that its derivative valuations in their entirete atassified in Level 2 of the fair value hierarchy

The following table presents the CompaagSets and liabilities measured at fair value metarring basis as of January 30, 2009,
aggregated by the level in the fair value hieranefthin which those measurements fall.

Quoted Prices ir

Significant
Active Markets Other Significant
for Identical Observable  Unobservable
Assets and
Liabilities Inputs Inputs Balance at
(In thousands) (Level 1) (Level 2) (Level 3) January 30, 200!
Assets:
Trading securities(z $ 8,70: $ — % — 3 8,702
Liabilities:
Derivative financial instruments(| — 63,52 — 63,52

€)) Reflected in the consolidated balance sheet asaRregpenses and other current assets of $2,056 e assets, net of $6,648.

(b) Reflected in the consolidated balance sheet as @tbhacurrent) liabilities.

F-16




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
1. Basis of presentation and accounting policies (dtinued)
The Company does not have any fair valuasmements using significant unobservable inputs€l.3) as of January 30, 2009.

The carrying amounts reflected in the ctidated balance sheets for cash, cash equivakemist-term investments, receivables and
payables approximate their respective fair valdédanuary 30, 2009, the fair value of the Compmadegbt, excluding capital lease
obligations, was approximately $3.747 billion, ppeoximately $380.1 million less than the carryirdues of the debt, compared to a fair
value of $3.783 billion at February 1, 2008, or rpgmately $489.2 million less than the carryinduea The estimated fair value of the det
based primarily on quoted prices for those or siniiistruments.

Derivative financial instruments

The Company accounts for derivative finahiristruments in accordance with SFAS No. 133 ‘tArting for Derivative Instruments a
Hedging Activities", as amended and interpretediéctvely, "SFAS 133"). This literature requirdseetCompany to recognize all derivative
instruments on the balance sheet at fair value canthins accounting rules for hedging instrumentdch depend on the nature of the hedge
relationship. All financial instrument positionkéan by the Company are intended to be used to eadsic by hedging an underlying
economic exposure.

The Company's derivative financial instrumse in the form of interest rate swaps at Jan8an2009, are related to variable interest rate
risk exposures associated with the Company's leng-tiebt and were entered into in an attempt toagaithat risk. The counterparties to the
Company's derivative agreements are all majornaténal financial institutions. The Company couotfly monitors its position and the
credit ratings of its counterparties and does ntitigate nonperformance by the counterparties,dven there can be no assurance that such
nonperformance will not occur.

Share-based payments

Effective February 4, 2006, the Companypeld SFAS 123 (Revised 2004) "Share Based Payri@FAS 123(R)") and began
recognizing compensation expense for shmged compensation based on the fair value ofwheds on the grant date. SFAS 123(R) req!
share-based compensation expense recognized ®boedFy 4, 2006 to be based on: (a) grant datesdéie estimated in accordance with the
original provisions of SFAS 123, "Accounting foro8k-Based Compensation,” for unvested options gdhptior to the adoption date and
(b) grant date fair value estimated in accordanitle the provisions of SFAS 123(R) for unvested opsi granted after the adoption date. The
Company adopted SFAS 123(R) under the modifiedgarctive-transition method and, therefore, resutimfprior periods have not been
restated.

Under SFAS 123(R), forfeitures are estimatethe time of valuation and reduce expense Isataker the vesting period. This estimate is
adjusted periodically based on the extent to whitfnal forfeitures differ, or are expected to diffieom the prior estimate. The forfeiture rate
is the estimated percentage of options grantedatiea¢xpected to be forfeited or canceled befocermeg fully vested. The Company bases
this estimate on historical experience or estimatdature trends, as applicable. An increase eftifeiture rate will decrease compensation
expense.
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SFAS 123(R) also requires the benefitewfdeductions in excess of recognized compensatisinto be reported as a financing cash
flow, rather than as an operating cash flow asireduprior to the adoption of SFAS 123(R).

The fair value of each option grant is safedy estimated and amortized into compensati@e®ese on a straight-line basis between the
applicable grant date and each vesting date. Tiep@oy has estimated the fair value of all stockoopawards as of the grant date by
applying the Black-Scholes-Merton option pricinduaion model. The application of this valuationdaebinvolves assumptions that are
judgmental and highly sensitive in the determinatd compensation expen:

The Company also accounts for nonvestadcetsl stock awards in accordance with the prowisiof SFAS 123(R). The Company
calculates compensation expense as the differesteaebn the market price of the underlying stockhengrant date and the purchase price, if
any, and recognizes such amount on a straighblses over the period in which the recipient ednesnonvested restricted stock and
restricted stock unit award. Under the provisiohSIBAS 123(R), unearned compensation is not reclondthin shareholders' equity.

The Company has elected to determine itegxtax benefit pool upon adoption of SFAS 123{Riccordance with the provisions of
FASB Staff Position ("FSP") 123(R)-3, "TransitiofeEtion Related to Accounting for the Tax EffectsShare-Based Payment Awards."
Under the provisions of this FSP, the cumulativedsi¢ of stock option exercises included in addi&ibpaid-in capital for the periods after the
effective date of SFAS 123 is reduced by the cutivdancome tax effect of the pro forma stock optexpense previously disclosed in
accordance with the requirements of SFAS 123. @rbeision of this FSP applied only to options thatre fully vested before the date of
adoption of SFAS 123(R). The amount of any excas®énefit for options that are either grantedrafie adoption of SFAS 123(R) or are
partially vested on the date of adoption were caexgbin accordance with the provisions of SFAS 123(Rhe amount of any excess deferred
tax asset over the actual income tax benefit redlfar options that are exercised after the adofcSFAS 123(R) will be absorbed by the
excess tax benefit pool. Income tax expense wilhbeeased should the Company's excess tax b@woafitoe insufficient to absorb any futt
deferred tax asset amounts in excess of the aetublenefit realized. The Company has determinatlith excess tax benefit pool was
approximately $68 million as of the adoption of §223(R) on February 4, 2006. After the Merger thredrelated application of purchase
accounting, the excess tax benefit pool has bedrcesl to zero.

Revenue and gain recognition

The Company recognizes retail sales intises at the time the customer takes possessimerhandise. All sales are net of discounts
and estimated returns and are presented net of éssessed by governmental authorities that aresiedpconcurrent with those sales. The
liability for retail merchandise returns is basedtbe Company's prior experience. The Company dsogain contingencies when realized.

The Company recognizes gift card salesmeeat the time of redemption. The liability foetyift cards is established for the cash value
at the time of purchase. The liability for outstemggift cards was approximately $1.5 million arfdZmillion at January 30, 2009 and
February 1, 2008, respectively, and is recordeicicrued expenses and other. Through January 3@, #® Company has not recorded any
breakage income related to its gift card program.
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Advertising costs

Advertising costs are expensed upon petdiogs, "first showing" or distribution, and are eetied net of qualifying cooperative
advertising funds provided by vendors in SG&A exgEn Advertising costs were $27.8 million, $23.6iom, $17.3 million and
$45.0 million in 2008, the 2007 Successor and Resior periods, and 2006, respectively. These pastarily include promotional
circulars, targeted circulars supporting new staedsvision and radio advertising, in-store signaand costs associated with the sponsorship:
of certain automobile racing activities. Vendording for cooperative advertising offset reportegenses by $7.8 million, $6.6 million,
$2.0 million and $7.9 million in 2008, the 2007 8essor and Predecessor periods, and 2006, resggctiv

Capitalized interest

To assure that interest costs properhecetnly that portion relating to current operasipimterest on borrowed funds during the
construction of property and equipment is capitaliznterest costs capitalized were equal to ze@)08 and the 2007 periods, and were
approximately $2.9 million in 2006.

Income taxes

The Company reports income taxes in acem@avith SFAS No. 109, "Accounting for Income TaxgSFAS 109"). Under SFAS 109,
the asset and liability method is used for comyutire future income tax consequences of evenththat been recognized in the Company's
consolidated financial statements or income taxrnst Deferred income tax expense or benefit im#tehange during the year in the
Company's deferred income tax assets and liakilitie

As discussed in Note 5, effective Febrigar2007 the Predecessor modified its method ofwatany for income taxes in connection w
the adoption of FASB Interpretation 48, AccountingUncertainty in Income Taxes—An InterpretatidriFASB Statement 109 ("FIN 48").
The adoption resulted in an $8.9 million decreasefained earnings and a reclassification of @egmounts between deferred income taxes
and other noncurrent liabilities to conform to taance sheet presentation requirements of FIMd®&f the date of adoption, the total
reserve for uncertain tax benefits was $77.9 nnillibhis reserve excludes the federal income taefitefior the uncertain tax positions related
to state income taxes, which is now included irectefd tax assets. As a result of the adoption Nf48, the reserve for interest expense
related to income taxes was increased to $15.8omiind a reserve for potential penalties of $1ilflan related to uncertain income tax
positions was recorded. As of the date of adoptpproximately $27.1 million of the reserve for artain tax positions would have impacted
the Company's effective income tax rate subsequéritie Company were to recognize the tax beriefithese positions.

Subsequent to the adoption of FIN 48, thenfany has elected to record income tax relateddast and penalties as a component of the
provision for income tax expense.

Income tax reserves are determined usiagribthodology established by FIN 48. FIN 48 requa@mpanies to assess each income tax
position taken using a two step process. A detation is first made as to whether it is more likdign not that the position will be sustain
based upon the technical merits, upon examinatyahd taxing authorities. If the tax position ipexted to meet the more likely than not
criteria, the benefit recorded for the tax positemuals the largest amount that is greater thanlB@dy to be realized upon ultimate
settlement of the respective tax position.

F-19




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
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Uncertain tax positions require determinations estimated liabilities to be made based on provssifrthe tax law which may be subject to
change or varying interpretation. If the Compaulgterminations and estimates prove to be inaccutaeesulting adjustments could be
material to the Company's future financial results.

Reverse stock split

On October 12, 2009, the Company complatexlerse stock split of 1 share for each 1.75eshafrcommon stock outstanding. All
issued and outstanding common stock, vested anesteol stock options, restricted stock and per siracunts contained in the financial
statements have been retroactively adjusted teatathis reverse stock split.

Earnings (loss) per share

The amounts reflected below are in thousanaept per share amounts.

Successor Year Ended January 30, 2009
Weighted Average  Per Share
Net
Income Shares Amount
Basic earnings per she $108,18: 317,02: $ 0.34
Effect of dilutive stock option 47¢
Diluted earnings per sha $108,18: 317,500 $ 0.34
Successor March 6, 2007 through February 1, 2008
Weighted Average  Per Share
Net
Loss Shares Amount
Basic loss per sha $ (4,819 316,77 $ (0.02)
Effect of dilutive stock option —
Diluted loss per shai $ (4,819 316,77° $ (0.02)

Basic earnings (loss) per share was cordputedividing net income (loss) by the weightedrage number of shares of common stock
outstanding during the year. Diluted earnings (lges share was determined based on the dilutfeetadf stock options, where applicable,
using the treasury stock method.

Because of the Merger, the Company's dagiitacture for periods before and after the Mewmyernot comparable. As a result, only
periods subsequent to the Merger are presentethhere

Options to purchase shares of common staatkwere outstanding at the end of the respepivimds, but were not included in the
computation of diluted earnings (loss) per shambse the effect of exercising such options woeld#itidilutive, were 12.1 million and
12.5 million in 2008 and the 2007 Successor perieshectively.

Management estimates

The preparation of financial statements ratated disclosures in conformity with accountprinciples generally accepted in the United
States requires management to make estimates sunehptsons that affect the reported amounts of ass®l liabilities and disclosure of
contingent assets
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and liabilities at the date of the consolidatedficial statements and the reported amounts of vegesind expenses during the reporting
periods. Actual results could differ from thoserastes.

Accounting pronouncements

In March 2008, the FASB issued SFAS No.,IBlsclosures about Derivative Instruments and dgitegl Activities”, an amendment of
FASB Statement 133. SFAS 161 applies to all ddxigahstruments and nonderivative instruments #énatdesignated and qualify as hedging
instruments pursuant to paragraphs 37 and 42 ofSSE38 and related hedged items accounted for \8iel&6 133. SFAS 161 requires
entities to provide greater transparency througtit@ehal disclosures about how and why an entigsugerivative instruments, how derivative
instruments and related hedged items are accofmtethder SFAS 133 and its related interpretatiamsl how derivative instruments and
related hedged items affect an entity's finanaissifon, results of operations, and cash flows. SAA1 is effective as of the beginning of an
entity's first fiscal year that begins after Novemnh5, 2008. The Company plans to adopt SFAS 16hglthe first quarter of 2009 and its
impact is expected to be limited to the additiatiatlosures discussed above.

In December 2007, the FASB issued SFASIM&(R), "Business Combinations". The new standatabdishes the requirements for h
an acquirer recognizes and measures in its finbsteaements the identifiable assets acquiredjdbdities assumed, and any non-controlling
interest (formerly minority interest) in an acq@r@rovides updated requirements for recognitiahrapasurement of goodwill acquired in
business combination or a gain from a bargain @sehand provides updated disclosure requirememsable users of financial statements
to evaluate the nature and financial effects ofihginess combination. This Statement applies paisly to business combinations for
which the acquisition date is on or after the beigig of the first annual reporting period beginnargor after December 15, 2008. Early
adoption is not allowed. Unless a qualifying traotigan is consummated subsequent to the effectites tiee adoption of this standard on the
Company's financial statements is expected torbiéeld to any future Merger-related adjustmentsricentain tax positions that would, if
subsequently recognized, impact results of oparatiather than goodwiill.

In September 2006, the FASB issued SFAS "Fair Value Measurements." SFAS 157 provides giee for using fair value to meas
assets and liabilities. The standard also reqexeanded information about the extent to which camis measure assets and liabilities at
value, the information used to measure fair vadunel the effect of fair value measurements on egsnifihe standard applies whenever other
standards require (or permit) assets or liabilitiebe measured at fair value. The standard doesxpand the use of fair value in any new
circumstances. SFAS 157 is effective for finanstatements issued for fiscal years beginning &fterember 15, 2007, and interim periods
within those fiscal years. For non-financial assetd liabilities, the effective date has been dediaty fiscal years beginning after
November 15, 2008. The Company adopted compon&®BAS 157 in 2008 and currently expects to ado@tcomponents of SFAS 1!
relating to nonfinancial assets and liabilitiesidgr2009. The Company is in the process of evalgatie potential impact of this standard on
its consolidated financial statements.

Reclassifications
Certain reclassifications of the 2006 af@72amounts have been made to conform to the 2@3&ptation.
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On March 11, 2007, the Company enteredantégreement and Plan of Merger (the "Merger Agret") with Buck Holdings L.P., a
Delaware limited partnership ("Parent"), and BuzK,ennessee corporation and wholly owned subsidiaRarent. Parent is and Buck was
(prior to the Merger) controlled by investment fgraffiliated with Kohlberg Kravis Roberts & Co.,R..("KKR"). On July 6, 2007, the
transaction was consummated through a merger Klleeger") of Buck with and into the Company. The Qamy survived the Merger as a
subsidiary of Parent. The Company's results ofatpers after July 6, 2007 include the effects eflMerger.

The aggregate purchase price was approgiynd¥.1 billion, including direct costs of the Mer, and was funded primarily through debt
financings as described more fully below in Not@n@l cash equity contributions from KKR, GS Capattners VI Fund, L.P. and affiliated
funds (affiliates of Goldman, Sachs & Co.), CitigpoCapital Partners 1l Employee Master Fund, L. affiliated funds (affiliates of
Citigroup Global Markets Inc.), certain investmadtisory clients of Wellington Management CompdtyP, CPP Investment Board
(USRE 1) Inc., and other equity dovestors (collectively, the "Investors") of appimately $2.8 billion (316.2 million shares of neanecmor
stock, $0.875 par value per share, valued at §8e¥Share). Also in connection with the Mergertaiarof the Company's management
employees invested in and were issued new sham®senting less than 1% of the outstanding shiarélse Company. Pursuant to the terms
of the Merger Agreement, the former holders ofRhedecessor's common stock, par value $0.50 per,skeaeived $22.00 per share, or
approximately $6.9 billion, and all such sharesenamrquired as a result of the Merger. As of Jan8&r2009 and February 1, 2008, there
were approximately 317,844,541 and 317,418,227eshairCompany common stock outstanding, respegtiagbortion of which is
redeemable as further discussed below in Note 10.

As discussed in Note 1, the Merger was awtEal for as a reverse acquisition in accordante te purchase accounting provisions of
SFAS 141, "Business Combinations". Because ofabi®unting treatment, the Company's assets arniltitieabhave properly been accounted
for at their estimated fair values as of the Medgtie. The aggregate purchase price has beentatictwathe tangible and intangible assets
acquired and liabilities assumed based upon assssnt of their relative fair values as of the Merdate.
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The allocation of the purchase price isolews (in thousands):

Cash and cash equivalel $ 349,61!
Shor-term investment 30,90¢
Merchandise inventorie 1,368,13
Income taxes receivab 40,19¢
Deferred income taxe 57,17¢
Prepaid expenses and other current a: 63,20«
Property and equipment, r 1,301,117
Goodwill 4,338,58'
Intangible assel 1,396,61.
Other assets, n 66,53"
Current portion of lon-term obligations (7,08¢)
Accounts payabl (585,519
Accrued expenses and ott (306,399
Income taxes payab (849
Long-term obligations (267,92))
Deferred income taxe (540,679
Other liabilities (208,71()
Total purchase price assign $7,095,69

The purchase price allocation as of Jan88r2009 included approximately $4.34 billion abgwill, none of which is expected to be
deductible for tax purposes. The goodwill balancEebruary 1, 2008 increased by $21.3 million dherbalance immediately following the
Merger, representing a refinement of the purchaise pllocation related to the Merger. The goodWélance at January 30, 2009 decreased
$6.3 million from February 1, 2008 due to an adjesit to income tax contingencies as further disigs Note 5. The purchase price
allocation as of January 30, 2009 and Februarp@8 also included approximately $1.4 billion of @tlintangible assets, as follows:

As of January 30, 2009
Accumulated

Estimated
(In thousands) Useful Life Amount Amortization Net
Leasehold interes 2to17.5yea $ 18457( $ 64,02( $ 120,55(
Internally developed softwa 3 years 12,30( 6,492 5,80¢
196,87( 70,51: 126,35¢
Trade names and tradema Indefinite 1,199,20! — 1,199,201

$1,396,070 $ 70,51 $1,325,55!
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As of February 1, 2008
Accumulated

Estimated
(In thousands) Useful Life Amount Amortization Net
Leasehold interes 2to175yea $ 185,11 $ 23,66! $ 161,44¢
Internally developed softwa 3 years 12,30( 2,392 9,90¢
197,41: 26,05t 171,35
Trade names and tradema Indefinite 1,199,20! — 1,199,201

$1,396,61. $ 26,05¢ $1,370,55

The Company recorded amortization expeelsg¢ed to amortizable intangible assets for 20@Btha 2007 Successor period of
$45.0 million and $26.1 million, respectively, ($@0nillion and $23.7 million, respectively, of whids included in rent expense).

For intangible assets subject to amortiratihe estimated aggregate amortization expemsaafth of the five succeeding fiscal years is
as follows: 2009—$41.1 million, 2010—%$27.3 millic2011—%$20.9 million, 2012—$17.0 million, and 20133280 million.

Fees and expenses related to the Mergaetb$102.6 million, principally consisting of irstenent banking fees, legal fees and stock
compensation ($39.4 million as further discussedate 10), and are reflected in the 2007 resultspefrations. Capitalized debt issuance
costs as of the Merger date of $87.4 million fortye-related financing were reflected in other ldegn assets in the consolidated balance
sheet.

The following represents the unauditedfprmna results of the Company's consolidated opmratas if the Merger had occurred on
February 3, 2007 and February 4, 2006, respectia#gr giving effect to certain adjustments, imlthg the depreciation and amortization of
the assets acquired based on their estimateddhies and changes in interest expense resulting dl@anges in consolidated debt (in
thousands):

Year Ended Year Ended

February 1, February 2,
(In thousands) 2008 2007
Revenue $9,495,24( $9,169,82;
Net loss (57,939 (156,18

The pro forma information does not purgorbe indicative of what the Company's resultspgrations would have been if the
acquisition had in fact occurred at the beginnihthe periods presented, and is not intended @ j®jection of the Company's future results
of operations.

Subsequent to the announcement of the Mé&geeement, the Company and its directors, aloitly @ther parties, were named in seven
putative class actions filed in Tennessee stategalleging claims for breach of fiduciary dutysang out of the proposed Merger, all as
described more fully under "Legal Proceedings" oté\N8 below.

3. Strategic initiatives

During 2006, the Company began implementiergain strategic initiatives related to its higtal inventory management and real estate
strategies, as more fully described below.
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Inventory management

In November 2006, the Company undertoolndiative to discontinue its historical inventopackaway model for virtually all
merchandise by the end of fiscal 2007. Under tlukgaay model, certain unsold inventory items (pritgaseasonal merchandise) were
stored on-site and returned to the sales floot tivgiitems were eventually sold, damaged or disxdhr Through end-of-season and other
markdowns, this initiative resulted in the elimioatof seasonal, home products and apparel packeveaghandise to allow for increased
levels of newer, current-season merchandise. Inaxtion with this strategic change, in the thirduger of 2006 the Company recorded a
reserve for lower of cost or market inventory inmpent estimates of $63.5 million and incurred higharkdowns and writedowns on
inventory in the second half of 2006 and in 200t comparable prior-year periods. As a resulhefMerger and in accordance with
SFAS 141, the Company's inventory balances, inotythie inventory associated with this strategiogiea were adjusted to fair value and the
related reserve was eliminated.

Exit and disposal activities

In November 2006, the Company decideddseslin addition to those stores that might beetios the ordinary course of business,
approximately 400 stores by the end of fiscal 2@07f which were closed by February 1, 2008. Aiddially, in connection with the Merger,
management approved and completed a plan to cloadditional 60 stores prior to February 1, 2008 Tompany has recorded the
following pre-tax costs associated with the closifithese approximately 460 stores (in millions):

Incurred in Incurred in Incurred in
Merger

Total(a) 2006 2007 Additions(b) 2008 Remaining
Lease contract termination costs $381 $ 57 $ 16 $ 12 $ 38 $ —
One-time employee termination benef 1.C 0.3 0.t 0.2 — —
Other associated store closing cc 8.4 0.2 7.2 1.2 (0.2 —
Inventory liquidation fee 4.4 1.€ 2.8 — — —
Asset impairment & accelerated deprecie  12.€ 8.3 3.6 0.S — —
Inventory markdowns below cc 8.3 6.7 0.¢ 0.7 — —
Total $73.C $ 22¢ $ 31: $ 15: $ 3€ $ —

@ Reflects amounts as of January 30, 2009, whictatéad, are $3.6 million greater than estimatesfdsetruary 1, 2008.
(b)  These amounts were recorded as assumed liahititeennection with the Merger.

(©) Including reversals of deferred rent accruals oga$0.5 million, of which $0.1 million is refleaen 2006, and $0.4 million is
reflected in 2007. Excludes accretion expense todared in future periods.

Other associated store closing costs tgllis the table above primarily include the rem@faany usable assets as well as real estate
consulting and other services.
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Liability balances related to exit actig#idiscussed above are as follows (in millions):

Balance, Balance,
February 1, 2008 Payment  January 30,
2008
2008 Expenses(e and Other 2009
Lease contract termination co $ 201 $ 3.8 $ 112 $ 12.¢€
Other associated store closing cost: 1.C (0.2 0.7 0.1
Total $ 211 $ 36 $ 12 $ 123

(@) 2008 expenses associated with exit and disposaitest are included in selling, general and adstiitive ("SG&A™) expenses in the
consolidated statement of operations.

(b) Primarily represents store closing costs includergoval of store fixtures.
4. Property and equipment

Property and equipment is recorded at @oedtsummarized as follows:

Successor

(In thousands) January 30, 200t  February 1, 200¢
Land and land improvemer $ 137,77¢ $ 137,53¢
Buildings 518,93: 516,48.
Leasehold improvemen 117,84t 87,34
Furniture, fixtures and equipme 781,42! 645,37¢
Construction in progres 5,02¢ 2,828

1,561,00: 1,389,56.
Less accumulated depreciation and amortize 292,04¢ 115,31¢
Net property and equipme $ 1,268,961 $ 1,274,24!

Depreciation expense related to propertyegquipment was approximately $190.5 million fo620$116.9 million for the 2007
Successor period, $83.5 million for the 2007 Predsor period, and $199.6 million for 2006. Amottiza of capital lease assets is included
in depreciation expense.
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5. Income taxes
The provision (benefit) for income taxessists of the following:

Successor Predecessor
February 3, 2001

March 6, 2007

through through
(In thousands) 2008 February 1, 200¢ July 6, 2007 2006
Current:
Federa $10,48¢ $ (25,72¢) $ 31,11« $101,91¢
Foreign 1,08¢ 40¢ 49t 1,20(
State 1,21« 4,30¢ 1,25¢ 17,51¢
12,78: (21,01)) 32,861 120,63¢
Deferred:
Federa 64,40: 22,15; (18,750 (34,80
Foreign ©)] — — 13
State 9,03¢ (2,921) (2,122 (3,429
73,43¢ 19,23¢ (20,879 (38,219

$86,22: $ 1,775 $ 11,99¢ $ 82,42

A reconciliation between actual income t&a&ad amounts computed by applying the federaltsigtrate to income before income taxes
is summarized as follows:

Successor Predecessor
March 6, 2007 February 3, 2007
through through

(Dollars in thousands) 2008 February 1, 2008 July 6, 2007 2006

U.S. federal statutory rate on earnings beforenrmetaxes $68,04. 35.(% $(2,30¢) 35.(%%$ 1,39¢ 35.(%$77,127 35.(%
State income taxes, net of federal income tax lie 5,361 2.8 904 (13.7) (1,13%) (28.49 5,85t 2.7
Jobs credits, net of federal income ta (9,249 (4.7) (3,027) 45.& (2,227 (55.7) (5,00¢) (2.9)
Increase (decrease) in valuation allowar 3,03¢ 1.€ —_-  — 551 13.¢ , 1.t
Income tax related interest expense, net of fedecalme tax bene: (2,015 (1.C) 2,73t (41.5) a7z) 4.9 — —
Nondeductible Merge-related lawsuit settleme 18,13( 9.2 —  — — — —_ —
Nondeductible transaction co: —_ - — — 13,50 337.¢ —_ -
Other, ne 2,81t 1.4 (87 1.3 76 1¢ 1,23t 0.t

$86,22. 44.4%%$(1,77%) 26.9%$11,997 300.290$82,42( 37.4%

The 2008 effective income tax rate is apesse of 44.4%. This expense is greater than thecéed U.S. statutory tax rate of 35%
principally due to the non-deductibility of the thetnent and related expenses associated with tmgdvieelated shareholder lawsuit.

The income tax rate for the Successor gezialed February 1, 2008 is a benefit of 26.9%s bhnefit is less than the expected U.S.
statutory rate of 35% due to the incurrence okstatome taxes in several of the group's subsatidahat file their state income tax returns on
a separate entity basis
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and the election to include, effective Februar2@®)7, income tax related interest and penaltiésaramount reported as income tax expense.

The income tax rate for the Predecessdog@nded July 6, 2007 is an expense of 300.2%s &kpense is higher than the expected U.S.
statutory rate of 35% due principally to the nowhagtibility of certain acquisition related expenses

The 2006 income tax rate was higher tharli8. statutory rate of 35% principally due tdesiacome taxes.

Deferred taxes reflect the effects of terappdifferences between carrying amounts of assaddiabilities for financial reporting
purposes and the amounts used for income tax pesp8ggnificant components of the Company's dedear assets and liabilities are as
follows:

Successor
January 30, February 1,
(In thousands) 2009 2008
Deferred tax asset
Deferred compensation exper $ 535 $ 6,25¢
Accrued expenses and ott 4,81¢ 4,37¢
Accrued ren 4,83( 5,90¢
Accrued insuranc 66,09: 61,88’
Accrued bonuse 23,01¢ 10C
Interest rate hedge 25,32] 30,89:
Tax benefit of FIN 48 income tax and interest ress 11,85¢ 16,20¢
Other 12,02: 9,941
State tax net operating loss carryforwards, nétadéral ta; 9,252 10,34:
State tax credit carryforwards, net of federal 13,54¢ 8,721
176,10t 154,64!
Less valuation allowanct (9,80¢) (1,560
Total deferred tax asse 166,29t 153,08!
Deferred tax liabilities
Property and equipme (156,59) (108,67Y
Inventories (38,909 (20,29)
Trademarks (431,65/) (428,62)
Amortizable asset (47,446 (64,419
Insurance related tax method cha (42,647) —
Other (566) (507)
Total deferred tax liabilitie (717,799 (622,51)
Net deferred tax liabilitie $(551,50) $(469,42))
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Net deferred tax liabilities are reflectaparately on the consolidated balance sheetsi@ntand noncurrent deferred income taxes
following table summarizes net deferred tax lidigiti as recorded in the consolidated balance sheets

Successor
(In thousands) January 30, 200¢  February 1, 200¢
Current deferred income tax assets, $ 460C $ 17,29°
Noncurrent deferred income tax liabilities, (556,10) (486,729
Net deferred tax liabilitie $ (551,50) $ (469,429

The Company has state net operating lasgfoavards as of January 30, 2009 that total axiprately $307.7 million which will expire
in 2013 through 2028. The Company also has statertalit carryforwards of approximately $20.8 naiflithat will expire beginning in 2009
through 2027.

The valuation allowance has been provideddderal capital losses and state tax crediyt@mmwvards. The 2008 increase of $8.2 million
was recorded as income tax expense of $3.0 milimhan adjustment to goodwill of $5.2 million. Thé amount of the change in the
valuation allowance for the 2007 Successor pedatkcrease of $4.2 million, was recorded as arsadgnt to goodwill. The increase of
$0.6 million in the Predecessor period ended JuB067 and the increase of $3.2 million in 2006enecluded in income tax expense for the
respective periods. Based upon expected futureriecmanagement believes that it is more likely thatnthat the results of operations will
generate sufficient taxable income to realize thierded tax assets after giving consideration éovéiduation allowance.

During 2008, goodwill recorded in connentigith the Merger was reduced by $6.3 million pifiadly as a result of the favorable
settlement of uncertain income tax positions thédted at the time of the Merger.

The Predecessor adopted the provision$hb#B effective February 3, 2007. The adoption iteslin an $8.9 million decrease in
retained earnings and a reclassification of cedaiounts between deferred income taxes and otimeun@nt liabilities to conform to the
balance sheet presentation requirements of FIMd®&f the date of adoption, the total uncertainbdarefits were $77.9 million. This amount
excludes the federal income tax benefit for theeutain tax positions related to state income tawbs;h is included in deferred tax assets. As
a result of the adoption of FIN 48, the reserveriterest expense related to income taxes wasasereto $15.3 million and a reserve for
potential penalties of $1.9 million related to uriaim income tax positions was recorded.

Subsequent to the adoption of FIN 48, thenfany has elected to record income tax relateddast and penalties as a component of the
provision for income tax expense.

In the Predecessor period ended July 67, 20@ Internal Revenue Service completed an exatinimof the Company's federal income
tax returns through fiscal year 2003 resulting imetiincome tax refund. There are no unresolvaesselated to this examination. None of
the Company's federal income tax returns are ctlyrander examination by the Internal Revenue Seivowever, fiscal years 2005 and
later are still subject to possible examinatiorthy Internal Revenue Service. The Company haswastate income tax examinations that
currently in progress. The estimated
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liability related to these state income tax exartidme is included in the Company's reserve for iage tax positions. Generally, the
Company's tax years ended in 2005 and forward reop@én for examination by the various state taxinthorities.

As of January 30, 2009, the total uncerntainbenefits, interest expense related to incaxestand potential income tax penalties were
$59.1 million, $11.3 million and $1.5 million, resgtively, for a total of $71.9 million. Of this amnat, $20.8 million and $47.3 million are
reflected in current liabilities as accrued expsresgd other and in other noncurrent liabilitiespextively, in the consolidated balance sheet
with the remaining $3.8 million reducing deferrea assets related to net operating loss carry folsva

As of February 1, 2008, the total uncertaibenefits, interest expense related to incaxestand potential income tax penalties were
$96.6 million, $19.7 million and $1.5 million, resgtively, for a total of $117.8 million. Of this awnt, $23.2 million and $78.3 are reflected
in current liabilities as accrued expenses andrathd in other noncurrent liabilities, respectivetythe consolidated balance sheet with the
remaining $16.3 million reducing deferred tax asselated to net operating loss carry forwards.

The change, from the date of adoption,ubhothe end of the Predecessor period ended J@B0OG, in the uncertain tax benefits, interest
expense related to income taxes and potential irdampenalties that impacted the consolidateérsiant of operations was a net increase of
$10.4 million and $0.2 million and a decrease o#$illion, respectively. The change, from the efthe Predecessor period ended July 6,
2007, through the end of the Successor period eRdbruary 1, 2008, in the uncertain tax benefitsiaterest expense related to income t
that impacted the consolidated statement of omerativas a net increase of $0.2 million and $4.Hanilrespectively. There was no change
in the reserve for potential income tax penaltiesrd) the Successor period ended February 1, 2008.

During 2008, the Company included in itssalidated statement of operations a net increb$6.8 million, a net decrease of
$1.0 million and a net increase of $0.3 milliorated to uncertain tax benefits, interest expensgekto income taxes and potential tax
penalties, respectively. The net decrease in istesgense related to uncertain tax positions éstduahe reduction during 2008 in amounts
previously accrued related to uncertain tax pasio

The Company believes that it is reasonpbhlsible that the reserve for uncertain tax passtimay be reduced by approximately
$33.6 million in the coming twelve months princigads a result of the settlement of currently ongastate income tax examinations and the
anticipated filing of an income tax accounting noetlthange request that is expected to resolveicemaertainties related to accounting
methods employed by the Company. The reasonabkilgeshange of $33.6 million is included in bothrent liabilities ($20.1 million) and
other noncurrent liabilities ($13.5 million) in tlkensolidated balance sheet as of January 30, 2088, as of January 30, 2009,
approximately $23.9 million of the uncertain taxsjtions would impact the Company's effective incdmerate if the Company were to
recognize the tax benefit for these positions.
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A reconciliation of the uncertain incomg fositions from February 3, 2007 (the date of déidop through January 30, 2009 is as
follows:

(In thousands)

Balance as of February 3, 20 $ 77,86«
Increase—tax positions taken in the current yi 19,56¢
Increase—tax positions taken in prior yea 1,14¢
Decreas—tax positions taken in prior yee 9)
Statute expiration (18%)
Settlement: (1,787
Balance as of February 1, 20 $ 96,60(
Increase—tax positions taken in the current yi 25,977
Decreas—tax positions taken in the current yi (2,250
Increase—tax positions taken in prior yes 3,271
Decreas—tax positions taken in prior yez (58,607
Statute expiration (1,955
Settlement: (3,979
Balance as of January 30, 2( $ 59,057

6. Current and long-term obligations

Current and long-term obligations consfdhe following:

Successor

(In thousands) January 30, 200¢  February 1, 200¢
Senior secured term loan facili $ 2,300,000 $ 2,300,001
Senior secured as-based revolving credit facilit — 102,50(
10°/ 8% Senior Notes due July 15, 2015, net of discofi$26,033 and $22,083, respecti 1,154,96 1,152,91
117/8/12°/ 8% Senior Subordinated Notes due July 15, 2017 655,89: 700,00(
8°/8% Notes due June 15, 2010 1,822 1,822
Capital lease obligatior 9,93¢ 10,26¢
Tax increment financing due February 1, 2! 14,49¢ 14,49¢

4,137,11. 4,282,00.
Less: current portio (14,159 (3,24¢)
Long-term portion $ 4,12295 $ 4,278,75

On July 6, 2007, the Company entered wtmdenior secured credit agreements (the "Creditifies"). The Credit Facilities provide
financing of $3.425 billion, consisting of $2.3llwh in a senior secured term loan facility whichtores on July 6, 2014, and a senior securec
asset-based revolving credit facility of up to £bbillion, subject to borrowing base availabilityhich matures on July 6, 2013.
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Under the Credit Facilities, the Compang tie right at any time to request up to $325.0anilof incremental commitments under one
or more incremental term loan facilities and/oretdmased revolving credit facilities, subject totam conditions and subject to the lender's
desire to extend the incremental facilities.

The amount available under the senior sgtasset-based revolving credit facility (includimgto $350.0 million for letters of credit)
may not exceed the borrowing base (consisting e€ifipd percentages of eligible inventory and dredid receivables less any applicable
availability reserves). The senior secured assstdeevolving credit facility includes a $1.0 lmhi tranche and a $125.0 million ("last out")
tranche. Repayments of the senior secured assed-bagolving credit facility will be applied to ti#125.0 million tranche only after all other
tranches have been fully paid down. As of Januiny2809 and February 1, 2008, the Company hadamastg borrowings of $0 and
$102.5 million, respectively, under the "last owtinche.

Borrowings under the Credit Facilities bererest at a rate equal to an applicable marlyis, @t the Company's option, either (a) LIB
or (b) a base rate (which is usually equal to e rate). The applicable margin for borrowingg§jsinder the term loan facility, 2.75% for
LIBOR borrowings and 1.75% for base-rate borrowifigsas of January 30, 2009 and February 1, 20€&ectively, under the asset-based
revolving credit facility (except in the last ovamche described above), 1.25% and 1.50% for LIBORowings; 0.25% and 0.50% for base-
rate borrowings and for any last out borrowing25% for LIBOR borrowings and 1.25% for basge borrowings. The applicable margins
borrowings under the asset-based revolving creditify (except in the case of last out borrowings) subject to adjustment each quarter
based on average daily excess availability undeatiset-based revolving credit facility. As of ey 1, 2008, the average interest rate for
borrowings under the revolving credit facility w85%. The interest rate for borrowings under érmtloan facility was 3.44% and 6.22%
(without giving effect to the interest rate swapscdssed in Note 7) as of January 30, 2009 andugepd, 2008, respectively.

In addition to paying interest on outstaugdprincipal under the Credit Facilities, the Comp#s required to pay a commitment fee to the
lenders under the asset-based revolving crediitfafdr any unutilized commitments. The commitméee rate is 0.375% per annum. The
commitment fee rate will be reduced (except witharel to the last out tranche) to 0.25% per annuamgtime that the unutilized
commitments under the asset-based credit facilédyegual to or less than 50% of the aggregate ctmenis under the asset-based revolving
credit facility. The Company also must pay customatter of credit fees.

The senior secured credit agreement foteira loan facility requires the Company to prepajstanding term loans, subject to certain
exceptions, with percentages of excess cash flovegeds of non-ordinary course asset sales or sitepts of property, and proceeds of
incurrences of certain debt. In addition, the seséxured credit agreement for the asset-basetl/neyaredit facility requires the Company
to prepay the asset-based revolving credit facititipject to certain exceptions, with proceedsoof-ordinary course asset sales or disposi
of property and any borrowings in excess of tha thérent borrowing base. Beginning September 8092the Company is required to rej
installments on the loans under the term loan tfedility in equal quarterly principal amountsan aggregate amount per annum equal tc
of the total funded principal amount at July 6, 20@ith the balance payable on July 6, 2014.
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All obligations under the Credit Facilitiaee unconditionally guaranteed by substantiallpfaihe Company's existing and future
domestic subsidiaries (excluding certain immatesiddsidiaries and certain subsidiaries designatgddoCompany under the Credit Facilities
as "unrestricted subsidiaries").

All obligations and guarantees of thosdgattions under the term loan credit facility arewsed by, subject to certain exceptions, a
second-priority security interest in all existingdaafter-acquired inventory and accounts receiyabfest priority security interest in
substantially all of the Company's and the guarahtangible and intangible assets (other thannentory and accounts receivable
collateral); and a first-priority pledge of the @apstock held by the Company. All obligations enthe asset-based revolving credit facility
are secured by all existing and after-acquiredritay and accounts receivable, subject to certetegtions.

The Credit Facilities contain certain coaets that among other things, restrict, subjecettain exceptions, the Company's ability to
engage in certain activities. These include linota on the Company's ability to incur additiomadebtedness, sell assets, incur additional
liens, or make restricted payments including oulitglio pay dividends, make investments or acdiass, or repay certain indebtedness. In
addition, the Company is limited in changing itsel of business or amending material agreementsigiog its senior indebtedness or our
senior notes. The senior secured credit agreermatsgontain certain customary affirmative covegamtd events of default. The Company
was in compliance with all these covenants as mfidgy 30, 2009.

For the year ended January 30, 2009, tlep@aay had borrowings of $0 and repayments of $10@1®n, and for the 2007 Successor
period the Company had borrowings of $1.522 bilkowl repayments of $1.420 billion, under the asaséd revolving credit facility. For the
year ended February 2, 2007, the Company had borgsvef $2.013 billion and repayments of $2.018ds| under a prior revolving crec
facility. As of January 30, 2009 and February 10&Qespectively, the Company had $0 and $102.Eomih borrowings, $51.0 million and
$28.8 million of commercial letters of credit, ad83.7 million and $69.2 million of standby lettefscredit outstanding under the asset-based
revolving credit facility, with excess availabilipnder that facility of $932.8 million and $769.2lman. As of January 30, 2009 and
February 1, 2008, the Company had $2.3 billiontantting under the term loan facility.

In addition, on July 6, 2007, in conjunatiith the Merger, the Company issued $1.175 bilkggregate principal amount of 10.625%
senior notes due 2015 (the "senior notes") whictewssued net of a discount of $23.2 million andoltmature on July 15, 2015 pursuant to
an indenture, dated as of July 6, 2007 (the "sendenture"), and $725 million aggregate princigalount of 11.875%/12.625% senior
subordinated toggle notes due 2017 (the "seniasrsiifiated notes"), which mature on July 15, 201ifspant to an indenture, dated as of
July 6, 2007 (the "senior subordinated indenturEhe senior notes and the senior subordinated aotesollectively referred to herein as the
"notes". The senior indenture and the senior stibated indenture are collectively referred to he@s the "indentures”.

Interest on the notes is payable on Jant&agnd July 15 of each year, beginning Januarg@88. Interest on the senior notes is pay
in cash. Cash interest on the senior subordinaitabsmwill accrue at a rate of 11.875% per annumRiKdnterest (as that term is defined
below) will accrue at a rate of 12.625% per annbor.certain interest periods, the Company may étepay interest on the senior
subordinated notes by increasing the principal amhofithe senior subordinated notes or issuing semior subordinated notes ("PIK
interest™).
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The notes are fully and unconditionally gueeed by each of the existing and future direahdirect wholly owned domestic
subsidiaries that guarantee the obligations urideCompany's Credit Facilities.

The Company may redeem some or all of ttemat any time at redemption prices describesgbforth in the indentures. In January
2009 and January 2008, the Company repurchasetl f4ion and $25.0 million, respectively, of th&.875%/12.625% senior subordinated
toggle notes due 2017, resulting in pretax gair8308 million and $4.9 million, respectively.

The indentures contain certain covenantduding among other things, covenants that lilmt €Company's ability to incur additional
indebtedness, create additional liens, sell assetsolidate or dispose of all or substantiallyodlits assets, and enter into certain transactions
with its affiliates. In addition, there are limiiats on certain payments including the Companyilyato pay dividends, make investments or
acquisitions, or repay certain indebtedness. THeritures also provide for customary events of defehich, if any of them occur, would
permit or require the principal of and accruedrnesé on the notes to be declared due and payafeCdmpany was in compliance with all of
these covenants as of January 30, 2009.

Scheduled debt maturities for the Compaiiscsl years listed below are as follows (in thends): 2009—$14,158; 2010—$26,415;
2011—$23,779; 2012—$23,272; 2013—$23,292 thereaf$dr046,132.

On July 6, 2007, immediately after the ctetipn of the Merger, the Company completed a ¢aster offer to purchase any and all of
its $200 million principal amount of & 8 % Notes due June 2010 (the "2010 Notes"). Approtetga®d9% of the 2010 Notes were validly
tendered and accepted for payment. The tenderiofferded a consent payment equal to 3% of thevglaie of the 2010 Notes, and such
payments along with associated settlement cosiBrigt$6.2 million were paid and reflected as Otfiecome) expense in the 2007 Successor
period presented. Additionally, because the Compaogived the requisite consents to the proposeshdments to the indenture pursuant to
which the 2010 Notes were issued, a supplemerdenhimire to effect such amendments was executedaivéred. The amendments, which
eliminated substantially all of the restrictive emants contained in the indenture, became operapiwe the purchase of the tendered 2010
Notes.

7. Derivative financial instruments

The Company uses interest rate swaps t@geaits interest rate risk. In April 2007, Buckexed into interest rate swaps, contingent
upon the completion of the Merger, on a portiothefloans anticipated to result from the MergereSehswaps were designated as cash flow
hedges on October 12, 2007. As a result of thespswhe Company is paying an all-in fixed interagt of 7.68% on a notional amount
equal to $866.7 million as of January 30, 2009. fib&onal amount of these swaps amortizes on dephabasis through July 31, 2012.
Unrealized losses of $3.7 million for the 2007 Sssor period are included in Other (income) expéndge consolidated statements of
operations, reflecting the changes in fair valuthese swaps prior to their designation as qualifyiash flow hedging relationships in
October 2007, which were offset by earnings unldercontractual provisions of the swaps of $1.7iamlburing the same time period.

In October 2008 the Company terminatedafrtbe interest rate swaps entered into by Buckgril 2007 with a notional amount equal
to $486.7 million as of the date of terminationeTlrmination was the result of the bankruptcy aation by the counterparty to the swap
this technical default gave the Company the rigtietminate the derivative contract. The Company
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subsequently cash settled the swap in November 20G®proximately $7.6 million, including interestcrued to the date of termination.

The estimated fair value of the Compamgrminated interest rate swap was a liability ofragpnately $5.0 million as of October 30,
2008 (the termination date). Based on various factbe Company concluded that the hedge was esgbézibe highly effective at achieving
offsetting cash flows attributable to the hedge#t,rand has therefore applied hedge accountinthi®interest rate swap through the
termination date.

Upon termination, the Company performedfihal effectiveness test, and the amount relatetti¢ gains and losses since the hedge
designation date of approximately $3.7 million ¢afadjusting for the termination) remained in Acelated other comprehensive loss at the
termination date. Such amount is being reclassifieaearnings as interest expense over the tetimeobriginal swap as the hedged forece
transactions impact earnings and this expensepisoted to be approximately $1.4 million in 2009.

In February and December 2008, the Compatgred into additional interest rate swaps, edethich were designated as cash flow
hedges at inception. At January 30, 2009, the Comijzapaying all-in fixed interest rates of 5.58%&.06% on notional amounts of
$350.0 million and $475.0 million, respectivelyrpuant to the February 2008 and December 2008 swWapsotional amount of the
February 2008 swap reduces to $150.0 million inrir@ty 2009 and matures in February 2010. The Deee2®08 swap amortizes to a
notional amount of $300.0 million upon its matuiityJanuary 2013.

As of January 30, 2009 and February 1, 20@8fair value of the Company's interest ratepsaat $(63.5) million and $(82.3) million
was recorded in non-current Other liabilities oa donsolidated balance sheets. For the year ease@dy 30, 2009, the effective portion of
the change in fair value of the swaps of $14.2ianlivas recorded in Accumulated other compreherea® a separate component of equity,
offset by related income taxes of $4.5 million. irthe date the swaps were designated as hedgebtioafy 1, 2008, the effective portion of
the change in fair value of the swaps of ($78.8)oniwas recorded in Accumulated other comprehankiss, offset by related income taxes
of $29.5 million. The Company also recorded expénsether (income) expense in the consolidate@stants of operations related to hedge
ineffectiveness of $1.0 million and $0.4 millionrthg 2008 and the 2007 Successor period, respéctive

In February 2009, the Company enteredantontract to hedge approximately 50% of its apditgd 2009 fuel usage related to the
transportation of merchandise. Such contract isrpécted to qualify for hedge accounting treatmamd as a result, gains or losses under
this contract will be recorded in Other (gainskksin the consolidated statement of operations.

8. Commitments and contingencies
Leases

As of January 30, 2009, the Company wasnaitted under capital and operating lease agreenagatsinancing obligations for most of
its retail stores, three of its DCs, and certaiitofurniture, fixtures and equipment. The majoof the Company's stores are subject to short-
term leases (usually with initial or current teraighree to five years), often with multiple renéwations. The Company also has stores
subject to build-to-suit arrangements with landgnathich typically carry a primary lease term ofyEars with multiple renewal options.
Approximately 42% of the stores have provisionsdmntingent rentals based upon a percentage afatkfales volume. Certain leases
contain
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restrictive covenants. As of January 30, 2009 Gbmpany is not aware of any material violationswth covenants.

The Merger and certain of the related foiag transactions may be interpreted as givingtdseertain trigger events (which may include
events of default) under leases for three of then@amy's distribution centers ("DCs"). The Compaagsinot believe such an interpretation
would be appropriate under the terms of the led3esng the 2007 Successor period, the Companyladad that a probable loss existed in
connection with the restructurings and accrued S@%penses totaling $12.0 million in the Succestdement of operations for the period
ended February 1, 2008. As of January 30, 2009, i$illion of such amount has been paid. The Commaiigves that it has negotiated with
the property owners proposed lease terms that wmilchplemented if the owners were to refinanceetirthe property and that the resolut
of these negotiations is primarily dependent ord@@ns in the real estate and financial marketee Tompany's current position is that any
remaining potential loss on the resolution of thesdters would currently be properly characteriasdeasonably possible rather than
probable and has therefore reversed the remairsirtyrillion of SG&A expenses related to the leadasng the year ended January 30, 2
However, the possibility remains that the ultimagsolution of these matters could require the Campa make a significant cash investment
to purchase these DCs.

In January 1999 and April 1997, the Compswig its DCs located in Ardmore, Oklahoma and B@gdston, Virginia, respectively, for
100% cash consideration. Concurrent with the salesaictions, the Company leased the propertiesfbagleriods of 23 and 25 years,
respectively. The transactions were recorded asfiimg obligations rather than sales as a resuitrbng other things, the lessor's ability to
put the properties back to the Company under ececiadumstances. The property and equipment, aldtigthe related lease obligations,
associated with these transactions were record#étinonsolidated balance sheets.

In August 2007, the Company purchased arsdgromissory note (the "Ardmore Note") from Rifral Life Insurance Company, which
had a face value of $34.3 million at the date athase and approximated the remaining financingatibn. The Ardmore Note represents
debt issued by the third party entity from whick thompany leases the Ardmore DC. The Ardmore Noleing accounted for as a "held to
maturity" debt security in accordance with the psmns of SFAS 115, "Accounting for Certain Investits in Debt and Equity
Securities" (see Note 1). However, by acquiringAngmore Note, the Company holds the debt instriumertaining to its lease financing
obligation and, because a legal right of offsesesxiis accounting for the acquired Ardmore Notea asduction of its outstanding financing
obligations in its consolidated balance sheetd damuary 30, 2009 and February 1, 2008 in accemaith the provisions of FASB
Interpretation 39, "Offsetting of Amounts Relateddertain Contracts—An Interpretation of APB OpmitO and FASB Statement 105."

In May 2003, the Company purchased two sgtpromissory notes (the "South Boston Notes'hfRrincipal Life Insurance Company
totaling $49.6 million. The South Boston Notes esanted debt issued by the third party entity framch the Company leased the South
Boston DC. In June 2006, the Company acquiredhine party entity, which owned legal title to theush Boston DC assets and had issued
the related debt in connection with the originahficing transaction. There was no material galoss recognized as a result of this
transaction. Based on the Company's ownershipeathiind party entity at January 30, 2009, the foiag obligation and South Boston Notes
are eliminated in the Company's consolidated firdmstatements.
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Future minimum payments as of January 809Zor capital and operating leases are as follows

Capital Operating
(In thousands) Leases Leases
2010 $ 3,144 $ 358,36
2011 2,097 308,50:
2012 1,12¢ 260,50:
2013 59¢ 211,04¢
2014 59¢ 160,91
Thereafte 5,871 372,59
Total minimum payment 13,44: $1,671,93!
Less: imputed intere: (3,50%)
Present value of net minimum lease paym 9,93¢
Less: current portion, n (2,65¢)
Long-term portion $ 7,281

Capital leases were discounted at an éffeatterest rate of approximately 5.4% at Jan&ry2009. The gross amount of property and
equipment recorded under capital leases and fingrabligations at January 30, 2009 and Februa2pQ8, was $34.8 million and

$33.5 million, respectively. Accumulated depreciaton property and equipment under capital leasddinancing obligations at January 30,
2009 and February 1, 2008, was $5.3 million and $dllion, respectively.

Rent expense under all operating leasas fsllows:

Successor Predecessor
February 3, 2007

March 6, 2007
through through

(In thousands) 2008 February 1, 200¢ July 6, 2007 2006
Minimum rentals(a $370,82° $ 205,67 $ 143,18{ $327,91:
Contingent rental 18,79¢ 8,78( 6,96¢ 16,02¢

$389,620 $ 214,45, $ 150,15! $343,94(

(@)  Excludes net contract termination costs of $2.%iom) $2.4 million, $19.1 million, and $5.7 millidior the Successor periods ended
January 30, 2009 and February 1, 2008 and the &rssier periods ended July 6, 2007 and Februa@, 2espectively. These
expenses were recorded in association with théngjad stores associated with strategic initiatimegurther discussed in Note 3. Also

excludes amortization of leasehold interests of $4dillion and $23.7 million included in rent expenfor the Successor periods er
January 30, 2009 and February 1, 2008.

Legal proceedings

On August 7, 2006, a lawsuit entitl@gnthia Richter, et al. v. Dolgencorp, Inc., etwaas filed in the United States District Court fbet
Northern District of Alabama (Case No. 7-cv-01537-LSC) ("Richter") in which the plaintifflages that she and other current and former

Dollar General store managers were improperly ifladsas exempt executive employees under thelkdior Standards Act ("FLSA") and
seeks to recover overtime pay, liquidated damaa@s attorneys' fees and costs. On
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August 15, 2006, the Richter plaintiff filed a nastiin which she asked the court to certify a natiole class of current and former store
managers. The Company opposed the plaintiff's mo@m March 23, 2007, the court conditionally dexti a nationwide class of individuals
who worked for Dollar General as store managersesikugust 7, 2003. The number of persons who wilifcluded in the class has not been
determined, and the court has not approved theattat will be sent to the class.

On May 30, 2007, the court stayed all pegliegs in the case, including the sending of théddpto evaluate, among other things, ce
appeals pending in the Eleventh Circuit involvingiros similar to those raised in this action. Tétaty was extended through May 15, 2009.
During the stay, the statute of limitations hasrbedled for potential class members. If the cautimately permits Notice to issue, the
Company will have an opportunity at the close &f discovery period to seek decertification of tless, and the Company expects to file ¢
a motion if necessary.

The Company believes that its store marsagier and have been properly classified as exempliogees under the FLSA and that this
action is not appropriate for collective actioratraent. The Company intends to vigorously defeislabtion. However, at this time, it is not
possible to predict whether the court ultimatelyf prmit this action to proceed collectively, amal assurances can be given that the
Company will be successful in the defense on thetsner otherwise. If the Company is not succesisfuls efforts to defend this action, the
resolution could have a material adverse effedherCompany's financial statements as a whole.

On May 18, 2006, the Company was servel aviwsuit entittedammy Brickey, Becky Norman, Rose Rochow, Sandyawetl and
Melinda Sappington v. Dolgencorp, Inc. and Dollaer@ral Corporatior(Western District of New York, Case No. 6:06-cv-88eDGL,
originally filed on February 9, 2006 and amendedviaty 12, 2006 ("Brickey")). The Brickey plaintiffeeek to proceed collectively under the
FLSA and as a class under New York, Ohio, Maryland North Carolina wage and hour statutes on befigdfmong others, assistant store
managers who claim to be owed wages (includingtomerwages) under those statutes. At this timis,ribt possible to predict whether the
court will permit this action to proceed collectiver as a class. However, the Company believestiigaction is not appropriate for either
collective or class treatment and that the Comgangge and hour policies and practices comply hat federal and state law. The
Company plans to vigorously defend this action; &esv, no assurances can be given that the Compiirpeveuccessful in the defense on
the merits or otherwise, and, if it is not succelsshe resolution of this action could have a matedverse effect on the Company's financial
statements as a whole.

On March 7, 2006, a complaint was filedhia United States District Court for the Northeristiict of Alabama (anet Calvert v.
Dolgencorp, Inc, Case No. 2:06-cv-00465-VEH ("Calvert")), in whitte plaintiff, a former store manager, alleged #tee was paid less
than male store managers because of her sex,latiginof the Equal Pay Act and Title VII of theviRights Act of 1964, as amended
("Title VII"). The complaint subsequently was ameddo include additional plaintiffs, who also akep have been paid less than males
because of their sex, and to add allegations tiea€Cbmpany's compensation practices disparatelgdhfpmales. Under the amended
complaint, Plaintiffs seek to proceed collectivehder the Equal Pay Act and as a class underVitjend request back wages, injunctive
and declaratory relief, liquidated damages, puaitamages and attorney's fees and costs.
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On July 9, 2007, the plaintiffs filed a nowot in which they asked the court to approve teaasce of notice to a class of current and
former female store managers under the Equal PayThe Company opposed plaintiffs' motion. On Nokem30, 2007, the court
conditionally certified a nationwide class of feemlunder the Equal Pay Act who worked for Dollan&al as store managers between
November 30, 2004 and November 30, 2007. The neticeissued on January 11, 2008, and persons tohnotice was sent we
required to opt into the suit by March 11, 2008 pApximately 2,100 individuals have opted into taeduit. The Company will have an
opportunity at the close of the discovery periodeek decertification of the Equal Pay Act classl the Company expects to file such
motion.

The plaintiffs have not yet moved for classtification relating to their Title VIl claim§he Company expects such motion to be filed
within the next several months and will strenuowgipose such a motion.

At this time, it is not possible to predidhether the court ultimately will permit the Calvaction to proceed collectively under the Equal
Pay Act or as a class under Title VII. However, @@mpany believes that the case is not appropdateass or collective treatment and that
its policies and practices comply with the Equa) Rat and Title VII. The Company intends to vigosbudefend the action; however, no
assurances can be given that the Company will beessful in the defense on the merits or otherisgke Company is not successful in
defending the Calvert action, its resolution cdudde a material adverse effect on the Companyaadial statements as a whole.

On July 30, 2008, the Company was serveld ascomplaint filed in the District Court for Da#l County, lowa Julie Cox, et al. v.
Dolgencorp, Inc., et e—Case No. LACV-034423) in which the plaintiff, arfieer store manager, alleges that the Company diswates
against pregnant employees on the basis of sexetalihtes against employees in violation of thedCivil Rights Act. Cox seeks to
represent a class of "all current, former and fiemployees from the State of lowa who are empldyedollar General who suffered from,
are currently suffering from or in the future mayfer from" alleged sex/pregnancy discriminatiord aataliation and seeks declaratory and
injunctive relief as well as equitable, compensatnd punitive damages and attorneys' fees and.cost

The plaintiff has not yet moved for classtification. At this time, it is not possible togulict whether the court ultimately will permit the
Coxaction to proceed as a class. However, the Compeligves that the case is not appropriate for ¢tesément and that its policies and
practices comply with the lowa Civil Rights Act. &iCompany intends to vigorously defend the actimwever, no assurances can be given
that the Company will be successful in the defarsthe merits or otherwise. If the Company is namicessful in defending this action, its
resolution could have a material adverse effedherCompany's financial statements as a whole.

On December 4, 2008, a complaint was fiteithe United States District Court for the WestBistrict of TennesseeTressa Holt, et al
v. Dollar General Corporation, et al.Case No.1:08-cv-01298 JDB) in which the plaintiffi behalf of herself and a putative class of non-
exempt store employees, alleges that the Compargted the Fair Labor Standards Act by failing &y ffor all hours worked, including
overtime hours. At this time, it is not possibleptedict whether the court will permit this actimnproceed collectively. However, the
Company believes that this action is not approgffiat collective treatment and that the Companglgevand hour policies and practices
comply with the FLSA. The Company plans to vigotgutefend this action; however, no assurances eagiven that the Company will be
successful in the defense on the merits or othepwisd, if it is not successful,
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the resolution of this action could have a matexdhlerse effect on the Company's financial statésresa whole.

Subsequent to the announcement of the agnaterelating to the Merger, the Company and itsafors were named in seven putative
class actions alleging claims for breach of fidoeiduty arising out of the Company's proposed 8akkKR. Each of the complaints alleged,
among other things, that the Company's directogaged in "self-dealing" by agreeing to recommerdtthnsaction to the Company's
shareholders and that the consideration availabdeich shareholders in the transaction is unfary On motion of the plaintiffs, each of
these cases was transferred to the Sixth CircuittGor Davidson County, Twentieth Judicial Distriat Nashville. By order dated April 26,
2007, the seven lawsuits were consolidated in detainder the caption, "In re: Dollar General,'s€&o. 07MD-1. On June 13, 2007, the
court denied the Plaintiffs' motion for a temporanjynction to block the shareholder vote that wesn held on June 21, 2007. On June 22,
2007, the Plaintiffs filed their amended complairgking claims substantially similar to those owtirabove. The court on November 6, 2008
certified a class of all persons who held stocthinCompany on the date of the Merger. The defasdiéed for summary judgment.

On November 24, 2008, all defendants, iiclg the Company, reached an agreement in printoettle this lawsuit, subject to final
documentation and court approval. The Company chétexd that the agreement would be in the bestdstasf the Company to avoid costly
and time consuming litigation. Based on the agrednmeprinciple, the Company recorded a chargeppfaximately $34.5 million in the thil
quarter of 2008 in connection with the proposetesaent, net of anticipated insurance proceed< & #illion. In the fourth quarter, the
Company ultimately collected $10 million in insucarproceeds ($2.5 million more than the anticipat@dunt), and on February 2, 2009, the
Company funded the settlement. On February 11, ,206@%court approved the terms of the settlememt. ddditional $2.5 million in insuran
proceeds received in the fourth quarter of 2008be®sn recorded as a reduction of Litigation setleinand related costs, net in the 2008
statement of operations. Additional adjustmentsexpected to be material, may be made to the attoiradditional legal fees and costs.

From time to time, the Company is a pastydrious other legal actions involving claims demtal to the conduct of its business,
including actions by employees, consumers, sugplgvernment agencies, or others through privetterss, class actions, administrative
proceedings, regulatory actions or other litigatiogluding under federal and state employment lamgwage and hour laws. The Company
believes, based upon information currently avadatiiat such other litigation and claims, bothwmtlially and in the aggregate, will be
resolved without a material adverse effect on thm@any's financial statements as a whole. Howditiggtion involves an element of
uncertainty. Future developments could cause thetsens or claims to have a material adverse effe¢che Company's results of operations,
cash flows, or financial position. In addition, t@@n of these lawsuits, if decided adversely toGeenpany or settled by the Company, may
result in liability material to the Company's firgdal position or may negatively affect operatinguits if changes to the Company's business
operation are required.

Other

In August of 2008, the Consumer Produce&aimprovement Act of 2008 was signed into lawe Hiew law addresses, among other
things, the permissible levels of lead and listethalates in
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certain products. The first tier of new standatspermissible levels of lead and phthalates becefifeetive in February 2009; the second tier
is effective in August 2009. To ensure compliathe,Company undertook a process during the fouréntgr of 2008 to identify, mark down
and cease the sale of any remaining inventorwiloatd be impacted by the new law. The effect obthmarkdowns resulted in a 2008 chz

of $8.6 million included in Cost of goods sold iretconsolidated statement of operations. The Coynigazontinuing to evaluate its inventory
for the next implementation phase of the new lawt,dmes not currently expect the impact of thicpss to be material to its financial
statements. Until the process is complete, howelrerCompany cannot definitely rule out that pasisib

9. Benefit plans

The Dollar General Corporation 401(k) Sgeimnd Retirement Plan, which became effectiveaonary 1, 1998, is a safe harbor defined
contribution plan and is subject to the Employe&rBment and Income Security Act ("ERISA").

Participants are permitted to contributeMeen 1% and 25% of their pre-tax annual eligildmpensation as defined in the 401(k) plan
document, subject to certain limitations underltiternal Revenue Code. Employees who are over @geepermitted to contribute
additional amounts on a pre-tax basis under trehea provision of the 401(k) plan subject to IntEdrRevenue Code limitations. The
Company currently matches employee contributiamsuding catch-ugontributions, at a rate of 100% of employee cobntions up to 5% ¢
annual eligible salary, after an employee has leeeployed for one year and has completed a minimiuby080 hours of service.

A participant's right to claim a distribari of his or her account balance is dependent dS&Ruidelines and Internal Revenue Service
regulations. All active employees are fully vesiedll contributions to the 401(k) plan. During B)@he 2007 Successor and Predecessor
periods, and 2006, the Company expensed approXin&ge million, $3.0 million, $4.3 million, and $6 million, respectively, for matching
contributions. The Merger did not significantly iaqi the comparability of such expense amounts lestyeriods.

The Company also has a nonqualified suppteat retirement plan ("SERP") and compensatioerdaff plan ("CDP"), called the Dollar
General Corporation CDP/SERP Plan, for a seleatggof management and highly compensated employéessupplemental retirement p
is a noncontributory defined contribution plan wathnual Company contributions ranging from 2% téoldf base pay plus bonus depending
upon age plus years of service and job grade. lhée€DP, participants may defer up to 65% of mgeand up to 100% of bonus pay. An
employee may be designated for participation inameoth of the plans, according to the eligibiligquirements of the plans. The Company
matches base pay deferrals at a rate of 100% effmsdeferral, up to 5% of annual salary, withuahsalary offset by the amount of match-
eligible salary in the 401(k) plan. All participardre 100% vested in their CDP accounts.

Effective May 22, 2008, CDP eligibility ahnged as follows: to be eligible for CDP salary defks, individuals must earn compensation
in excess of the IRS limit under IRC 401(a)(17) &mble eligible for CDP bonus deferrals, individualust earn compensation in excess of
the IRS highly compensated limit under Section 4)@((B). Also, effective May 28, 2008, SERP elitjtp was frozen and management or
highly compensated employees hired on or afterdhsg are not eligible for SERP participation.
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As a result of the Merger which constituéetthange in control" under the CDP/SERP PlamraWiously unvested amounts under the
SERP vested on July 6, 2007. For newly eligible BEpRrticipants after July 6, 2007, the SERP accousst at the earlier of the participant's
attainment of age 50 or the participant's beingited with 10 or more "years of service", upon teation of employment due to death or
"total and permanent disability" or upon a "chamgeontrol”, all as defined in the CDP/SERP Plahe Tompany incurred compensation
expense for these plans of approximately $1.2 onilin 2008, $0.3 million in the 2007 Successorqegr0.5 million in the 2007 Predecessor
period, and $0.8 million in 2006.

The CDP/SERP Plan assets are investe@ afattion of the participant in an account that orgrthe performance of a fund or funds
selected by the Company's Compensation Committée delegate (the "Mutual Fund Options") or, ptiothe Merger, in an account that
mirrored the performance of the Company's commocksfthe "Common Stock Option”). Effective AugusB08, the deemed fund options
under the CDP/SERP Plan were changed to mirrasdhee fund options offered under the 401(k) plapaAicipant's CDP and SERP accc
balances will be paid in accordance with the piaict's election by (a) lump sum, (b) monthly ifigtants over a 5, 10 or 15 year period or
(c) a combination of lump sum and installments. Vasted amount will be payable at the time desaghby the plan upon the participant's
termination of employment or retirement, except fhaticipants may elect to receive an in-servietrithution or an "unforeseeable
emergency hardship” distribution of vested amouraslited to the CDP account. Account balances dddémbe invested in the Mutual Fund
Options are payable in cash and, prior to the Me@Eeount balances deemed to be invested in then@m Stock Option were payable in
shares of Dollar General common stock and casleindf fractional shares.

As a result of the Merger, the CDP/SERM HE&bilities as of the Merger date were fully futlinto an irrevocable rabbi trust. All
account balances deemed to be invested in the Carfstock Option were liquidated at a value of $2260share and the proceeds were
transferred to an existing Mutual Fund Option witthie Plan.

Asset balances in the Mutual Funds Optienséated at fair market value, which is basedwtef market prices. The current portion of
these balances is included in Prepaid expensesthadcurrent assets and the long term portiondleided in Other assets, net in the
consolidated balance sheets. In accordance witk BYF14 "Accounting for Deferred Compensation Agaments Where Amounts Earned
Are Held in a Rabbi Trust and Invested," the Conyfsastock was recorded at historical cost and ohedin Other shareholders' equity, prior
to the Merger. Also, prior to the Merger, the defdrcompensation liability related to the Compatogls for active plan participants was
included in shareholders' equity and subsequemggsato the fair value of the obligation were remiognized, in accordance with the
provisions of EITF 97-14. However, as a resulth& Merger, Company stock is no longer an availapt®n to Plan participants. The
deferred compensation liability related to the Muitiunds Option is recorded at the fair value efitivestment options as chosen by the
participants. The current portion of these balane@scluded in Accrued expenses and other andbtigeterm portion is included in Other
liabilities in the consolidated balance sheets.

Through January 2008, the Company sponsoeepplemental executive retirement plan for theefCExecutive Officer (called the
Supplemental Executive Retirement Plan for DavidPArdue) and accounted for the plan in accordaitbeSFAS 158. As a result of the
Merger, which constituted a change in control urtderterms of this plan and the grantor trust agesd, and Mr. Perdue's subsequent
resignation, Mr. Perdue became 100% vested. A depfospproximately $6.2 million was
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made to the trust representing Mr. Perdue's lumpasted benefit and accumulated interest, whichusrtwas paid to Mr. Perdue on
January 7, 2008, effectively terminating the plan.

Prior to the Merger, non-employee directwsld defer all or a part of any fees normallydday the Company to a voluntary
nonqualified compensation deferral plan. The corspton eligible for deferral included the annudhieer, meeting and other fees, as we
any per diem compensation for special assignmeatsgd by a director for his or her service toGbenpany's Board of Directors or one of
its committees. The deferred compensation wastei@th a liability account, which was then invesa¢the option of the director, in deemed
investments which mirrored either the Mutual Funmtiéns or the Common Stock Option and the defectedpensation was to be paid in
accordance with the director's election. All defdrcompensation was immediately due and payable agohange in control” of the
Company, as defined by the Plan. As a result oMbeger, which constituted a change in control urile Plan, all accounts held in the
Deferred Compensation Plan for Non-Employee Dinecteere distributed.

10. Share-based payments

The Company accounts for share-based pagnreaccordance with SFAS 123(R). Under SFAS 123t fair value of each award is
separately estimated and amortized into compemsakipense over the service period. The fair vafubeoCompany's stock option grants are
estimated on the grant date using the Black-ScHdkason valuation model. The application of thisuation model involves assumptions 1
are judgmental and highly sensitive in the deteatiim of compensation expense.

The Company adopted SFAS 123(R) effectisfertrary 4, 2006 and began recognizing compensakipanse for stock options based on
the fair value of the awards on the grant date. Cbmpany adopted SFAS 123(R) under the modifiedgotive-transition method and,
therefore, results from prior periods have not bestated. Under SFAS 123(R), forfeitures are exttihat the time of valuation and reduce
expense ratably over the vesting period.

Prior to the Merger, the Company maintainadous share-based compensation programs whitidied options, restricted stock and
restricted stock units. In connection with the Matghe Company's outstanding stock options, msttistock and restricted stock units
became fully vested immediately prior to the clgsif the Merger and were settled in cash, canamleh limited circumstances, exchanged
for new options of the Company, as described beldmless exchanged for new options, each optiongnakteived an amount in cash,
without interest and less applicable withholdingets, equal to $22.00 less the exercise price df Bathe-money option. Additionally, each
restricted stock and restricted stock unit holéeeived $22.00 in cash, without interest and Ipgsi@ble withholding taxes. Certain stock
options held by Company management were exchamgativ options to purchase common stock in the Gomfthe "Rollover Options").
The exercise price of the Rollover Options andrtheber of shares of Company common stock underlyiadrollover Options were
adjusted as a result of the Merger. The RollovetiadDp otherwise continue under the terms of theteglan under which the original optio
were issued.

On July 6, 2007, the Company's Board oéEtwrs adopted the 2007 Stock Incentive Plan for Kmployees, which Plan was
subsequently amended (as so amended, the "Pldré)PMan provides for the granting of stock optiatsck appreciation rights, and other
stock-based awards or dividend equivalent rightetoemployees, directors, consultants or othesqrex having a service relationship with
the Company, its subsidiaries and certain of fii@es. The number of shares of Company
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common stock authorized for grant under the Plap@moximately 15.7 million, approximately 13.7 lwih of which may be granted in the
form of stock options. As of January 30, 2009, 2,386 of such shares are available for future grantluding 1,664,691 shares which may
be granted in the form of stock options.

During the 2008 and the 2007 Successoog@gtihe Company granted options that vest solebnupe continued employment of the
recipient ("Time Options") as well as options thast upon the achievement of predetermined anmualraulative financial-based targets
("Performance Options"). According to the awardter20% of the Time Options and Performance Optimmerally vest annually over a
five-year period. In the event the performancedtig not achieved in any given period, such ogstifmn that period will subsequently vest
upon the achievement of a cumulative performanggetaVesting of the Time Options and PerformanpédDs is also subject to accelerat
in the event of an earlier change in control ardRbrformance Options are also subject to accetexasting, following an initial public
offering of the Company upon a sale by our majashgreholders of a percentage of their stock oCii@pany that is greater than the
percentage of the Performance Options that aradireested where our majority shareholders ealeaat certain returns on their investment
in such sale. Each of these options, whether Timigo®s or Performance Options have a contractual tf 10 years and an exercise price
equal to the fair value of the stock on the datgraft.

Both the Time Options and the Performanpédds are subject to various provisions set forth management stockholder's agreement
entered into with each option holder by which tlmrany may require the employee, upon terminatmeell to the Company any vested
options or shares received upon exercise of the Toptions or Performance Options at amounts tffifardiased upon the reason for the
termination. In particular, in the event that tlmepdoyee resigns "without good reason” (as defimetthié management stockholder's
agreement), then any options whether or not thencesable are forfeited and any shares received ppor exercise of such options are
callable at the Company's option at an amount equthle lesser of fair value or the amount paidiershares (i.e. the exercise price). In such
cases, because the employee would not benefityistzare appreciation over the exercise price,dooanting purposes, under SFAS 123(R)
such options are not considered vested until tipg@ion of the Company's call option, which is gelly five years subsequent to the date of
grant. Accordingly, all references to the vestimgvisions or vested status of the options discusséus note give effect to the vesting
pursuant to the provisions of SFAS 123(R) and miffgrdrom descriptions of the vesting status af fime Options and Performance
Options located elsewhere in the Company's AnnegbR on Form 10-K.

Each of the Company's management-owne@shRollover Options, and vested new options irelegltain provisions by which the
holder of such shares, Rollover Options, or ves&d options may require the Company to repurchaske sistruments in limited
circumstances. Specifically, each such instrumestibject to a repurchase right for a period of @ after termination due to the death or
disability of the holder of the instrument that o generally within five years from the date cdmr In such circumstances, the holder of
such instruments may require the Company to repigeelany shares at the fair market value of suatestaad any Rollover Options or vested
new options at a price equal to the intrinsic valtisuch Rollover or vested new options. BecauseCtbmpany does not have control over the
circumstances in which it may be required to repase the outstanding shares or Rollover Optiort$y shares and Rollover Options, valued
at $9.7 million and $4.2 million, respectively January 30, 2009, and at $6.0 million and $3.2iom|Irespectively, at February 1, 2008 have
been classified as Redeemable common stock inct@rganying consolidated balance sheets as
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of these dates. The values of these equity instntsr@e based upon the fair value and intrinsioevaf the underlying stock and Rollover
Options at the date of issuance. Because redemgittisunch shares is uncertain, such shares araubjgics to re-measurement until their
redemption becomes probable.

In addition to the repurchase rights upeatH or disability that are common to all managdrhetd shares, Rollover Options, and vested
new options, the management stockholder's agreentecl the Company entered into with certain exeeudfficers provided such officers
with an additional repurchase right in the eveptrtemployment terminated for any reason priohéxpiration of this repurchase right on
July 21, 2008. Such executive officers could hagiired the Company to repurchase their outstarsliages and Rollover Options at a price
of $8.75 per share in the case of shares and tieeetdfice in $8.75 per share and the exercise pfieay Rollover Options that they hold. This
repurchase right existed for a period of 365 dajlsewing termination of employment within the reted timeframe. As noted above, each of
the shares, whether held by general members of geament or executive officers, has been classifigdinvRedeemable common stock on
the accompanying consolidated balance sheet aabdy 30, 2009 and February 1, 2008. In the cdedrollover Options held by the
executive officers, however, the additional repasghrights in the event of termination of employtmior to July 21, 2008 were considered
within the control of the employee, and as such6 $3illion (representing the fixed repurchase prietated to such Rollover Options were
classified in Other (noncurrent) liabilities in thecompanying consolidated balance sheet at Fgbt@008 pursuant to SFAS 123(R).

Subsequent to the Merger, the Company'sBoiaDirectors adopted an Equity Appreciation RiggRlan (the "Rights Plan"). The Rights
Plan provides for the granting of equity appreoiatights to nonexecutive managerial employeesoddin January 30, 2009, 600,385 equity
appreciation rights had been granted, 28,707 df sigbts had been cancelled and 571,678 of sutiltsrigmain outstanding. The vesting of
such rights is based upon continued employmeneiéhdr a change in control of the Company or aifjedlpublic offering as defined in the
Rights Plan. Through January 30, 2009, no compimsakpense related to the Rights Plan had beagnézed based primarily on the
uncertainty of the vesting events.

For the year ended January 30, 2009, thedhue method of SFAS 123(R) resulted in shargebdacompensation expense and a
corresponding reduction in net income before inctames in the amount of $10.0 million ($6.1 millinat of tax, or $0.02 per diluted share)
of which $8.9 million ($5.4 million net of tax) waselated to stock options and $1.1 million ($0.Tiom net of tax) was related to restricted
stock as discussed below.

The 2007 Successor statement of operatéflexts share-based compensation expense (a cemipohSG&A expenses) under the fair
value method of SFAS 123(R) for outstanding sha®eld awards and a corresponding reduction of gris¢éame in the amount of
$3.8 million ($2.4 million net of tax, or $0.01 paifuted share).

The Company recognized $45.4 million ofreHaased compensation expense in the 2007 Predests®ement of operations
($28.5 million net of tax), including $6.0 millicsf compensation expense prior to the Merger indudeSG&A expenses comprised of
$2.3 million for stock options and $3.7 million fagstricted stock and restricted stock units. Ereaining $39.4 million of such expense
related directly to the Merger is reflected in Tgaction and related costs in the consolidatedratateof operations for the Predecessor pe
ended July 6, 2007, for the accelerated vestirgjaafk options ($18.7 million) and restricted stackl restricted stock units ($20.7 million).
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For the year ended February 2, 2007, thevédue method of SFAS 123(R) resulted in addaioshare-based compensation expense and
a corresponding reduction in net income beforenmedaxes in the amount of $3.6 million ($2.2 millioet of tax).

The fair value of each option grant is safidy estimated by applying the Black-Scholes-Meption pricing valuation model. The
weighted average for key assumptions used in détergithe fair value of options granted in the yeaded January 30, 2009, the Successor
period ended February 1, 2008, the Predecessadpenided July 6, 2007 and the year ended Febry&30Z, and a summary of the
methodology applied to develop each assumptionasfellows:

Successor Period Ended  Predecessor Period Ende

January 30. February 1, February 2,
July 6,
2009 2008 2007 2007
Expected dividend yiel 0% 0% 0.91% 0.82%
Expected stock price volatilil 40.2% 41.%% 18.5% 28.8%
Weighted average ri-free interest rat 2.8% 4.€% 4.5% 4.7%
Expected term of options (yea 7.4 7.5 5.7 5.7

Expected dividend yield—This is an estimaftéhe expected dividend yield on the CompanyslstPrior to the Merger this estimate
was based on historical dividend payment trendss&guent to the Merger, the Company is subjedtnitettions on the payment of dividends
under its credit facilities as further discussed@llote 6. An increase in the dividend yield will degse compensation expense.

Expected stock price volatility—This is @asure of the amount by which the price of the Gomgjs common stock has fluctuated or is
expected to fluctuate. Prior to the Merger, the @any used actual historical changes in the manket pf the Company's common stock i
implied volatility based upon traded options, wegghequally, to calculate the volatility assumptias it was the Company's belief that this
methodology provided the best indicator of futuotatility. For historical volatility, the Companyalculated daily market price changes from
the date of grant over a past period representafittee expected life of the options to determin&atility. Subsequent to the Merger the
expected volatilities have been based upon therfgat volatilities of a peer group of four compesi as the Company's common stock is not
publicly traded. An increase in the expected vilatwill increase compensation expense.

Weighted average risk-free interest rateisThthe U.S. Treasury rate for the week of trenghaving a term approximating the
expected life of the option. An increase in th&-fige interest rate will increase compensatioreesge.

Expected term of options—This is the pewédime over which the options granted are expmktderemain outstanding. For options
issued prior to the Merger, the Company took imdnsideration that its stock option grants prioAtgyust 2002 were significantly different
than grants issued on and after that date, andftrerthat the historical and post-vesting empldyseavior patterns for grants prior to that
date were of little or no value in determining fig@expectations. As a result, the Company excltidese pre-August 2002 grants from its
analysis of expected term. For pre-Merger optitims Company estimated expected term using a cotmputzased on an assumption that
outstanding options would be exercised approxindtalfway through their contractual term, takingpiconsideration such factors as grant
date, expiration date, weighted-average time-td;\eesual exercises and post-vesting cancellatiOpsions granted have a maximum term of
10 years. Due to the absence of historical datgrimts issued subsequent to the Merger, the Compestimated the
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expected term as the mid-point between the vestitg and the contractual term of the option. Amgase in the expected term will increase
compensation expense.

All nonvested restricted stock and restdcstock unit awards granted in the 2007 SuccessbPredecessor periods had a purchase
of zero. The Company records compensation expamsestraight-line basis over the restriction pebaded on the market price of the
underlying stock on the date of grant. The nonwkststricted stock and restricted stock unit awgrdsited under the plan to employees
during the 2007 Predecessor period were origirsgheduled to vest and become payable ratably obeee-year period from the respective
grant dates. The nonvested restricted stock uratdswgranted under the plan to non-employee direciaring the 2007 Predecessor period
were originally scheduled to vest over a one-yeaiopd from the respective grant dates, but becaagalge as a result of the Merger as
discussed above.

In accordance with the provisions of SFAZ3(R), unearned compensation is not recorded withareholders' equity for nonvested
restricted stock and restricted stock unit awatdsordingly, during the year ended February 2, 2@80& Company reversed its unearned
compensation balance as of February 3, 2006 obappately $5.2 million, with an offset to commormek and additional paid-in capital.

At January 30, 2009, 645,313 Rollover Omiavere outstanding, all of which were exercisable aggregate intrinsic value of
outstanding Rollover Options was $4.8 million wéthveighted average remaining contractual term4# gears, and a weighted average
exercise price of $2.19. At February 1, 2008, 1,028 Rollover Options were outstanding, all of whwere exercisable. The aggregate
intrinsic value of outstanding Rollover Options w67 million with a weighted average remainingtcactual term of 7.36 years, and a
weighted average exercise price of $2.19.

During the Predecessor period from Febr@aB007 to July 6, 2007 and year ended Februa2@@7, the weighted average grant date
fair value of options granted was $5.37 and $5.8€pectively; 4,213,373 and 617,234 options vestedof forfeitures, respectively; with a
total fair value of approximately $23.6 million a&@.5 million, respectively; and the total intrinsialue of stock options exercised was
$10.8 million and $6.8 million, respectively. Thaal intrinsic value of stock options repurchasgdhe Company under terms of the
management stockholder's agreements during 2008har2D07 Successor period was $2.5 million anl 0llion, respectively.

All stock options granted prior to the Mergn the Predecessor period ended July 6, 200y eamdended February 2, 2007 under the
terms of the Company's pre-Merger stock incentlae pvere non-qualified stock options issued atieepequal to the fair market value of the
Company's common stock on the date of grant, wiégially scheduled to vest ratably over a four+ypariod, and were to expire 10 years
following the date of grant.

A summary of Time Options activity duriftetSuccessor period ended January 30, 2009 idlasgo

Weighted Average

Options

Issued Exercise Price
Balance, February 1, 20! 5,448,57. $ 8.7t
Granted 1,702,65. 8.7t
Exercisec — —
Cancelec (1,129,71) 8.7t
Balance, January 30, 20 6,021,51 $ 8.7t
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During 2008, the weighted average grant ¢t value of Time Options granted was $4.17;,894 Time Options vested and are
exercisable, net of forfeitures, with a total feue of approximately $4.1 million, and none afsh options were exercised. At January 30,
2009, the aggregate intrinsic value of outstan@®@7 Time Options was $5.3 million with a weightagtrage remaining contractual term of
8.9 years. During the 2007 Successor period, thghierl average grant date fair value of Time Opstigranted was $4.64; no options vested
or were exercised. At February 1, 2008, the aggecig&insic value of outstanding 2007 Time Optioves $0 with a weighted average
remaining contractual term of 9.6 years, and ndrteeooutstanding Time Options were exercisable.

A summary of Performance Options activityidg the Successor period ended January 30, 2089 follows:

Weighted Average

Options

Issued Exercise Price
Balance, February 1, 20! 5,448,57. $ 8.7t
Granted 1,702,65. 8.7t
Exercisec — —
Cancelec (1,123,14) 8.7t
Balance, January 30, 20 6,028,008 $ 8.7t

During 2008, the weighted average grant ¢t value of Performance Options granted wa$&4L,056,278 Performance Options
vested and are exercisable, net of forfeitured) witotal fair value of approximately $4.8 milliaand none of those options were exercises
January 30, 2009, the aggregate intrinsic valumutftanding Performance Options was $5.3 milliothh\&iweighted average remaining
contractual term of 8.9 years. During the 2007 8ssor period, the weighted average grant datedhie of Performance Options granted
was $4.64; 1,089,714 Performance Options vestecdanexercisable, net of forfeitures, with a téé#l value of approximately $5.1 million,
and none of those options were exercised. At FeprLid2008, the aggregate intrinsic value of outsiiag 2007 Performance Options was $0
with a weighted average remaining contractual tefi®.6 years.

At January 30, 2009, the total unrecognzmuipensation cost related to non-vested stockmptvas $42.9 million with an expected
weighted average expense recognition period oy&a8s.

The Company currently believes that théquarance targets related to the Performance Optidlhbe achieved. If such goals are not
met, and there is no change in control, no compemseost relating to these Performance Optionsheilrecognized and any compensation
cost recognized to date will be reversed.

In January 2008, the Company granted 5@3ponvested restricted shares to its Chief Exeeudifficer. These shares vest on the first to
occur of (i) a change in control, (ii) an initialiplic offering, (iii) termination without cause due to death or disability, or (iv) the last day of
the Company's 2011 fiscal year. These shares eprtee only outstanding restricted shares asrafalg 30, 2009 and February 1, 2008. For
2008 and the 2007 Successor period, the share-basgubnsation expense related to restricted shafese income taxes was $1.1 million
($0.7 million net of tax) and less than $0.1 millisespectively. At January 30, 2009 and FebruaB008, the total compensation cost related
to nonvested restricted stock awards not yet razedrwas approximately $3.3 million and $4.4 millioespectively.

F-48




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
11. Related party transactions

Affiliates of certain of the Investors paipated as (i) lenders in the Company's Crediilfias discussed in Note 6; (ii) initial purchas
of the Company's notes discussed in Note 6; @interparties to certain interest rate swaps dészls Note 7 and (iv) as advisors in the
Merger. Certain fees were paid upon closing ofMleeger to affiliates of certain of the Investorfiege fees primarily included underwriting
fees, advisory fees, equity commitment fees, swiiin fees, Merger and acquisition fees, sponges;, feosts of raising equity, and out of
pocket expenses. The aggregate fees paid to thlesed parties during the Successor period endedi&ey 1, 2008 totaled $134.9 million,
portions of which have been capitalized as delastrfiing costs or as direct acquisition costs.

Affiliates of KKR (among other entities)ealenders under, and Citicorp North America, Ieves as administrative agent and collateral
agent for, the Company's $2.3 hillion senior sedieem loan facility. The amount of principal oatstling under this term loan facility at all
times since the Merger was $2.3 billion, and thenfany paid no principal and approximately $133.4ioni of interest on the senior secured
term loan during 2008. The Company paid $0.2 nrilio Citicorp North America, Inc. for its servicedating to this facility in 2008 as
further discussed in Note 6.

Goldman, Sachs & Co. is a counterpartyntamortizing interest rate swap totaling $433.3iamilas of January 30, 2009, entered into in
connection with the Company's senior secured team facility. The Company paid Goldman, Sachs & &sproximately $9.5 million in
2008 pursuant to the interest rate swap as fudiseussed in Note 7.

The Company entered into a monitoring agesd, dated July 6, 2007, with affiliates of cartaf the Investors pursuant to which those
entities will provide management and advisory smwito the Company. Under the terms of the monicgigreement, among other things,
Company is obliged to pay to those entities aneggfe, initial annual management fee of $5.0 miilpayable in arrears at the end of each
calendar quarter plus all reasonable out of poekpenses incurred in connection with the provisibservices under the agreement upon
request. The management fees and other expensesethéor the Successor periods ended January0B®, &1d February 1, 2008 totaled
$6.6 million and $2.9 million, respectively. The magement fee increases at a rate of 5% per yeas€eTéntities also are entitled to receive a
fee equal to 1% of the gross transaction valu@mmection with certain subsequent financing, adtijois disposition, and change in control
transactions, as well as a termination fee in treeof an initial public offering or under certaither circumstances. In addition, on July 6,
2007, the Company entered into a separate inderatidn agreement with the parties to the monitoaggeement, pursuant to which the
Company agreed to provide customary indemnificatiiosuch parties and their affiliates.

The Company uses Capstone Consulting, laLi€@am of executives who work exclusively with KigBrtfolio companies providing
certain consulting services. The Chief Executivédef of Capstone served on the Company's Boafirefctors until March 2009. Although
neither KKR nor any entity affiliated with KKR owray of the equity of Capstone, prior to Januargll}7 KKR had provided financing to
Capstone. The aggregate fees incurred for Capstmees for the Successor periods ended JanuaB080 and February 1, 2008 totaled
$3.0 million and $1.9 million, respectively.

The Company purchased certain of its 128%2.625% senior subordinated notes held by Goldi®achs & Co. in the amount of
$25.0 million in January 2008 as further discussedote 6, and paid commissions less than $0.Janilh connection therewith.
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On November 29, 2006 and September 30,,2863redecessor's Board of Directors authorizedCompany to repurchase up to
$500 million and up to 10 million shares, respeddtiy of the Predecessor's outstanding common stdedse authorizations allowed for
purchases in the open market or in privately neggdi transactions from time to time, subject tokaaconditions. The objective of these
share repurchase initiatives was to enhance shderhalue by purchasing shares at a price thatymed a return on investment that was
greater than the Company's cost of capital. Additily, share repurchases generally were undertakbrif such purchases resulted in an
accretive impact on the Company's fully dilutedn@ags per share calculation. No purchases were packiant to the 2006 authorization,
which was terminated as a result of the Mergeririgu?006, the Company purchased approximately 4llibmshares of the Predecessor
pursuant to the 2005 authorization at a total 06$79.9 million.

13. Hurricane Katrina insurance settlement

During 2006, the Company settled an inscgastaim related to Hurricane Katrina and receipasteeds of $13.0 million representing
insurance recoveries for destroyed and damagetsasssts incurred and business interruption cayesrahich are reflected in results of
operations for 2006 as a reduction of SG&A expenBls business interruption portion of the procegds approximately $5.8 million.
Insurance recoveries related to fixed assets Ieageigicluded in cash flows from investing actadtiand recoveries related to inventory losses
and business interruption are included in cashdlém operating activities.

14. Segment reporting

The Company manages its business on the @fagne reportable segment. See Note 1 for d description of the Company's business.
As of January 30, 2009, all of the Company's op@natwere located within the United States withekeeption of an immaterial Hong Kong
subsidiary which assists in the importing of certaierchandise that began operations in 2004. Tilewiog net sales data is presented in
accordance with SFAS 131, "Disclosures about Setgradran Enterprise and Related Information."”

Successor Predecessor
February 3, 2007

March 6, 2007

through through
(In thousands) 2008 February 1, 200¢ July 6, 2007 2006
Classes of similar product
Consumable $ 7,248,411 $ 3,701,72. $ 2,615,111 $6,022,01
Seasona 1,521,45! 908,30: 604,93! 1,509,99!
Home product: 862,22¢ 507,02° 362,72! 914,35’
Apparel 825,57 454,44 340,98: 723,45
Net sales $10,457,66 $ 5,571,49. $ 3,923,75 $9,169,82.

15. Quarterly financial data (unaudited)

The following is selected unaudited qudyténancial data for the fiscal year ended Jan&ly2009, the Successor period ended
February 1, 2008, and the Predecessor period ehdg®, 2007.
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Each quarterly period listed below was a 13-wealoanting period. The sum of the four quarters for given year may not equal annual
totals due to rounding.

Successor First Second Third Fourth

(In thousands except per share data) Quarter Quarter Quarter Quarter

2008:

Net sales $2,403,49: $2,609,38: $2,598,93! $2,845,84

Gross profit 693,07 758,03! 772,28 837,69¢

Operating profit 110,87: 143,05! 103,73. 222,82!

Net income (loss 5,91¢ 27,71¢ (7,30€) 81,85«

Basic earnings (loss) per shi 0.0z 0.0¢ (0.02) 0.2¢

Diluted earnings (loss) per she 0.0z 0.0¢ (0.02) 0.2¢

Predecessor Successor(a)
May 5, March 6,
2007 2007
through through
First July 6, August 3, Third Fourth

(In thousands except per share data) Quarter 2007 2007 Quarter Quarter
2007:
Net sales $2,275,26° $1,648,481 $699,07¢ $2,312,84. $2,559,57.
Gross profit 633,06( 438,51! 184,72: 646,80( 740,37:
Operating profit (loss 55,36¢ (46,120 (6,025 65,70: 186,46t
Net income (loss 34,87: (42,879 (27,179 (33,03 55,38¢
Basic earnings (loss) per shi (0.09) (0.10 0.17
Diluted earnings (loss) per she (0.09) (0.10 0.17

€)) Includes the results of operations of Buck AcqigsitCorp. for the period prior to its Merger withdainto Dollar General Corporation
from March 6, 2007 (its formation) through July2®07 (reflecting the change in fair value of instnate swaps), and the post-Merger
results of Dollar General Corporation for the parfmom July 7, 2007 through February 1, 2008. Setesl1 and 2.

As discussed in Note 1, in the seconddttand fourth quarters of 2008, the Company reabtdEO provisions of $16.0 million
($9.7 million net of tax, or $0.03 per diluted sigi$15.7 million ($9.6 million net of tax, or $8.Qer diluted share), and $12.1 million
($7.4 million net of tax, or $0.02 per diluted sharespectively. These charges are reflected in &@apods sold for each quarter,
respectively.

As discussed in Note 8, in the third quanfe2008, based on the agreement in principlestttesthe Merger-related shareholder litigation,
the Company recorded charges of approximately $3dion ($37.4 million net of tax, or $0.12 peiutied share) in connection with the
proposed settlement, which was net of anticipatedrance proceeds of $7.5 million. In the fourthnter of 2008, the Company received
insurance proceeds totaling $10.0 million, thusioia the charges to $32.0 million net of insurapEeeds and increasing operating profit
by the incremental $2.5 million ($1.5 million ndttax, or less than $0.01 per diluted share). Tlaseunts are reflected as Litigation
settlement and related costs, net in the respegtiaeters.

As discussed in Note 3, in the fourth geradf 2008, the Company recorded net additionakg@xeexpenses of $3.3 million ($2.0 million
net of tax, or $0.01 per diluted share) related to
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underperforming stores closed in fiscal years 22 2007. These additional expenses are relatedawvaluation of the existing lease
contract termination liabilities based on curremtrket conditions and are reflected as SG&A expense.

As discussed in Note 6, in the fourth gesadf 2008, the Company repurchased $44.1 milliothe 11.875%/12.625% senior
subordinated toggle notes due 2017 resulting ietayain of $3.8 million ($2.3 million net of tax; $0.01 per diluted share) which is
recognized as Other (income) expense.

As discussed in Note 8, in the fourth qeraof 2008, the Company recorded an $8.6 millidh3$nillion net of tax, or $0.02 per diluted
share) charge included in Cost of goods sold rélat¢he markdown of certain products covered leyGonsumer Products Safety
Improvement Act of 2008, and reversed $5.0 mil{i$8.1 million net of tax, or $0.01 per diluted shjaof SG&A expenses originally recorc
in fiscal 2007 related to certain distribution @ariease contingencies.

As discussed in Note 2, in the Predecgssiaod ended July 6, 2007, the Company recordedaion and other costs related to the
Merger of $56.7 million and share-based compensatgense related directly to the Merger of $39ian as discussed in Note 10. As
discussed in Note 2, in the Successor period eAdgdst 3, 2007, the Company recorded transactidroimer costs related to the Merger of
$5.6 million ($3.5 million net of tax, or $0.01 paifuted share), a loss on debt retirement reltdgtle Merger of $6.2 million ($3.9 million
net of tax, or $0.01 per diluted share) as disaigs&lote 6; a contingent loss related to certalBases of $8.6 million ($5.4 million net of
tax, or $0.02 per diluted share) as discussed te Bpand a gain on certain interest rate swagsisé®d in Note 7 of $6.8 million
($4.3 million net of tax, or $0.01 per diluted shjar

In the third quarter of 2007, the Compasagorded an additional contingent loss related tmteDC leases of $3.4 million ($2.1 million
net of tax, or $0.01 per diluted share) as disaigsé&lote 8.

As discussed in Note 6, in the fourth gesaof 2007, the Company recorded a gain on debéne¢nt of $4.9 million ($3.1 million net of
tax, or $0.01 per diluted share).

16. Guarantor subsidiaries

Certain of the Company's subsidiaries (@Gearantors") have fully and unconditionally guaesad on a joint and several basis the
Company's obligations under certain outstanding dbligations. Each of the Guarantors is a dire¢hdirect wholly-owned subsidiary of tt
Company. The following consolidating schedules @nésondensed financial information on a combinasid) in thousands.
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SUCCESSOR

As of January 30, 2009

DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel $ 292,63° $ 64,40¢ $ 20,95¢ $ — $ 377,99
Merchandise inventorie —  1,414,95! — — 1,414,95!
Income tax receivabl 50,60: — — (44,209 6,392
Deferred income taxe 5,892 — 2,56( (3,857) 4,60(
Prepaid expenses and other current a: 462,57. 2,016,71. 5,892  (2,418,99) 66,18
Total current asse 811,70: 3,496,07 29,40¢ (2,467,051 1,870,12!
Net property and equipme 82,61¢ 1,186,12! 21¢ — 1,268,96!
Goodwill 4,338,58! — — — 4,338,58!
Intangible assel 1,205,66 119,89: — — 1,325,55
Deferred income taxe — — 3,51¢ (3,51¢) —
Other assets, n 3,384,08! 130,10( 280,20:  (3,708,42) 85,96
Total asset $ 9,822,66:$ 4,932,18 $ 313,34¢$ (6,179,000 8,889,19
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term obligation: $ 11,50 $ 2,65¢ $ —$ — $ 14,15¢
Accounts payabl 2,007,62! 1,035,05 46,64«  (2,410,90) 678,42:
Accrued expenses and ott 108,50« 220,14. 54,48¢ (8,090 375,04!
Income taxes payab 1,65¢ 48,46 1,69¢ (44,209 7,611
Deferred income taxe — 3,852 — (3,852 —
Total current liabilities 2,129,28! 1,310,17! 102,82° (2,467,05) 1,075,23!
Long-term obligations 4,346,25:  2,383,30: — (2,606,600 4,122,95
Deferred income taxe 397,57( 162,04¢ — (3,519 556,10:
Other nol-current liabilities 103,92¢ 37,65: 147,70° — 289,28t
Redeemable common sto 13,92 — — — 13,92/
Shareholders' equit
Preferred stoc — — — — —
Common stocl 278,11 23,85¢ 10C (23,95%) 278,11:
Additional paic-in capital 2,489,64 553,63¢ 19,90( (573,539 2,489,64
Retained earning 103,36« 461,51: 42,81F (504,32¢) 103,36«
Accumulated other comprehensive | (39,430) — — — (39,430
Total shareholders' equi 2,831,69" 1,039,000 62,81  (1,101,82) 2,831,69
Total liabilities and shareholders' equ $ 9,822,66:$% 4,932,18 $ 313,34¢$ (6,179,000$ 8,889,19

F-53




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
16. Guarantor subsidiaries (Continued)
SUCCESSOR

As of February 1, 2008

DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel $ 8,32( $ 59,37¢ $ 32,51( $ — $ 100,20¢
Shor-term investment — — 19,61 — 19,61
Merchandise inventorie — 1,288,66: — — 1,288,66.
Income tax receivabl 102,27: — — (69,777) 32,50
Deferred income taxe 3,96¢ — 20,62¢ (7,295 17,291
Prepaid expenses and other current a: 221,40¢ 337,74 9,341 (509,029 59,46:
Total current asse 335,967 1,685,78: 82,08¢ (586,097 1,517,74.
Net property and equipme 83,65¢ 1,190,13 45¢€ — 1,274,24!
Goodwill 4,344,93 — — — 4,344,93
Intangible assel 10,91 1,359,64 — — 1,370,55
Deferred income taxe 43,89( — 47,06° (90,957 —
Other assets, n 2,629,96' 1,652 111,59° (2,594,26) 148,95!
Total asset $ 7,449,32'$ 4,237,211 $ 241,20 $ (3,271,31)$ 8,656,43
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term obligation: $ — % 3,24¢ $ —$ — 3 3,24¢
Accounts payabl 253,47 736,84 40 (439,32) 551,04(
Accrued expenses and ot} 62,957 188,87" 55,18t (6,06%) 300,95¢
Income taxes payab — 59,26+ 13,50 (69,779 2,99¢
Total current liabilities 316,43¢ 988,23 68,73: (515,156 858,24
Long-term obligations 4,257,25(  1,837,71! —  (1,816,20) 4,278, 75!
Deferred income taxe — 584,97t — (98,257 486,72!
Other liabilities 162,64 21,191 135,87¢ — 319,71«
Redeemable common sto 9,127 — — — 9,127
Shareholders' equit
Preferred stoc — — — —
Common stocl 277,74: 23,75 10C (23,859 277,74:
Additional paic-in capital 2,480,06: 653,71: 19,90( (673,61 2,480,06;
Retained earning (4,819 127,63 16,591 (144,23() (4,819
Accumulated other comprehensive | (49,119 — — — (49,117)
Total shareholders' equi 2,703,87. 805,09° 36,59" (841,69) 2,703,87.
Total liabilities and shareholders' equ $ 7,449,320% 4,237,211 $ 241,20t $ (3,271,31)$ 8,656,43.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

SUCCESSOR

STATEMENTS OF OPERATIONS:
Net sales
Cost of goods sol

Gross profit

Selling, general and administrative expe
Litigation settlement and related costs,
Operating profit (loss

Interest incom

Interest expens

Other (income) expen:

Income (loss) before income tax
Income taxe:

Equity in subsidiaries' earnings, net of ta

Net income

SUCCESSOR

STATEMENTS OF OPERATIONS:
Net sales
Cost of goods sol

Gross profit
Selling, general and administrative expe
Transaction and related co

Operating profit (loss
Interest incomt
Interest expens

Other (income) expen:

Income (loss) before income tax

Income taxe:

Equity in subsidiaries' earnings, net of ta
Net income (loss

For the year ended January 30, 2009

DOLLAR
GENERAL GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS

CONSOLIDATED

TOTAL

$ 236,68: $10,457,66 $ 97,91° $ (334,599% 10,457,66
— 7,396,57. — — 7,396,57.
236,68 3,061,009 97,91% (334,599 3,061,09
210,66' 2,499,33 73,21« (334,599 2,448,61.
32,00( — — — 32,00(
(5,987%) 561,76t 24,70: — 580,48t
(62,722 (36,844 (13,532 110,03 (3,06))
427,36! 74,58¢ 18 (110,03) 391,93:
(2,78¢) — — — (2,789
(367,83) 524,02 38,21" — 194,40:
(115,929  190,14¢ 11,99¢ — 86,22
360,09 — — (360,096 —
$ 108,18:$ 333,87¢ $ 26,21¢ $ (360,096% 108,18:
March 6, 2007 through February 1, 2008
DOLLAR CONSOLIDATED
GENERAL GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 96,30( $ 5,571,49 $ 65,05 $ (161,35)% 5,571,49
—  3,999,59! — — 3,999,59!
96,30( 1,571,89. 65,057 (161,35) 1,571,89.
102,03( 1,337,31. 46,524 (161,35) 1,324,50:
1,24z — — — 1,24z
(6,972) 234,58 18,53: — 246,14
(58,78¢) (23,20¢) (8,013 86,20¢ (3,799
274,10« 64,99 8 (86,20¢) 252,89’
3,63¢ — — — 3,63¢
(225,929 192,79 26,53¢ - (6,599
(76,88) 65,16¢ 9,94( — (1,775
144,23 - - (144,23 -
$ (4,81$ 127,63. $ 16,59t $ (144,230% (4,81
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

PREDECESSOR

STATEMENTS OF OPERATIONS:

Net sales

Cost of goods sol

Gross profit

Selling, general and administrative expe
Transaction and related co

Operating profit (loss

Interest incom

Interest expens

Income (loss) before income tax

Income taxe:

Equity in subsidiaries' earnings, net of ta
Net income (loss

PREDECESSOR

STATEMENTS OF OPERATIONS:

Net sales

Cost of goods sol

Gross profit

Selling, general and administrative expe
Operating profit

Interest incom:

Interest expens

Income before income tax

Income taxe:

Equity in subsidiaries' earnings, net of ta
Net income

February 3, 2007 through July 6, 2007

DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 76,94t $ 3,923,75° ¢  44,20¢ $ (121,15)% 3,923,75:
—  2,852,17 — — 2,852,17i
76,94¢  1,071,57! 44,20¢ (121,15) 1,071,57
64,82’ 982,32: 34,93: (121,15) 960,93(
101,39 — — — 101,39°
(89,279 89,25/ 9,27: — 9,24¢
(53,279 (11,47%) (5,626 65,33( (5,046)
19,79¢ 55,82¢ 5 (65,330 10,29¢
(55,79)) 44,89¢ 14,89: — 3,99¢
(4,812 11,92: 4,88: — 11,99:
42,98t — — (42,985
$ (7,999$ 32,97« $ 10,01 $  (42,989% (7,99¢)
For the year ended February 2, 2007
DOLLAR CONSOLIDATED
GENERAL GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 16546!% 9,169,822 ¢ 107,38'$ (272,840% 9,169,82
— 6,801,61 = = 6,801,61
16546. 2,368,200  107,38. (272,84  2,368,20!
149,27.  2,154,37. 89,13: (272,849 2,119,92!
16,19: 213,83« 18,25 — 248,27t
(126,62 (33,52)) (11,549 164,69( (7,009
60,85¢ 138,74 — (164,690 34,91¢
81,96 108,60t 29,79« — 220,36:
36,51: 36,56¢ 9,33¢ — 82,42(
92,49: — — (92,499 —
$ 137,94 % 72,03t $ 20,45% $ (92,499 % 137,94
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

SUCCESSOR

STATEMENTS OF CASH FLOWS:

Cash flows from operating activitie
Net income

Adjustments to reconcile net income to net caskigdeal by (used in) operating activiti

Depreciation and amortizatic
Deferred income taxe
Tax benefit of stock optior
Noncash inventory adjustments and asset impairn
Noncash sha-based compensatic
Other noncash gains and los
Equity in subsidiaries' earnings, 1
Change in operating assets and liabilit
Merchandise inventorie
Prepaid expenses and other current a
Accounts payabl
Accrued expenses and ott
Income taxe:
Other

Net cash provided by (used in) operating activi

Cash flows from investing activitie
Purchases of property and equipm
Purchases of shi-term investment

Sales of sho-term investment

Proceeds from sale of property and equipn

Net cash provided by (used in) investing activi

Cash flows from financing activitie

Issuance of common sto

Net borrowings (repayments) under revolving créatlity
Repayments of lor-term obligations

Repurchases of stock optio

Repurchases of common stc

Tax benefit of stock optior

Changes in intercompany note balances

Net cash provided by (used in) financing activi

Net increase (decrease) in cash and cash equis.
Cash and cash equivalents, beginning of '

Cash and cash equivalents, end of

For the year ended January 30, 2009

DOLLAR

GENERAL GUARANTOR

OTHER

CONSOLIDATED

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 108,18. $ 333,87¢ $ 26,21¢ $ (360,09¢) $ 108,18:
34,63¢ 213,008 25¢ — 247,89¢
(4,68)) 16,50( 61,61¢ — 73,43¢
(950) — — — (950C)
— 50,671 — — 50,67:
9,95¢ — — — 9,95¢
(3,109 5,53¢ — — 2,43¢
(360,09¢) — — 360,09¢ —
— (173,019 — — (173,01,
(2,310 3,76¢ (2,059 — (59€)
18,717 121,54¢ 93 — 140,35¢
11,427 46,177 11,13: — 68,73t
56,59¢ (10,797 (11,819 — 33,98¢
2,52¢ 11,64 (88) — 14,08¢
(129,09 618,91( 85,36: — 575,17¢
(16,467 (189,05¢) (21) — (205,54¢)
— — (9,909 — (9,909)
— — 61,547 — 61,547
— 1,26¢€ — — 1,26¢€
(16,467 (187,79)) 51,62: — (152,63)
4,22¢ — — — 4,22¢
(102,50() — — — (102,500)
(40,780 (3,645 — — (44,425)
(2,519 — — — (2,511
(49¢) — — — (49€)
95(C — — — 95C
570,98¢ (422,449 (148,54) — —
429,87¢ (426,09)) (148,547 — (144,75¢)
284,31° 5,02¢ (11,55¢) — 277,78t
8,32( 59,37¢ 32,51( — 100,20¢
$ 292,63 $ 64,40¢ $ 20,95 $ — 377,99!
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

SUCCESSOR

STATEMENTS OF CASH FLOWS:

Cash flows from operating activitie
Net income (loss

Adjustments to reconcile net income to net caskigdeal by (used in) operating activiti

Depreciation and amortizatic
Deferred income taxe
Noncash inventory adjustments and asset impairn
Noncash sha-based compensatic
Other noncash gains and los
Equity in subsidiaries' earnings, 1
Change in operating assets and liabilit
Merchandise inventorie
Prepaid expenses and other current a:
Accounts payabl
Accrued expenses and ott
Income taxe:
Other

Net cash provided by (used in) operating activi

Cash flows from investing activitie

Merger, net of cash acquir

Purchases of property and equipm
Purchases of shi-term investment

Sales of sho-term investment

Purchases of loi-term investment
Purchase of promissory nc

Proceeds from sale of property and equipn

Net cash provided by (used in) investing activi

Cash flows from financing activitie

Issuance of common sto

Net borrowings (repayments) under revolving créatlity
Issuance of lor-term obligations

Repayments of lor-term obligations

Debt issuance cos

Repurchase of common st

Changes in intercompany note balances

Net cash provided by (used in) financing activi

Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of

March 6, 2007 through February 1, 2008

DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL

$ (4,819 $ 127,63. $ 16,59¢ $ (144,230 $ (4,81%)

21,63¢ 128,43: 14¢€ — 150,21

(2,120 20,20¢ 1,46 — 19,55:

= 6,115 — — 6,115

3,827 — — — 3,827

4,95¢ 571 = = 5,52¢

(144,23() — — 144,23( —

— 73,35¢ — — 73,35¢

(1,120 4,782 76 — 3,73¢

(40,745 12,42¢ (13,079) — (41,39

(7,456 6,41¢ 17,09¢ = 16,06:

(45,416) 44,82¢ 7,93¢ — 7,34¢

(3,16¢ 3,67¢ (422) — 84

(218,65 428,44 29,81¢ — 239,60«

(5,649,18) (1,129,95) 40,74« — (6,738,39)

(1,617 (82,009 (22) — (83,647

— — (3,800 — (3,800

— — 21,44t — 21,44t

— — (7,479 — (7,479

— (37,04) = — (37,04)

— 532 — — 532

(5,650,79) (1,248,47) 50,89¢ — (6,848,37)

2,759,54( = = = 2,759,54(

102,501 — — — 102,50(

4,176,81 — — — 4,176,81

(236,085 (5,861) — — (241,94Y

(87,397) = — — (87,397)

(547 — — — (541)

(837,067 885,26! (48,209 — =

5,877,77 879,40" (48,209 — 6,708,97!

8,32( 59,37¢ 32,51( — 100,20¢

$ 8,32( $ 59,37¢ $ 32510 $ — 3 100,20¢
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

PREDECESSOR
February 3, 2007 through July 6, 2007
DOLLAR CONSOLIDATED
GENERAL GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activitie
Net income (loss $ (7,999 $ 32,97 $ 10,017 $ (42,98% $ (7,99¢)
Adjustments to reconcile net income (loss) to reshcprovided by operating activiti
Depreciation and amortizatic 9,051 74,77( 96 — 83,917
Deferred income taxe (7,982) (9,199 (3,699 — (20,879
Tax benefit of stock optior (3,927) — — — (3,927)
Noncash sha-based compensatic 45,43 — — — 45,43
Other noncash gains and los — 5,09¢ — — 5,09¢
Equity in subsidiaries' earnings, t (42,985 — — 42,98t —
Change in operating assets and liabilit
Merchandise inventorie — 16,42« — — 16,42¢
Prepaid expenses and other current a: 5,75¢ (11,767) (280) — (6,189
Accounts payabl 44,90¢ (23,107 12,98¢ — 34,79
Accrued expenses and ott 7,897 36,02: 9,077 — 52,99t
Income taxe: (24,999 31,74. (3,939 — 2,80¢
Other 21 (372) (190 — (541)
Net cash provided by operating activit 25,17¢ 152,59 24,17( — 201,94¢
Cash flows from investing activitie
Purchases of property and equipm (5,32)) (50,737) (95) — (56,159
Purchases of shi-term investment — — (5,100 — (5,100
Sales of sho-term investment — — 9,50¢ — 9,50¢
Purchases of lor-term investment — — (15,759 — (15,759
Proceeds from sale of property and equipn — 62C — — 62C
Net cash used in investing activiti (5,32)) (50,117 (11,449 — (66,887)
Cash flows from financing activitie
Repayments of lor-term obligations (14¥) (4,357) — — (4,500
Payment of cash dividens (15,710 — — — (15,710
Proceeds from exercise of stock optit 41,54¢ — — — 41,54¢
Tax benefit of stock optior 3,927 — — — 3,927
Changes in intercompany note balances 75,84( (86,98¢) 11,14¢ — —
Net cash provided by (used in) financing activi 105,45! (91,340 11,14¢ — 25,26%
Net increase in cash and cash equival 125,31 11,14( 23,87« — 160,32°
Cash and cash equivalents, beginning of * 114,31( 58,107 16,87 — 189,28t
Cash and cash equivalents, end of pe $ 239,62. $ 69,247 $ 40,745 $ — $ 349,61

F-59




Table of Contents

DOLLAR GENERAL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

16. Guarantor subsidiaries (Continued)

PREDECESSOR

STATEMENTS OF CASH FLOWS:

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigea by operating activitie
Depreciation and amortizatic
Deferred income taxe
Tax benefit of stock optior
Noncash inventory adjustments and asset impairn
Noncash sha-based compensatic
Other noncash gains and los
Equity in subsidiaries' earnings, 1
Change in operating assets and liabilit
Merchandise inventorie
Prepaid expenses and other current a:
Accounts payabl
Accrued expenses and ott
Income taxe:
Other

Net cash provided by operating activit

Cash flows from investing activitie

Purchases of property and equipm

Purchases of she-term investment

Sales of sho-term investment

Purchases of lor-term investment

Sale and insurance proceeds related to propertg@uigpmen

Net cash used in investing activiti

Cash flows from financing activitie

Net borrowings (repayments) under revolving créatility
Repayments of lor-term obligations

Debt issuance cos

Payment of cash dividen

Exercises of stock optior

Repurchases of common stc

Tax benefit of stock optior

Changes in intercompany note balances

Net cash used in financing activiti

Net increase (decrease) in cash and cash equis:
Cash and cash equivalents, beginning of *

Cash and cash equivalents, end of \

For the year ended February 2, 2007

DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL

$ 137,94 $ 72,03¢ $ 20,45¢ $ (92,499 $ 137,94:

21,43¢ 178,92 252 — 200,60t

(1,848) (35,119 (1,255 — (38,21%)

(2,519 = = — (2,519

— 76,59¢ — — 76,59¢

7,57¢ = = = 7,57¢

— 5,82( — — 5,82(

(92,49) = — 92,49: —

= (26,547 — — (26,54))

(1,042 (13,65%) 9,28¢ — (5,411

(4,246 39,18¢ 18,60! = 53,54«

(225) 38,56¢ 14 — 38,35:

(2,55¢) (29,529 (3,089 — (35,16%)

43C (7,670) — — (7,24()

62,46t 298,62: 44,27( — 405,35°

(13,270) (247,789 (457) — (261,519

(38,700 — (10,975 — (49,675

38,70( = 12,82t = 51,52t

— — (25,756 — (25,756

142 3,30¢ 11 — 3,457

(13,127 (244,48Y) (24,357 — (281,969

97 (14,215 = = (14,119

(584) — — — (584)

(62,477) — — — (62,477)

19,89¢ — — — 19,89¢

(79,947 — — — (79,947

2,51¢ — — — 2,51:

75,061 (40,299 (34,767 — =

(45,43%) (54,512 (34,767) — (134,719

3,90( (377) (14,842 — (11,327

110,41( 58,48¢ 31,71¢ — 200,60¢

$ 114,31( $ 58,107 $ 16,871 $ — $ 189,28t
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands except per share amounts)

Pro Forma
July 31, July 31, January 30,
2009(a) 2009 2009
(Unaudited) (Unaudited) (see Note 1)
ASSETS
Current asset:
Cash and cash equivale $ 275,64 $ 515,37' $ 377,99
Merchandise inventorie 1,552,581 1,552,581 1,414,95!
Income taxes receivah 5,45( 5,45( 6,392
Deferred income taxe — — 4,60(
Prepaid expenses and other current a: 72,36¢ 72,36¢ 66,18
Total current asse 1,906,04: 2,145,77¢ 1,870,12!
Net property and equipme 1,273,45. 1,273,45  1,268,96!
Goodwill 4,338,58' 4,338,58  4,338,58
Intangible assets, n 1,303,191 1,303,191 1,325,55!
Other assets, n 78,92¢ 78,92¢ 85,96
Total asset $8,900,21: $9,139,94. $8,889,19
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term obligations $ 26,797 $ 26,797 $ 14,15¢
Accounts payabl 800,30t 800,30t 678,42:
Accrued expenses and ott 304,38: 304,38: 375,04!
Income taxes payab 18,97 19,30¢ 7,611
Deferred income taxe 15,03: 15,03: —
Total current liabilities 1,165,49! 1,165,82! 1,075,23!
Long-term obligations 4,111,020 4,111,020  4,122,95
Deferred income taxe 550,55: 550,55: 556,10:
Other liabilities 280,72t 280,72t 289,28t
Redeemable common st 15,28 15,28: 13,92«
Shareholders' equit
Preferred stoc — — —
Common stock; $0.875 par value, 1,000,000 shatt®azed, 317,962 and 317,845 shares iss
and outstanding at July 31, 2009 (actual and prad) and January 30, 2009, respectiy 278,21 278,21 278,11
Additional paic-in capital 2,495,31. 2,494,98  2,489,64
Retained earninc 40,22¢ 279,96( 103,36«
Accumulated other comprehensive |i (36,627 (36,627 (39,430
Total shareholders' equi 2,777,113 3,016,531 2,831,69!
Total liabilities and shareholders' equ $8,900,21: $9,139,94. $8,889,19

(@) The pro forma balance sheet as of July 31, 200€epted above reflects the payment of a specialelid and other related payments
as if the special dividend had been paid on the gzoy's shares of common stock outstanding at Jyl2@09. See Note 10.

See notes to condensed consolidated financiahstatts.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(In thousands except per share amounts)

For the 26 weeks ended

July 31, August 1,
2009 2008

Net sales $5,681,84. $5,012,88:
Cost of goods sol 3,920,44.  3,561,77
Gross profi 1,761,400 1,451,11
Selling, general and administrative exper 1,303,31. 1,197,18
Operating profit 458,08t 253,92¢
Interest incomi (109 (2,179
Interest expens 179,18 200,30¢!
Other (income) expen: (728) 59C
Income before income tax 279,741 55,20¢
Income taxe: 103,14 21,57:
Net income $ 176,59¢ $ 33,63¢
Earnings per shar

Basic $ 05¢ $ 0.11

Diluted 0.5t 0.11
Weighted average shart

Basic 317,90° 317,41:

Diluted 318,90: 317,87:

See notes to condensed consolidated financiahstats.
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DOLLAR GENERAL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(Unaudited)

(In thousands)

Accumulated
Other

Common Additional Comprehensive

Stock Common Paid-in Retained

Shares Stock Capital Earnings Loss Total
Balances, January 30, 20 317,84¢ $278,11: $2,489,64 $103,36: $ (39,43() $2,831,69
Net income — — —  176,59¢ — 176,59¢
Unrealized net gain on hedged transac — — — — 2,801 2,801
Issuance of common sto 172 151 (157) — — —
Repurchases of common stc (55 (48) (127) — — (a75)
Repurchases of stock optic — — (497) — — (497)
Share-based compensation expel — — 6,10¢ — — 6,10¢
Balances, July 31, 20( 317,96: $278,21° $2,494,98 $279,96( $ (36,627 $3,016,53

See notes to condensed consolidated financiahstats

F-63




Table of Contents

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

(In thousands)

For the 26 weeks ended
July 31, 200¢  August 1, 200:

Cash flows from operating activitie

Net income $176,59¢ $ 33,63¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic 131,06¢ 122,02:
Deferred income taxe 12,56¢ (18,20¢
Noncash sha-based compensatic 6,10¢ 4,51¢
Noncash inventory adjustments and asset impair 3,65: 17,347
Tax benefit of stock optior (262) (47%)
Other noncash gains and los 4,48¢ 73C
Change in operating assets and liabilit
Merchandise inventorie (136,265) (218,749
Prepaid expenses and other current a: (4,109 (6,060)
Accounts payabl 113,97¢ 262,41!
Accrued expenses and ott (75,319 68,69:
Income taxe: 12,63¢ 18,89:
Other (1,280 11,767
Net cash provided by operating activit 243,86! 296,52:
Cash flows from investing activitie
Purchases of property and equipm (207,309 (80,100
Purchases of sheterm investment — (9,909
Sales of sho-term investment — 58,95(
Proceeds from sale of property and equipn 322 683
Net cash used in investing activiti (106,98 (30,370
Cash flows from financing activitie
Issuance of common sto 2,01¢ —
Issuance of lor-term obligation: 1,08( —
Repayments of borrowings under revolving creditlifsc — (202,500
Repayments of lor-term obligations (1,539 (2,195
Repurchases of common stock and stock op! (1,32%) (513
Tax benefit of stock optior 262 47E
Net cash provided by (used in) financing activi 49¢ (104,73
Net increase in cash and cash equival 137,38l 161,42:
Cash and cash equivalents, beginning of pe 377,99! 100,20¢
Cash and cash equivalents, end of pe $ 515,37 $ 261,63(
Supplemental cash flow informatic
Cash paid for intere: $ 168,68. $ 193,23
Cash paid (received) for income ta: $ 103,69: $ (3,830

Supplemental schedule of noncash investing andding activities:
Purchases of property and equipment awaiting psicggor payment, included in Accounts pay: $ 15,381 $ 25,24(
Expiration of equity repurchase rigt $ — $ 2,54¢

See notes to condensed consolidated financiahsémes.
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1. Basis of presentation

The accompanying unaudited condensed dadasedl financial statements of Dollar General Coafion and its subsidiaries (the
"Company") have been prepared in accordance witbuaing principles generally accepted in the WhB¢ates of America ("U.S. GAAP")
for interim financial information and are presenteéccordance with the requirements of Form 10a@ Rule 10-01 of Regulation S-X. Such
financial statements consequently do not inclutiefahe disclosures normally required by U.S. GA&Rhose normally made in the
Company's Annual Report on Form KOAccordingly, the reader of these financial sta¢ats should refer to the Company's January 3®
financial statements for additional information.

The Company's fiscal year ends on the Fralesest to January 31. Unless the context resjaitleerwise, references to years contained
herein pertain to the Company's fiscal year. Then@any's 2009 fiscal year will end on January 29,028nd its 2008 fiscal year ended on
January 30, 2009.

The accompanying unaudited condensed ddasedl financial statements have been preparecciordance with the Company's
customary accounting practices. In managementisapiall adjustments (which are of a normal reiogrnature) necessary for a fair
presentation of the consolidated financial positisrof July 31, 2009 and results of operationshfer26-week accounting periods ended
July 31, 2009 and August 1, 2008 have been made.

The unaudited condensed consolidated balsimeet as of January 30, 2009 has been derivedifimaudited consolidated financial
statements at that date but does not include #fleoinformation and notes required by U.S. GAAPdamplete financial statements.

The preparation of financial statements ratated disclosures in conformity with U.S. GAA®uires management to make estimates
and assumptions that affect the reported amourdassats and liabilities and disclosure of contihgssets and liabilities at the date of the
condensed consolidated financial statements andegoeted amounts of revenues and expenses dhenmgporting periods. Actual results
could differ from those estimates.

The Company uses the last-in, first-ouE@) method of valuing inventory. An actual valuatiaf inventory under the LIFO method is
made at the end of each year based on the inveletogls and costs at that time. Accordingly, intetilFO calculations are based on
management's estimates of expected year-end inydetels, sales for the year and the expectedofatelation/deflation for the year. The
interim LIFO calculations are subject to adjustmiarthe final yearend LIFO inventory valuation. The Company recortd#€D provisions of
$0.5 million and $16.0 million in the 26-week pelsoended July 31, 2009 and August 1, 2008, reyedetin addition, ongoing estimates of
inventory shrinkage and initial markups and markdswre included in the interim cost of goods saldwation. Because the Company's
business is moderately seasonal, the results teniim periods are not necessarily indicative ofrémults to be expected for the entire year.

The Company recorded impairment chargdaded in SG&A expense of approximately $5.0 milliarthe 26-week period ended
July 31, 2009 to reduce the carrying value of demdd its stores' leasehold improvement and equigrassets. The Company's impairment
analysis indicated that such amounts would noebewerable primarily due to projected future cdstv$ at these locations which are less
than the carrying values of the assets.

Basic earnings per share was computed\iglidg net income by the weighted average numbehafes of common stock outstanding
during the period. Diluted earnings per share vedsrdhined
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1. Basis of presentation (Continued)

based on the dilutive effect of stock options, vehapplicable, using the treasury stock method.arheunts reflected below are in thousands
except per share data.

26-Weeks Ended July 31, 2009
Weighted Average  Per Share

Net
Income Shares Amount
Basic earnings per she $176,59¢ 317,900 $ 0.5¢
Effect of dilutive stock option 99t
Diluted earnings per sha $176,59¢ 318,90: $ 0.5¢

26-Weeks Ended August 1, 2008
Weighted Average  Per Share

Net

Inc:me Shares Amount
Basic earnings per she $33,63¢ 317,41. $ 0.11
Effect of dilutive stock option 46(
Diluted earnings per sha $33,63¢ 317,87. $ 0.11

Options to purchase shares of common gtaatkwere outstanding at the end of the respepivimds, but were not included in the

computation of diluted earnings per share becéaweseffect of exercising the options would be ahttdie, were 0.4 million and 9.6 million in
the 2009 and 2008 periods, respectively.

During the most recent 12 month period,Gloenpany has granted the following stock options:

Exercise Intrinsic

Number of Fair Value of Fair Value of
Grant date Options Price Common Stock(1  Option Grant(2)  Value(3)
August 28, 200t 1,922,83. $ 875 $ 8.7t $ 42: $ —
December 19, 200 1,482,44. 8.7t 8.7t 4.1C —
March 18, 200¢ 491,42! 9.65 9.6% 4.5€ —
May 28, 200¢ 731,82 12.9t 12.9¢ 6.3¢ —

(1)  All fair valuations were determined by the Comparoard of directors in consultation with managetna¢ithe date of each stock
option grant.

(2)  As determined using the Black-Scholes-Merton vébmatnodel at the date of each stock option grant.
3) Intrinsic value reflects the amount by which théuesof the shares (as of the grant date) exceedsx#rcise price of the stock option.
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1. Basis of presentation (Continued)

During the most recent twelve month peribe, Company issued the following shares of comstook in exchange for cash equal to

value:

Fair Value
Number of of Intrinsic

Common
Issuance Date(1) Shares Sales Prict Stock Value(2)
August 28, 200t 25920 $ 87t $ 87 $ —
December 19, 200 224,00¢ 8.7t 8.7¢ —
March 18, 200¢ 64,41, 9.62 9.62 —
May 28, 200¢ 107,99( 12.9¢ 12.9¢ —

(1) Asdescribed in Note 10 of the annual consolidéitexhcial statements, the issuance of common s®corded as "Redeemable
common stock" on the consolidated balance sheathvig not included in Shareholders' Equity.

2 Intrinsic value reflects the amount by which théuesof the shares (as of the issuance date) exteedair value of the common sto

Certain financial statement amounts regptoprior periods have been reclassified to canftwr the current period presentation.

In June 2009 the Financial Accounting Stadd Board ("FASB") issued Statement of Financied@unting Standards ("SFAS")
No. 168,The FASB Accounting Standards Codification andHteearchy of Generally Accepted Accounting Prinegpta replacement of
FASB Statement No. 1("SFAS 168"). The FASB Accounting Standards Codifien ("Codification") will become the source of
authoritative U.S. GAAP recognized by the FASB ¢odpplied by nongovernmental entities. Rules atefpnetive releases of the Securities
and Exchange Commission ("SEC") under authoritfedéral securities laws are also sources of auttime GAAP for SEC registrants,
including the Company. On the effective date of SF&%8, the Codification will supersede all thensérg nonSEC accounting and reporti
standards. All other nongrandfathered non-SEC attamyliterature not included in the CodificatiolMaecome nonauthoritative. SFAS 168
is effective for financial statements issued fdeiim and annual periods ending after Septembe2d@. The Company does not expect the
adoption of this statement to have a material effedts financial position and results of operaio

In June 2009 the FASB issued SFAS No. 2Tendments to FASB Interpretation No. 4§(BFAS 167"). SFAS 167 amends
Interpretation 46(R) to require an enterprise tdgren an analysis to determine whether the entsefsrivariable interest or interests give it a
controlling financial interest in a variable intet@ntity, specifies updated criteria for determgnihe primary beneficiary, requires ongoing
reassessments of whether an enterprise is the pyrieaeficiary of a variable interest entity, elivates the quantitative approach previously
required for determining the primary beneficiaryaofariable interest entity, amends certain guiddoc determining whether an entity is a
variable interest entity, requires enhanced discEsabout an enterprise's involvement in a vagiatierest entity, and includes other
provisions. SFAS 167 will be effective as of thgibaing of the Company's first interim and annugdarting periods that begin after
November 15, 2009. Earlier application is prohithitthe Company currently does not expect the imphittis statement on its consolida

financial statements to be material.
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1. Basis of presentation (Continued)

During the second quarter of 2009 the Camalopted SFAS No. 165ubsequent Even$SFAS 165"). The objective of SFAS 165 is
to establish general standards of accounting fdrdisclosures of events that occur after the balaheet date but before financial statements
are issued or are available to be issued. In peaticSFAS 165 sets forth the period after thermdasheet date during which management
reporting entity should evaluate events or trafgastthat may occur for potential recognition aaltbsure in the financial statements, the
circumstances under which an entity should recageiznts or transactions occurring after the balaheet date in its financial statements,
and the disclosures that an entity should maketadants or transactions that occurred after thenisa sheet date. The adoption of this
statement has not had a material effect on the @agip consolidated financial statements.

The Company adopted the provisions of SN&S161,Disclosures about Derivative Instruments and Heddhativities, an amendment
of FASB Statement No. 188FAS 161") during the first quarter of 2009 asadissed in Note 6.

As discussed in Note 5, effective Janudry2®09 the Company changed its accounting fowtaire of its nonfinancial assets and
liabilities in connection with the adoption of SFAB. 157 Fair Value Measurement{§SFAS 157").

2. Comprehensive income

Comprehensive income consists of the falow

26 Weeks Ended

August 1,
July 31,
(in thousands) 2009 2008
Net income $176,59¢ $33,63¢
Unrealized net gain on hedged transactions, nietcofme tax expense of $1,513 and $14,777 respéc(isee Note ¢ 2,807 24,78
Comprehensive incon $179,40: $58,41¢

3. Income taxes

The Company reports income taxes in acem@avith SFAS No. 10%ccounting for Income Tax€sSFAS 109"). Under SFAS 1009, tl

asset and liability method is used for computingftiture income tax consequences of events that Ibeen recognized in the Company's
consolidated financial statements or income taurnest

Income tax reserves are determined usiagrtbthodology established by FASB InterpretationM®ounting for Uncertainty in Income
Taxes—An Interpretation of FASB Statement(IBIN 48"). FIN 48 requires companies to asses$ @amome tax position taken using a two
step approach. A determination is first made aghether it is more likely than not that the positisill be sustained, based upon the techr
merits, upon examination by the taxing authoritiEthe tax position is expected to meet the mikely than not criteria, the benefit recorded

for the tax position equals the largest amountithgteater than 50% likely to be realized upoimate settlement of the respective tax
position.

Subsequent to the February 3, 2007 adopfiéiiN 48, the Company elected to record incomerédated interest and penalties as a
component of the provision for income tax expense.

The Internal Revenue Service ("IRS") ighia initial stages of an examination of the Compafgderal income tax returns for fiscal year
2005. The 2004 and earlier fiscal years are not dpe
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3. Income taxes (Continued)

examination. The 2006, 2007 and 2008 fiscal yesnde not currently under examination, are subjeatxamination at the discretion of the
IRS. The Company also has various state incomexaminations in progress. Generally, the Compa&00% and later tax years remain open
for examination by the various state taxing autiesi The results of these examinations could tésuhanges, which changes could be
material, to the Company's income tax liability eTéstimated liability related to income tax exartioves is included in the Company's rese
for uncertain tax positions.

As of July 31, 2009, the total reservesuiocertain tax benefits, interest expense relatédcbme taxes and potential income tax
penalties were $32.6 million, $8.1 million and $in#lion, respectively, for a total of $42.1 miltio Of this amount, $0.9 million and
$40.2 million are reflected in current liabilitias Accrued expenses and other and in noncurreetr Gabilities, respectively, in the
condensed consolidated balance sheet with the mémgeB1.0 million reducing deferred tax assetstegldo net operating loss carry forwards.
The reserve for uncertain tax positions decreasedgithe 26-week period ended July 31, 2009 bySa6llion due principally to the
reclassification, from the uncertain tax benefisaunt to the income tax payable account, of dliiplassociated with an accounting method
utilized by the Company for income tax return fijipurposes. Further, the Company believes it isarably possible that the reserve for
uncertain tax positions may be reduced by appraein&0.5 million in the coming twelve months pripally as a result of the settlement of
currently ongoing state income tax examination® fidasonably possible change of $0.5 million ituithed in current liabilities in the
condensed consolidated balance sheet as of JuB0B®, Also, as of July 31, 2009, approximately.®38illion of the reserve for uncertain
tax positions would impact the Company's effecih@me tax rate if the Company were to recognieetéix benefit for these positions.

The effective income tax rates for the 28ekperiods ended July 31, 2009 and August 1, 2@08 36.9% and 39.1%, respectively. The
respective current and prior year periods inclusiedlar amounts of income tax-related interest,lirtause the 2009 pretax income was
higher, the effective rates were impacted to aeledegree. In addition, the 2009 period benefitethfa reduction in a deferred tax valuation
allowance related to state income tax creditsdigahot occur in 2008.

4. Current and long-term obligations

The Company has two senior secured cradifities (the "Credit Facilities") which provide&incing of up to $3.331 billion. The Credit
Facilities consist of a $2.3 billion senior secutexn loan facility and a senior secured assetéesenlving credit facility ("ABL Facility"),
which was amended on July 31, 2009. Wells FargaiR&nance, LLC, became the successor adminiggagent, replacing CIT
Group/Business Credit, Inc., whose $94 million amenitments were also terminated. The total commitsiander the ABL Facility
subsequent to the amendment are $1.031 billion Cidmpany was in compliance with all covenants sn@nedit Facilities as of July 31,
20009.

5. Assets and liabilities measured at fair value

On January 31, 2009, the Company adoptagponents of SFAS 157, which defines fair valuealdgthes a framework for measuring
fair value, and expands disclosures about fairevateasurements. SFAS 157 applies to reported leldhat are required or permitted to be
measured at fair value under existing accountimgg@uncements; accordingly, the standard does gatreeany new fair value measurements
of reported balances.

SFAS 157 emphasizes that fair value is &ketdbased measurement, not an entity-specific areawent. Therefore, a fair value
measurement should be determined based on the pssasthat market participants would use in pddie asset or liability. As a basis for
considering market
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5. Assets and liabilities measured at fair value (@htinued)

participant assumptions in fair value measurem@&##S 157 establishes a fair value hierarchy tisdinguishes between market participant
assumptions based on market data obtained fronces®urdependent of the reporting entity (observatgats that are classified within
Levels 1 and 2 of the hierarchy) and the reportintity's own assumptions about market participaatimptions (unobservable inputs
classified within Level 3 of the hierarchy).

The Company has determined that the mgjofithe inputs used to value its derivative finahinstruments fall within Level 2 of the
fair value hierarchy. However, the credit valuatamjustments associated with its derivatives @tilievel 3 inputs, such as estimates of
current credit spreads to evaluate the likelihobdedault by itself and its counterparties. As olyJ31, 2009, the Company has assessed the
significance of the impact of the credit valuatamjustments on the overall valuation of its defx@positions and has determined that the
credit valuation adjustments are not significarthi® overall valuation of its derivatives. As aulgsthe Company has determined that its
derivative valuations in their entirety, as disags detail in Note 6, are classified in Levelf2he fair value hierarchy. The Company does
not have any fair value measurements using sigmfianobservable inputs (Level 3) as of July 3D20

Quoted Prices ir

Significant
Active Markets Other Significant
for Identical Observable  Unobservable
Assets and
Liabilities Inputs Inputs Balance at

(In thousands) (Level 1) (Level 2) (Level 3) July 31, 200¢
Assets:

Trading securities(e $ 8,96¢ $ — % — $  8,96¢

Derivative financial instruments(| — 2,28¢ — 2,28¢
Liabilities:

Long-term obligations(c 4,227,48l 16,317 —  4,243,79

Derivative financial instruments( — 59,89( — 59,89(

(@) Reflected in the condensed consolidated balancet slsePrepaid expenses and other current asskts7/@l and Other assets, net of
$7,239.

(b)  Reflected in the condensed consolidated balana slsePrepaid expenses and other current assets.

(c) Reflected in the condensed consolidated balancet slseCurrent portion of long-term obligations 844822 and Long-term
obligations of $4,103,464.

(d) Reflected in the condensed consolidated balanas slseOther liabilities.
6. Derivatives and hedging activities

SFAS 161 amends and expands the disclosgtérements of FASB Statement No. 83 ounting for Derivative Instruments and
Hedging Activities("SFAS 133") with the intent to provide users ofdincial statements with an enhanced understandtiig)dow and why
an entity uses derivative instruments, (b) howwdgive instruments and related hedged items areusted for under SFAS 133 and its
related interpretations, and (c) how derivativarimeents and related hedged items affect an enfihancial position, financial performance,
and cash flows. SFAS 161 requires qualitative dsales about objectives and strategies for usingates, quantitative disclosures about
the fair value of and gains and losses on derigdtigstruments, and disclosures about credit-riskt@d contingent features in derivative
instruments.

As required by SFAS 133, the Company rexattiderivatives on the balance sheet at fairezaline accounting for changes in the fair
value of derivatives depends on the intended usieeof
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6. Derivatives and hedging activities (Continued)

derivative, whether the Company has elected tagdag® a derivative in a hedging relationship armuyapedge accounting and whether the
hedging relationship has satisfied the criteriaessary to apply hedge accounting. Derivatives dastgl and qualifying as a hedge of the
exposure to changes in the fair value of an abability, or firm commitment attributable to a paular risk, such as interest rate risk, are
considered fair value hedges. Derivatives desighatel qualifying as a hedge of the exposure tabditly in expected future cash flows, or
other types of forecasted transactions, are coresideash flow hedges. Derivatives may also be dasigl as hedges of the foreign currency
exposure of a net investment in a foreign operatitadge accounting generally provides for the nmiatgbf the timing of gain or loss
recognition on the hedging instrument with the ggition of the changes in the fair value of thedesdiasset or liability that are attributabl
the hedged risk in a fair value hedge or the egméifect of the hedged forecasted transactioascash flow hedge. The Company may enter
into derivative contracts that are intended to ecoigally hedge a certain portion of its risk, etkaugh hedge accounting does not apply or
the Company elects not to apply hedge accountidgru8FAS 133.

Risk management objective of using derivatives

The Company is exposed to certain riskarggifrom both its business operations and econaomditions. The Company principally
manages its exposures to a wide variety of busimed®perational risks through management of ite basiness activities. The Company
manages economic risks, including interest rag@jdiity, and credit risk, primarily by managing thmount, sources, and duration of its debt
funding and the use of derivative financial instants. Specifically, the Company enters into deieatinancial instruments to manage
exposures that arise from business activitiesrdgatlt in the receipt or payment of future knowd ancertain cash amounts, the value of
which are determined primarily by interest ratdse Tompany's derivative financial instruments a@duo manage differences in the amc
timing, and duration of the Company's known or expeé cash receipts and its known or expected cagments principally related to the
Company's borrowings.

In addition, the Company is exposed toaientisks arising from uncertainties of future netrkalues caused by the fluctuation in the
prices of commodities. The Company enters intovagisie financial instruments to protect againstifatprice changes related to
transportation costs associated with forecastddlulision of inventory.

Cash flow hedges of interest rate risk

The Company's objectives in using interat derivatives are to add stability to intereqtesse and to manage its exposure to interest
rate changes. To accomplish this objective, the @z primarily uses interest rate swaps as pats afiterest rate risk management strategy.
Interest rate swaps designated as cash flow heédgase the receipt of variable-rate amounts frogoanterparty in exchange for the
Company making fixed-rate payments over the lifthefagreements without exchange of the underlyotgpnal amount.

The effective portion of changes in the failue of derivatives designated and that qualgfcash flow hedges is recorded in
Accumulated other comprehensive income (loss) (aBmred to as "OCI") and is subsequently recl@sbkinto earnings in the period that the
hedged forecasted transaction affects earningsn@thie 26-week periods ended July 31, 2009, secivatives were used to hedge the
variable cash flows associated with existing vdeiahte debt. The ineffective portion of the changéair value of the derivatives is
recognized directly in earnings.
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As of July 31, 2009, the Company had foteriest rate swaps with a combined notional vafuglal7 billion that were designated as
cash flow hedges of interest rate risk. Amount®regal in Accumulated other comprehensive lossedlad derivatives will be reclassified to
interest expense as interest payments are made @oimpany's variable-rate debt. The Company tetedhan interest rate swap in October
2008 due to the bankruptcy declaration of the cempatrty bank. In accordance with Derivatives Impetation Group (DIG) Issue No. G3,
the Company continues to report the net gain & lekated to the discontinued cash flow hedge ih &@ such net gain or loss is expected to
be reclassified into earnings during the origiraitcactual terms of the swap agreement as the dadg@est payments are expected to occur
as forecasted. During the next 52-week periodCivapany estimates that an additional $44.4 milidhbe reclassified as an increase to
interest expense for all of its interest rate swaps

Non-designated hedges of commodity risk

Derivatives not designated as hedges drepazulative and are used to manage the Compaxpésure to commodity price risk but do
not meet the strict hedge accounting requiremerAS 133. In February 2009, the Company entererld commodity hedge related to
diesel fuel to limit its exposure to variability diesel fuel prices and their effect on transp@atosts. Changes in the fair value of
derivatives not designated in hedging relationshifgesrecorded directly in earnings. As of July 3109, the Company had one diesel fuel
commodity swap hedging monthly usage of diesel fluelugh January 2010 with a total 7.6 million gali notional during the remaining
term that was not designated as a hedge in a gnglihedging relationship.

The table below presents the fair valuthefCompany's derivative financial instruments a#f as their classification on the condensed
consolidated balance sheet as of July 31, 2009:

Tabular Disclosure of Fair Values of Derivative Insruments
(in thousands)

Asset Derivatives Liability Derivatives
As of July 31, 2009 As of July 31, 2009
Balance Sheet Fair Balance Sheet Fair
Classification Value Classification Value
Derivatives designated as hedging instruments unds
SFAS 133
Interest rate swaps Other $59,89(
liabilities
Derivatives not designated as hedging instrumentsnder
SFAS 133
Commodity hedges Prepaid expenses and other curr  $ 2,28¢
assets
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The table below presents the pre-tax efféthe Company's derivative financial instrumemshe condensed consolidated statement of
income (including OCI, see Note 2) for the 26-wpekiod ended July 31, 2009:

Tabular Disclosure of the Effect of Derivative Instuments on the Consolidated Statement of Income
For the 26-weeks ended July 31, 2009
(in thousands)

Location of Gain or
Amount of (Gain)

Amount of Loss Recognized il or Loss Recognize
Amount of (Gain) or Loss
(Gain) or Loss Income on in Income on
Reclassified Derivative Derivative
Recognized ir  Location of Gain or from (Ineffective Portion  (Ineffective Portion
Accumulated
OCl on Loss Reclassified OCl into and Amount and Amount
Derivative from Accumulated Income Excluded from Excluded from
(Effective OCI into Income (Effective Effectiveness Effectiveness
Derivatives in SFAS 133 Cash Flow Hedging Relatiohips Portion) (Effective Portion) Portion) Testing) Testing)
Interest Rate Swaps $ 19,46¢ Interestexpen: $ 23,78¢ Other (income $ 314
expense
Amount of
(Gain) or
Loss
Location of Gain or Loss Recognized
Recognized in in
Income on Income on
Derivatives Not Designated as Hedging Instruments fidler SFAS 133 Derivative Derivative
Commodity Hedges Other (income) $ (1,049
expense

Credit-risk-related contingent features

The Company has agreements with all ahierest rate swap counterparties that contairo@igion providing that the Company could
be declared in default on its derivative obligasidirepayment of the underlying indebtedness cekecated by the lender due to the
Company's default on such indebtedness.

As of July 31, 2009, the fair value of irtst rate swaps in a net liability position, whichludes accrued interest but excludes any
adjustment for nonperformance risk related to tleggeements, was $62.7 million. As of July 31, 2066 Company had not posted any
collateral related to these agreements. If the Gomad breached any of these provisions at Jyl2@®19, it would have been required to
settle its obligations under the agreements at thenination value of $62.7 million.

As of July 31, 2009, the fair value of contity hedges in a net asset position was $2.3anilkvhich excludes any adjustment for
nonperformance risk related to the agreements.

7. Commitments and contingencies
Legal proceedings

On August 7, 2006, a lawsuit entitl@gnthia Richter, et al. v. Dolgencorp, Inc., etvaas filed in the United States District Court fbet
Northern District of Alabama (Case No. 7-cv-01537-LSC) ("Richter") in which the plaintifflages that she and other current and former
Dollar General store managers were improperly fladsas exempt executive employees under thelldior Standards Act ("FLSA") ar



seeks to recover overtime pay, liquidated damagebattorneys' fees and costs. On August 15, 2B8@Richter plaintiff filed a motion in
which she asked the court to certify a nationwikds< of current and former store managers. The @agnppposed the plaintiff's motion.
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On March 23, 2007, the court conditionally certifi@ nationwide class of individuals who worked Bailar General as store managers since
August 7, 2003. The number of persons who willsuded in the class has not been determined.

On May 30, 2007, the court stayed all pegiiegs in the case, including the sending of thecado the class, to evaluate, among other
things, certain appeals pending in the Eleventhu@titnvolving claims similar to those raised instlaction. That stay has been extended on
several occasions, most recently through OctobeP@19. Those appeals have been resolved, anatinelas ordered that a list of potential
class members be prepared and notice to thoseduodig be issued. During the stay, the statutérdfdtions was tolled for the potential class
members.

The Company believes that its store marsagier and have been properly classified as exemplogees under the FLSA and that this
action is not appropriate for collective actioratraent. The Company intends to vigorously defeiglahbtion. However, at this time, it is not
possible to predict whether the court ultimatelyf prmit this action to proceed collectively, amal assurances can be given that the
Company will be successful in the defense on thetsner otherwise. If the Company is not succesisfuls efforts to defend this action, the
resolution could have a material adverse effedherCompany's financial statements as a whole.

On May 18, 2006, the Company was servel aviawsuit entittedammy Brickey, Becky Norman, Rose Rochow, Sandyswatl and
Melinda Sappington v. Dolgencorp, Inc. and Dollaer@ral Corporatior(Western District of New York, Case No. 6:06-cv-88eDGL,
originally filed on February 9, 2006 and amendedvity 12, 2006 ("Brickey")). The Brickey plaintiffeeek to proceed collectively under the
FLSA and as a class under New York, Ohio, Maryland North Carolina wage and hour statutes on beliadfmong others, assistant store
managers who claim to be owed wages (includingtomerwages) under those statutes. At this timis, ribt possible to predict whether the
court will permit this action to proceed collectiver as a class. However, the Company believesttiigaction is not appropriate for either
collective or class treatment and that the Comangge and hour policies and practices comply hat federal and state law. The
Company plans to vigorously defend this action; &éesv, no assurances can be given that the Compiirheveuccessful in the defense on
the merits or otherwise, and, if it is not succelsshe resolution of this action could have a matedverse effect on the Company's financial
statements as a whole.

On March 7, 2006, a complaint was filedhia United States District Court for the Northeristiict of Alabama (anet Calvert v.
Dolgencorp, Inc, Case No. 2:06-cv-00465-VEH ("Calvert")), in whittte plaintiff, a former store manager, alleged #tee was paid less
than male store managers because of her sex,latigioof the Equal Pay Act and Title VIl of theviRights Act of 1964, as amended
("Title VII"). The complaint subsequently was ameddo include additional plaintiffs, who also akep have been paid less than males
because of their sex, and to add allegations lea€bmpany's compensation practices disparatelgdtfpmales. Under the amended
complaint, Plaintiffs seek to proceed collectivehyder the Equal Pay Act and as a class underViitjand request back wages, injunctive
and declaratory relief, liquidated damages, puaitamages and attorney's fees and costs.

On July 9, 2007, the plaintiffs filed a oot in which they asked the court to approve tkeasce of notice to a class of current and
former female store managers under the Equal PayThe Company opposed plaintiffs' motion. On Notkem30, 2007, the court
conditionally certified a nationwide class of feemlunder the Equal Pay Act who worked for Dollan&al as store managers between
November 30, 2004 and November 30, 2007. The neticeissued on January 11, 2008,
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persons to whom the notice was sent were requiregttinto the suit by March 11, 2008. Approximgt2|100 individuals have opted into 1
lawsuit. The Company will have an opportunity a those of the discovery period to seek decertificeof the Equal Pay Act class, and the
Company expects to file such motion.

The plaintiffs have not yet moved for classtification relating to their Title VIl claim§he Company expects such motion to be filed
within the next several months and will strenuowgpose such a motion.

At this time, it is not possible to predidhether the court ultimately will permit the Calvaction to proceed collectively under the Equal
Pay Act or as a class under Title VII. However, @@mpany believes that the case is not appropdateass or collective treatment and that
its policies and practices comply with the Equal Rat and Title VIl. The Company intends to vigosbydefend the action; however, no
assurances can be given that the Company will beessful in the defense on the merits or otherisgke Company is not successful in
defending the Calvert action, its resolution cdudde a material adverse effect on the Companyaadial statements as a whole.

On July 30, 2008, the Company was servéld a&vcomplaint filed in the District Court for Da#l County, lowa Julie Cox, et al. v.
Dolgencorp, Inc., et e—Case No. LACV-034423 ("Cox")) in which the plaffita former store manager, alleges that the Compan
discriminates against pregnant employees on the basex and retaliates against employees in tiwlaof the lowa Civil Rights Act. Cox
seeks to represent a class of "all current, formnerfuture employees from the State of lowa wheeanployed by Dollar General who
suffered from, are currently suffering from or lretfuture may suffer from" alleged sex/pregnaneguinination and retaliation and seeks
declaratory and injunctive relief as well as echlégacompensatory and punitive damages and atterfess and costs.

At this time, it is not possible to predighether the court ultimately will permit the Costian to proceed as a class. However, the
Company believes that the case is not approprateldiss treatment and that its policies and pastcomply with the lowa Civil Rights Act.
The Company intends to vigorously defend the actioavever, no assurances can be given that the @woynpill be successful in the defense
on the merits or otherwise. If the Company is nmicessful in defending this action, its resoluttonld have a material adverse effect on the
Company's financial statements as a whole.

On December 4, 2008, a complaint was fiteithe United States District Court for the WestBistrict of TennesseeTressa Holt, et al
v. Dollar General Corporation, et al.Case No.1:08-cv-01298 JDB) in which the plaintiffi behalf of herself and a putative class of non-
exempt store employees, alleges that the Compargted the Fair Labor Standards Act by failing &y ffor all hours worked, including
overtime hours. The Company resolved this matteafioamount that is not material.

On November 24, 2008, the Company andedéridants, including the Company's directors, red@mn agreement in principle to settle
the lawsuit pending in the Sixth Circuit Court fdavidson County, Twentieth Judicial District, atd\aille, captioned "In re: Dollar Genere
Case No. 07MD-1, in which the plaintiffs allegeattthe Company's directors engaged in "self-dealiygagreeing to recommend the
Company's 2007 merger to shareholders and thabtis&deration available to such shareholders inrtresaction was unfairly low. The
Company determined that the agreement would bHeeitbést interest of the Company to avoid costlytand-consuming litigation. Based on
the agreement in principle, the Company recordelasage of $32.0 million in the third and fourth geas of 2008 in connection with the
proposed settlement, which was net of insurancegaeas of $10.0 million which were collected in therth quarter of 2008. On February 2,
2009, the Company
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funded the $40.0 million settlement and on Febrddry2009, the court approved the terms of théepa¢nt.

From time to time, the Company is a pastydrious other legal actions involving claims demtal to the conduct of its business,
including actions by employees, consumers, sugplgvernment agencies, or others through privetterss, class actions, administrative
proceedings, regulatory actions or other litigatioeluding under federal and state employment lamgwage and hour laws. The Company
believes, based upon information currently avadatiiat such other litigation and claims, bothwmdlially and in the aggregate, will be
resolved without a material adverse effect on tbm@any's financial statements as a whole. Howditiggtion involves an element of
uncertainty. Future developments could cause thesens or claims to have a material adverse effe¢dhe Company's results of operations,
cash flows, or financial position. In addition, t@@n of these lawsuits, if decided adversely toGleenpany or settled by the Company, may
result in liability material to the Company's fir@al position or may negatively affect operatingui¢s if changes to the Company's business
operation are required.

Other

In August 2008, the Consumer Product Sdfafyrovement Act of 2008 was signed into law. Thhis addresses, among other things, the
permissible levels of lead and listed phthalateseitain products. The first tier of new standdatpermissible levels of lead and phthalates
became effective in February 2009; the secondteame effective in August 2009. To ensure compéiathe Company undertook a process
to identify, mark down and cease the sale of amairing inventory that would be impacted by the ha&w. The impact of this process was
not material to the Company's consolidated findret@ements.

8. Segment reporting

The Company manages its business on the @agne reportable segment. As of July 31, 2@l%f the Company's operations were
located within the United States, with the excaptid a Hong Kong subsidiary, the assets and rexeatiehich are not material. The
following net sales data is presented in accordantteSFAS No. 131Disclosures about Segments of an Enterprise andt&elInformation

26 Weeks Ended

July 31, August 1,
(In thousands) 2009 2008
Classes of similar product
Consumable $4,049,00 $3,476,91!
Seasona 779,74¢ 706,64t
Home product: 429,07 424,03!
Apparel 424,01: 405,29:
Net sales $5,681,84. $5,012,88

9. Related party transactions

KKR and GS Capital Partners VI Fund, L./d affiliated funds (affiliates of Goldman, Sach<C&.), have an indirect interest in a
substantial portion of the Company's common stbhobugh their investments in Buck Holdings, L.P.

Affiliates of KKR and Goldman, Sachs & Gamong other entities) are lenders under the Coyip&2.3 billion senior secured term
loan facility. The amount of principal outstandimgder
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this term loan facility at all times since the Canp's 2007 merger was $2.3 billion, and the Compeig no principal and approximately
$39.8 million and $70.7 million of interest on thésm loan during the 26-week periods ended Ju)\2809 and August 1, 2008, respectively.

Goldman, Sachs & Co. is a counterpartyntamortizing interest rate swap totaling $420.0iamilas of July 31, 2009, entered into in
connection with the Company's senior secured tean facility. The Company paid Goldman, Sachs & @sproximately $8.3 million and
$5.1 million in the 26-week periods ended July A109 and August 1, 2008, respectively pursuartiisoswap.

The Company is party to a monitoring agreenwith an affiliate of KKR and with Goldman, Sach Co. pursuant to which those
entities provide management and advisory servizéiset Company. Under the terms of the monitoringagent, among other things, the
Company is obligated to pay to those entities ayregpte annual management fee payable in arretirs ahd of each calendar quarter plus
all reasonable out of pocket expenses incurredmmection with the provision of services underageesement upon request. The fees inct
for the 26-week periods ended July 31, 2009 anduaudy, 2008 totaled $2.7 million and $4.1 millioespectively. The management fee is
scheduled to be $5.4 million in 2009 and increaserate of 5% per year. In connection with a peggbinitial public offering of the
Company's common stock as further discussed in Naitéhe parties intend to terminate the monitoeggeement in accordance with its
terms which will include the payment of a termioatfee.

From time to time the Company may use #reises of Capstone Consulting, LLC, a team of aiees who work exclusively with
KKR portfolio companies providing certain consugfiservices. The Chief Executive Officer of Capstserved on the Company's Board of
Directors until March 2009. The aggregate feesrimzlifor Capstone services for the®6ek periods ended July 31, 2009 and August 1,
totaled $0.2 million and $1.7 million, respectively

A Member and a Director of KKR and a MamagDirector of Goldman, Sachs & Co. serve on then@any's Board of Directors.
10. Subsequent events

On August 20, 2009, the Company filed with SEC a registration statement on Form S-1 ngJat a proposed initial public offering of
its common stock. The Company intends to use thpnoeeeds it receives from the offering to redeeportion of its 10.625% senior notes
due 2015 and its 11.875%/12.625% senior subordirtaggle notes due 2017. Upon the completion obffering, and in connection with t
Company's termination of the monitoring agreemeittt WKR and Goldman, Sachs & Co., the Company balrequired to pay a fee to KKR
and Goldman, Sachs & Co. (which amount will incladigansaction fee equal to 1% of the estimatedsgpoimary proceeds from the
offering).

On September 8, 2009, the Company's Bdaldrectors declared a special dividend on the Cany{s outstanding common stock
(including shares of restricted stock) of $0.7526 ghare, or approximately $239.3 million in thgregate, which was paid on September 11,
2009 to shareholders of record on September 8,. 20 special dividend was paid with cash generfied operations. Pursuant to the
terms of the Company's stock option plans, holdéstock options received either a pro-rata adjestino the terms of their share-based
awards or a cash payment in substitution for saghstment as a result of the dividend. The pro fobalance sheet as of July 31, 2009
presented herein reflects the payment of this apdoiidend and other related payments as if it beeh paid on the Company's shares of
common stock outstanding at July 31, 2009 (primad a reduction of Cash and cash equivalents flRdtained earnings).
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On October 12, 2009, the Company complatezlerse stock split of 1 share for each 1.75eshafrcommon stock outstanding. All
issued and outstanding common stock, vested anesteol stock options, restricted stock and per siraunts contained in the financial
statements have been retroactively adjusted teatthis reverse stock split.

As of October 23, 2009, the Company's beédirectors and shareholders had approved araserin the number of shares authorized
for issuance under the Company's 2007 Stock Ineeitian to 31,142,858, to be effective upon thsiofpof the proposed initial public
offering of common stock.

Subsequent events pertaining to the Compawmg been evaluated through the time of filing ttocument with the SEC on November 9,
2009, which is the date these financial statemeete issued.

11. Guarantor subsidiaries

Certain of the Company's subsidiaries ((earantors") have fully and unconditionally guaesed on a joint and several basis the
Company's obligations under certain outstanding dkligations. Each of the Guarantors is a diredghdirect wholly-owned subsidiary of tt
Company. The following consolidating schedules @négondensed financial information on a combinasid) in thousands.
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BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel
Merchandise inventorie
Income taxes receivab
Deferred income taxe
Prepaid expenses and other current a:
Total current asse
Net property and equipme
Goodwill
Intangible assets, n
Deferred income taxe
Other assets, n
Total asset
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term obligations
Accounts payabl
Accrued expenses and ott
Income taxes payab
Deferred income taxe
Total current liabilities
Long-term obligations
Deferred income taxe
Other liabilities
Redeemable common sto
Shareholders' equit
Preferred stoc
Common stocl
Additional paic-in capital
Retained earning
Accumulated other comprehensive i
Total shareholders' equi
Total liabilities and shareholders' equ

(Unaudited)
July 31, 2009
DOLLAR CONSOLIDATED
GENERAL  GUARANTOR OTHER

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 320,56: $ 156,73' $ 38,07¢ $ — $ 515,37!
— 1,552,58 — — 1,552,58
— 5,45( — — 5,45(
— — 2,99¢ (2,999 —
701,55¢  2,279,04 6,83¢  (2,915,07) 72,36¢
1,022,111  3,993,81! 47,91  (2,918,07) 2,145,717
78,73¢  1,194,56: 15C — 1,273,45.
4,338,58! — — — 4,338,58!
1,203,44! 99,751 — — 1,303,191
— — 23,13 (23,139 —
3,799,86' 8,16¢ 272,34¢  (4,001,45) 78,92¢
$ 10,442,75 $ 5296,30: $ 343,54!'$ (6,942,66)% 9,139,94
$ 24,82 % 197t $ —$ — $ 26,79
2,493,42¢ 1,166,68 46,56¢  (2,906,37) 800,30¢
40,54¢ 221,43: 51,10 (8,709 304,38
14,37: 4,931 — 19,30«
5,83¢ 12,19: — (2,999 15,03:
2,579,011  1,402,28: 102,59¢  (2,918,07) 1,165,82!
4,334,044 2,515,241 13,17¢  (2,751,44) 4,111,02
395,71¢ 177,96¢ — (23,139 550,55
102,16¢ 27,49¢ 151,06: — 280,72t
15,28 — — — 15,28
278,21° 23,85¢ 10C (23,959 278,21
2,494,98 431,25! 19,90( (451,15) 2,494,98.
279,96( 718,20( 56,70¢ (774,906 279,96(
(36,62 — — — (36,629
3,016,531 1,173,30! 76,70¢  (1,250,01) 3,016,53!
$ 10,442,75 $ 5296,30: $ 343,54!'$ (6,942,66)% 9,139,94.
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(Unaudited)

January 30, 2009

DOLLAR
GENERAL GUARANTOR

CONSOLIDATED

OTHER

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current asset:
Cash and cash equivalel $ 292,63° $ 64,40¢ $ 20,95¢ $ — $ 377,99
Merchandise inventorie —  1,414,95! — — 1,414,95!
Income tax receivabl 50,60: — — (44,209 6,392
Deferred income taxe 5,892 — 2,56( (3,857) 4,60(
Prepaid expenses and other current a: 462,57. 2,016,71. 5,892  (2,418,99) 66,18
Total current asse 811,70: 3,496,07 29,40¢ (2,467,050 1,870,12!
Net property and equipme 82,61¢ 1,186,12! 21¢ — 1,268,96!
Goodwill 4,338,58! — — — 4,338,58!
Intangible assets, n 1,205,66 119,89: — — 1,325,55
Deferred income taxe — — 3,51¢ (3,51¢) —
Other assets, n 3,384,08! 130,10( 280,20:  (3,708,42) 85,96
Total asset $ 9,822,66:$ 4,932,18 $ 313,34¢$ (6,179,000 8,889,19
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Current portion of lon-term obligation: $ 11,50C $ 2,65¢ $ —$ — $ 14,15¢
Accounts payabl 2,007,62! 1,035,05 46,64:  (2,410,90) 678,42:
Accrued expenses and ott 108,50« 220,14 54,48¢ (8,090 375,04!
Income taxes payab 1,65¢ 48,467 1,69¢ (44,209 7,611
Deferred income taxe — 3,85z — (3,852 —
Total current liabilities 2,129,28! 1,310,17! 102,82° (2,467,05) 1,075,23!
Long-term obligations 4,346,25:  2,383,30 — (2,606,600 4,122 95!
Deferred income taxe 397,57( 162,04¢ — (3,51¢) 556,10:
Other liabilities 103,92¢ 37,65: 147,70 — 289,28t
Redeemable common sto 13,92« — — — 13,92
Shareholders' equit
Preferred stoc — — — — —
Common stocl 278,11 23,85¢ 10C (23,95%) 278,11:
Additional paic-in capital 2,489,64 553,63¢ 19,90( (573,539 2,489,64
Retained earning 103,36¢ 461,51: 42,81¢ (504,326 103,36:
Accumulated other comprehensive i (39,430) — — — (39,430
Total shareholders' equi 2,831,69" 1,039,00! 62,81t (1,101,82) 2,831,69
Total liabilities and shareholders' equ $ 9,822,66: % 4,932,18 $ 313,34¢$ (6,179,00)0$ 8,889,19
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For the 26 weeks ended July 31, 2009

DOLLAR GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES _ ELIMINATIONS TOTAL

STATEMENTS OF INCOME:
Net sales $ 131,62 $ 5,681,84 $ 45,15: ¢ (176,77 $ 5,681,84.
Cost of goods sol — 3,920,44. — — 3,920,44
Gross profit 131,62! 1,761,401 45,15 (176,776 1,761,401
Selling, general and administrative

expense: 119,67( 1,326,53 33,88: (176,77¢) 1,303,31.
Operating profit 11,95¢ 434,86: 11,26¢ — 458,08t
Interest incom (26,309 (2,14%) (9,440 37,78¢ (209
Interest expens 190,35¢ 26,59¢ 10 (37,785 179,18(
Other (income) expen: (72¢) — — (72¢)
Income (loss) before incometax (151,369 410,40¢ 20,69¢ — 279,74:
Income taxe! (57,380) 153,72( 6,801 — 103,14°
Equity in subsidiaries' earnings, net

taxes 270,58( — — (270,58() —
Net income $ 176,59¢ $ 256,68¢ $ 13,89: ¢ (270,58() $ 176,59t

For the 26 weeks ended August 1, 2008

DOLLAR GENERAL GUARANTOR OTHER CONSOLIDATED
CORPORATION SUBSIDIARIES SUBSIDIARIES _ ELIMINATIONS TOTAL

STATEMENTS OF INCOME:
Net sales $ 100,65 $ 5012,88 $ 48,46¢ $ (149,120 $ 5,012,88:
Cost of goods sol — 3,561,77! — — 3,561,771
Gross profit 100,65’ 1,451,171, 48,46¢ (149,126 1,451,11.
Selling, general and administrative

expense: 93,33¢ 1,212,24 40,73¢ (149,126 1,197,18!
Operating profit 7,32z 238,87 7,731 — 253,92¢
Interest incom (35,727 (17,357 (6,819) 57,71¢ (2,179
Interest expens 217,29 40,67: 54 (57,719 200,30¢!
Other (income) expen: 59C — — — 59C
Income (loss) before income tax (174,84 215,55: 14,49¢ — 55,20¢
Income taxe: (57,98) 76,86¢ 2,68¢ — 21,57:
Equity in subsidiaries' earnings, net «

taxes 150,49! — — (150,499 —
Net income $ 33,63« $ 138,68! $ 11,81( $ (150,49) $ 33,63¢
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STATEMENTS OF CASH FLOWS:
Cash flows from operating activitie
Net income

Adjustments to reconcile net income to net caskideal by (used in) operating activiti

Depreciation and amortizatic
Deferred income taxe
Noncash sha-based compensatic

Noncash inventory adjustments and asset impair

Tax benefit of stock optior

Other noncash gains and los

Equity in subsidiaries' earnings, 1

Change in operating assets and liabilit
Merchandise inventorie
Prepaid expenses and other current a
Accounts payabl
Accrued expenses and ott
Income taxe:
Other

Net cash provided by (used in) operating activi

Cash flows from investing activitie
Purchases of property and equipm

Proceeds from sale of property and equipn
Net cash used in investing activiti

Cash flows from financing activitie

Issuance of common sto

Issuance of lor-term obligations

Repayments of lor-term obligations
Repurchases of common stock and stock opt
Tax benefit of stock optior

Changes in intercompany note balances

Net cash provided by (used in) financing activi

Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

(Unaudited)

For the 26-weeks ended July 31, 2009

DOLLAR

GENERAL GUARANTOR

OTHER

CONSOLIDATED

CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 176,59t $ 256,68¢ $ 13,89 $ (270,58() $ 176,59t
19,187 111,76: 11¢ — 131,06¢
8,36: 24,25¢ (20,057) — 12,56¢
6,10¢ — — — 6,10¢
— 3,65: — — 3,65:
(262) — — — (262)
(78) 4,56¢€ — — 4,48¢
(270,58() — — 270,58( —
— (136,267) — — (136,267)
1,99: (6,727) 622 — (4,109
(16,757) 130,72t 4 — 113,97¢
(66,087) (9,207 (30) — (75,319
63,31¢ (53,91) 3,231 — 12,63t
(2,267) 987 — — (1,280)
(80,46¢) 326,53¢ (2,210) — 243,86!
(5,287) (101,969 (50) — (107,30
— 32z — — 32z
(5,287) (101,649 (50) — (106,98Y)
2,01¢ — — — 2,01¢
— 1,08( — — 1,08(
— (1,53%) — — (1,53%)
(1,327) — — — (1,327)
262 — — — 262
112,72: (132,10) 19,38¢ — —
113,67t (132,567) 19,38¢ — 49¢
27,92¢ 92,33! 17,12« — 137,38(
292,63 64,40« 20,95¢ — 377,99!
$ 320,56: $ 156,73 $ 38,07¢ $ e 515,37¢
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STATEMENTS OF CASH FLOWS:
Cash flows from operating activitie
Net income

Adjustments to reconcile net income to net caskideal by (used in) operating activiti

Depreciation and amortizatic
Deferred income taxe
Noncash sha-based compensatic
Noncash inventory adjustments and asset impair
Tax benefit of stock optior
Other noncash gains and los
Equity in subsidiaries' earnings, 1
Change in operating assets and liabilit
Merchandise inventorie
Prepaid expenses and other current a
Accounts payabl
Accrued expenses and ott
Income taxe:
Other

Net cash provided by (used in) operating activi

Cash flows from investing activitie

Purchases of property and equipm

Purchases of shi-term investment

Sales of sho-term investment

Proceeds from sale of property and equipn

Net cash provided by (used in) investing activi
Cash flows from financing activitie

Repayments of borrowings under revolving creditlitgc
Repayments of lor-term obligations
Repurchases of common stock and stock opt
Tax benefit of stock optior

Changes in intercompany note balances

Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis.
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

(Unaudited)
For the 26-weeks ended August 1, 2008
DOLLAR CONSOLIDATED
GENERAL GUARANTOR OTHER
CORPORATION SUBSIDIARIES SUBSIDIARIES ELIMINATIONS TOTAL
$ 33,63 $ 138,68! $ 11,81( $ (150,49 $ 33,63¢
17,31( 104,58! 12¢ — 122,02:
(14,107 (377) (3,729 — (18,209
4,51¢ — — — 4,51¢
— 17,347 — — 17,347
(47E) — — — (47E)
— 73C — — 73C
(150,49Y) — — 150,49! —
— (218,749 — — (218,749
(671) (3,906 (1,487 — (6,060)
20,63 241,67 10& — 262,41!
21,21¢ 36,36+ 11,11¢ — 68,69:
23,56 (465) (4,207) — 18,89
1,87(C 9,98¢ (88) — 11,76
(42,999 325,87¢ 13,64¢ — 296,52:
(5,699 (74,399 @ — (80,100
— — (9,909 — (9,909)
— — 58,95( — 58,95(
— 682 — — 682
(5,69¢) (73,71) 49,04( — (30,370)
(102,500) — — — (102,500)
— (2,195 — — (2,195
(513) — — — (513)
47E — — — 47¢E
306,54 (237,23) (69,31)) — —
204,00! (239,42) (69,31)) — (104,73))
155,30t 12,73¢ (6,625) — 161,42:
8,32( 59,37¢ 32,51( — 100,20¢
$ 163,62¢ $ 72,117 $ 25,88t $ — $ 261,63(
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