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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

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

For the fiscal year ended January 30, 2004

Commission file number: 00111421

DOLLAR GENERAL CORPORATION
( Exact Name of Registrant as Specified in its Cngrte

TENNESSEE 61-0502302
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

100 MISSION RIDGE
GOODLETTSVILLE, TN 37072
(Address of principal executive offices, zip code)
Registrant’s telephone number, including area code: (615) 8554000

Securities registered pursuant to Section 12(b) dfie Act:
Name of the Exchange on
Title of Each Class which Registered

Common Stock New York Stock Exchange

Series B Junior Participating
Preferred Stock Purchase Rights New York Stock Exchange

Securities registered pursuant to Section 12(g) ¢iie Act: None

Indicate by check mark whether the Registrant: hélg filed all reports required to be filed by $mctl3 or 15
(d) of the Securities Exchange Act of 1934 durihg preceding 12 months (or for such shorter petiad the
Registrant was required to file such reports), @)dchas been subject to such filing requirementgte past 90 day
Yes [X] No [ ]

Indicate by check mark if disclosure of delinquditers pursuant to Item 405 of RegulationKSis nof
contained herein, and will not be contained, tolibst of Registrarg’ knowledge, in definitive proxy or informati
statements incorporated by reference in Part Ithsf Form 10-K or any amendment to this Form 1Q-K|.

Indicate by check mark whether the Registrant ia@relerated filer (as defined in Exchange Act Rib-=2).
Yes [X]No[ ]

The aggregate market value of the voting stock bgldonaffiliates of the Registrant, computed by refer
to the closing price on the New York Stock Exchamgeof August 1, 2003, is approximately $5.54 duilli The
Registrant has no nareting common stock. For purposes of this disalesanly, the Registrant has assumed th



directors, executive officers and beneficial ownefrgireater than 10% of the Registrantommon stock a
the “affiliates” of the Registrant.

The number of shares of common stock outstandingetmuary 27, 2004, was 336,467,300.
Documents Incorporated by Reference

The information required in Part 11l of this Forrd-K is incorporated by reference to the Registeadéfinitive
proxy statement to be filed for the Annual Meetaighareholders to be held on May 25, 2004.

The following text contains references to years42@003, 2002, 2001, 2000, and 1999, which repiefssral
years ending or ended January 28, 2005, January2804, January 31, 2003, February 1, 2002, Februzr200:
and January 28, 2000, respectively. This discusaind analysis should be read with, and is qualifie its entiret
by, the consolidated financial statements and titesithereto.

PART |
ITEM 1. BUSINESS
General

Dollar General Corporation (the “Company” or “Dall&eneral”)is a leading discount retailer of qua
general merchandise at everyday low prices. THrozmnveniently located stores, the Company offefscaiser
assortment of consumable basic merchandise ingutalth and beauty aids, packaged food produatsglctlieanin
supplies, housewares, stationery, seasonal goadi; tiothing and domestics. Dollar General steeyge primaril
low-, middle- and fixed-income families.

The Company was founded in 1939 as J.L. TurnerSord Wholesale. The Company opened its first t
store in 1955, when the Company was first incorygaotas a Kentucky corporation under the name lutndr & Son
Inc. The Company changed its name to Dollar Geén€aaporation in 1968 and reincorporated as a Tssm
corporation in 1998. As of February 27, 2004, @empany operated 6,817 stores in 29 states, phmiarithe
southern, eastern and midwestern United States.

Overall Business Strategy

Dollar General’s mission statement is “Serving @stieTo carry out this mission, the Company has devel
a business strategy of providing its customers vathfocused assortment of fairly priced, consumatimdesic
merchandise in a convenient, small-store format.

Our Customers The Company serves the consumable basics néedstomers primarily in the lonanc
middleincome brackets and those on fixed incomes. Relsgaerformed by an outside service on behalf o
Company in 2001 indicated that approximately 55%ttustomers lived in households earning less $80,000
year, and approximately 36% earned less than $20,00e Company has not engaged an outside sdrvigpdat
this research since 2001; however, according toNd€Isen’s 2003 Homescan@ata, in 2003 approximately 48%
the Companys customers lived in households earning less ti3n080 a year and approximately 26% earnec
than $20,000. The Compasymerchandising and operating strategies are degigmmeet the need for consumi
basics of the consumers in these groups.

Our Stores The average Dollar General store has approxlynéi800 square feet of selling space and st
customers who live within five miles of the stor&s of February 27, 2004, the Company had more #4200 store
serving communities with populations of 20,000 ess. The Company believes that its target cuswmefer th
convenience of a small, neighborhood store. Asdibeount store industry continues to move towarder, “super-
center” type stores, which are often built outstdeowns, the Company believes that Dollar Gensrabnvenier
discount store format will continue to attract cusers and provide the Company with a competitiveaathge. |
2003, the Company opened two Dollar General Mast@ies which have approximately 16,000 squaredieselling



space and which carry, among other things, an elqehassortment of grocery products and perishédahes
The Company expects to continue to test and réffiiseconcept and plans to open 20 Dollar Geneialkist stores i
2004.

Our Merchandise The Company is committed to offering a focusssoament of quality, consumable b
merchandise in a number of core categories, sudtealth and beauty aids, packaged food producteghmeanin
supplies, housewares, stationery, seasonal goads, tlothing and domestics. Because the CompHess@ focuse
assortment of consumable basic merchandise, cugtcame able to shop at Dollar General stores ferr veryda
household needs. In 2003, the average customehgae was $8.56.

Our Prices. The Company distributes quality, consumable daserchandise at everyday low prices
strategy of a loweost operating structure and a focused assortnieneéchandise allows the Company to offer qu
merchandise at highly competitive prices. As pduthis strategy, the Company emphasizes aa@lar price points
In the typical Dollar General store, the majonfythe products are priced at $10 or less, withraxmately 33% c
the products priced at $1 or less.

Our Cost Controls. The Company emphasizes aggressive managemeits alverhead cost structu
Additionally, the Company seeks to locate storesdighborhoods where rental and operating costsetagvely low
The Company attempts to control operating costgriplementing new technology where feasible. Examsplethis
strategy in 2003 and 2002 include improvementsh® Companys supply chain and warehousing systems
introduction of loss prevention software designeddentify unusual cash register transactions aedrhplementatic
of a new merchandise planning system designed distass merchants with their purchasing and sadlecatior
decisions.

Growth Strategy

The Company has experienced a rapid rate of expamsirecent years, increasing its number of stas
3,687 as of January 29, 1999, to 6,817 as of FepRia 2004. In addition to growth from new staggenings, th
Company recorded same-store sales increases of @@%.7% in 2003 and 2002, respectively. Satoee sale
increases are calculated based on the compardbledaa weeks in the prior year. Sastere sales calculations fc
given period include only those stores that werenopoth at the end of that period and at the baginof the
preceding fiscal year. Management will continusaek to grow the Comparsybusiness. The Company believes
growth will come from a combination of new storeeamgs, infrastructure investments and merchamglisitiatives.

New Store Growth Management believes that the Company’s conversemallstore format is adaptable
small towns and neighborhoods throughout the cguniihe majority of the Comparg/’stores are located in th
small towns (defined by the Company as communitigs populations of 20,000 or less). In 2003, @ppnately
50% of the Compang new stores were opened in small towns while therd60% were opened in more den
populated areas. The Company expects a similaroinbew store openings between small towns and rdensel
populated areas in 2004. New store openings id 20 include the Company’ existing market area as well as tl
additional states identified below where managerbefieves the Company has the potential to exp@anstare bas
Opening stores in its existing market area alldres@ompany to take advantage of brand awarenestwm andximizt
its operating efficiencies.

In 2004, the Company will expand its operatingaatie include Wisconsin, Arizona and New Mexico, et
management believes are competitively undersernedoffer the potential for additional growth foretfCompany
The Company did not expand to additional state2003 and 2002. In 2001, the Company opened storéso
additional states, New York and New Jersey. ABaijruary 27, 2004, the Company had 160 stores wm Yk anc
24 stores in New Jersey. The Company expects ttincento explore the potential for expansion intdidona
geographic markets as opportunities present theesel

In 2003, 2002 and 2001, the Company opened 673,88#22602 new stores, and remodeled or relocateds
and 78 stores, respectively. The Company curreaxhects to open approximately 675 new Dollar Garstores ar
20 new Dollar General Market stores and close @Dtstores in 2004.



Infrastructure Investmentsin recent years, the Company has made significesaistments in its distributic
network and management information systems. Inuau@000, the Company opened a 1.0 million sqi@we-
distribution center (“DC”) in Alachua, Florida, andApril 2001, the Company opened a 1.2 milliomagfoot DC ir
Zanesville, Ohio. These significant investmentstin@ Companys distribution network were the result of
Company’s strategy to reduce transportation exgeasd effectively support the Compasygrowth. In Novemb
2003 and January 2004, the Company announcedaits pb expand its DCs in South Boston, Virginia Andmore
Oklahoma, respectively. In addition, both of thB¥es are being converted from single to dual saaslystems whic
will give them the ability to serve more stores. addition, the Company has selected Union Couyth Caroling
as the site of its eighth DC, which is expectetbedfully operational in mi®005. As of February 27, 2004, eac!
the Companys seven existing DCs, on average, serviced appedglyn 974 stores with an average distance
delivery of approximately 225 miles.

Recent investments in technology are listed belénv.2003, these included an improved wareh
management system, a DC appointment schedulingreysdn inventory reconciliation system, allocat&ysten
improvements, credit/debit and/or electronic benegfnsfer (“EBT”) capabilities, shortage analysis reporting,
improvements to automated DC replenishment syst@mdain of these 2003 projects are still in th@lementatio
phase. Technology initiatives in 2002 included éstablishment of perpetual inventories in all stpi@ new ords
processing system, new loss prevention softwastesys for a new import deconsolidation functiome, ¢élstablishme
of a business-ttrusiness website for supply chain efficiencies, systems to enable automated store replenish
During the 20012002 time frame, the Company implemented a new magise planning system designed to ass
merchants with their purchasing and store allocatiecisions, satellite technology that improves m@mmication
between the stores and the corporate office anddese faster check authorization for the Compargtistomers, al
new IBM registers that capture sales, inventory @aytoll data.

Merchandising Initiatives The Company’s merchandising initiatives are giesil to promote sanstere sale
increases. In recent years, the Company has sexldass emphasis on the highly consumable catdgoadding item
in the food, paper, household chemicals, and healthbeauty aids categories. In 2001, the Compagwrb offerin
perishable products. This perishable program, wincludes a selection of dairy products, lunchewats, froze
foods and ice cream, was expanded from 411 stordwe aend of 2001 to 1,367 stores at the end oR 20l 2,44
stores at the end of 2003. The Company will car&ito evaluate the performance of its merchandigeamd mak
adjustments where appropriate.

Prior to 2000, the Comparg/strategy was generally to avoid marking itemsméwm its everyday low ret:
price with the exception of damaged product whi@s wypically marked down to zero and disposedinf2000, an
in subsequent years, in addition to continuingpitactice of marking down damaged product, the Campasc
selectively marked down slower moving and discargthitems. In the fourth quarter of 2003, and @pally at the
conclusion of the Christmas selling season, the fiamy took end of season markdowns materially ireexo©f what
has taken in prior years to help sell through Gmasrelated items that had not sold in sufficient qitest In the
past, the Company would have carried that inventorward and would have attempted to adjust fuinkentory
purchases to account for the carryover produc20@4 and beyond, the Company intends to contihigepractice ¢
emphasizing the in-season sale of seasonal mernckdoyltaking progressive, end-s$ason markdowns. This will
a yearround strategy that will not be limited to the Glimas selling season. Management expects to isbtdht
appropriate size of such markdowns by means ofrgoiag cost benefit analysis that considers factoich as tr
potential corresponding increase in sales andengiat reduction in shrink and inventory handlinglaarrying costs

Merchandise

Dollar General stores offer a focused assortmenquafity, consumable basic merchandise in a nurobeore
categories. The Company separates its merchamdsehie following four categories for internal refiog purpose:
highly consumable, seasonal, home products, and tlashing.

The percentage of total sales of each of the fategories tracked by the Company for the precethngg
years is as follows:



2003 2002 2001

Highly consumable 61.2% 60.2% 58.0%
Seasonal 16.8% 16.3% 16.7%
Home products 12.5% 13.3% 14.4%
Basic clothing 9.5% 10.2% 10.9%

Of the four categories, the seasonal category djlgicecords the highest gross profit rate and highly
consumable category typically records the lowessgprofit rate.

The Company purchases its merchandise from a waleety of suppliers. Approximately 11% of
Companys purchases in 2003 were made from Procter and @ariMo other supplier accounted for more than 4
the Company’s purchases in 2003. Approximately 1&%the Company retail receipts in 2003 were direc
imported by the Company.

The Company generally does not run weekly advagisirculars but does advertise to support newe
openings primarily with targeted circulars promgtithose openings and stere signage. Advertising expenses
less than 1% of sales.

The Company maintains approximately 4,250 corekskeeping units (“SKUs”) per store. The Company’
average customer purchase in 2003 was $8.56. Téragey number of items in each customer purchasewgasn
the average price of each purchased item was $1.49.

The Companys business is modestly seasonal in nature. Theexténded seasonal increase in busines
the Company experiences occurs during the Christee#islg season. During the Christmas selling @eashe
Company carries merchandise that it does not aduring the rest of the year, such as gift setm-airee, certai
baking items, and a broader assortment of toyscandy. In 2003, 2002 and 2001, the fourth quaytererated 299
29% and 30% of the Company’s total annual revermaspectively.

The Dollar General Store

The typical Dollar General store is operated byamager, an assistant manager and two or more dal&s
Approximately 56% of the Comparsystores are located in strip shopping centers, dd%n freestanding buildin
and 3% are in downtown buildings. The Company gdlyehas not encountered difficulty locating sbigastore site
in the past, and management does not currentlgipate experiencing material difficulty in findirggitable locatior
at favorable rents.

The Company’s recent store growth is summarizeterfollowing table:

Stores at Net

Beginning Stores Stores Store Stores at
Year of Year Opened Closed Increase End of Year
2001 5,000 602 62 540 5,540
2002 5,540 622 49 573 6,113
2003 6,113 673 86 587 6,700

Employees

As of February 27, 2004, the Company employed apmately 57,800 full-time and patime employee:
including divisional and regional managers, distn@anagers, store managers, and DC and administiaéirsonne
compared with approximately 53,500 employees onrudgep 28, 2003. Management believes the Compgany
relationship with its employees is generally good.

Competition

The Company is engaged in a highly competitive fegs with respect to price, store location, merdisa



guality, assortment and presentationstoek consistency, and customer service. The Compampetes wit
discount stores and with many other retailers,uiicly mass merchandise, grocery, drug, convenierarégty ani
other specialty stores. Some of the naBolargest retail companies operate stores in am®se the Compal
operates. The Comparsydirect competitors in the dollar store retailegatry include Family Dollar, Dollar Tre
Fred’s and various local, independent operators. Cadtopetfrom other retail categories include CVS,eRAid,
Walgreens, Eckerd, Wal-Mart and Kmart. Some ofGoepanys competitors from outside the dollar store seg
are better capitalized than the Company.

The dollar store category differentiates itselinfrother forms of retailing by offering consistentibyv prices it
a convenient, small-store format. The Compamyices are competitive because of its low costatpng structure ai
the relatively limited assortment of products offier Labor and marketing expenses are minimizethéyimited us
of circulars, fewer price points and relying on glen merchandise presentation. The Company attetopkscatt
primarily in second tier locations, either in simtallvns or in the neighborhoods of more densely [aipd areas whe
occupancy expenses are relatively low. The Compafigves that its limited assortment of produditsass it to focu:
its purchasing efforts on fewer SKUs than otheaitets, which helps keep its cost of goods reltil@v.

Trademarks

The Company, through its affiliate, Dollar Genelatellectual Property, L.P., has registered theléraark
Dollar General®, Clover Valley®, DG Guarante@®d the Dollar General price point designs, aloith wertain othe
trademarks, with the United States Patent and Tmade Office. The Company attempts to obtain regigin of ite
trademarks whenever possible and to pursue viglyrany infringement of those marks.

Available Information

The Company’s website addresswsvw.dollargeneral.com The Company makes available through
address, without charge, its annual report on ForK, quarterly reports on Form 10-Q, current répon Form &
and amendments to those reports filed or furnigheduant to Section 13(a) or 15(d) of the Exchalgieas soon ¢
reasonably practicable after they are electroniddaéd or furnished to the SEC.

ITEM 2. PROPERTIES

As of February 27, 2004, the Company operated 6,8thfl stores located in 29 states as follows:

State Number of Stores State Number of Stores
Alabama 364 Nebraske 80
Arkansas 203 New Jerse! 24
Delaware 24 New Mexico 3
Florida 402 New York 160
Georgia 392 North Caroling 381
Illinois 283 Ohio 363
Indiana 265 Oklahoma 235
lowa 145 Pennsylvani: 366
Kansas 145 South Carolin: 238
Kentucky 256 Tennesse 343
Louisiana 259 Texas 822
Maryland 62 Virginia 243
Michigan 131 West Virginia 127
Mississippi 210 Wisconsin 1
Missouri 290

Most of the Company stores are located in leased premises. Indivistogae leases vary as to their ter
rental provisions and expiration dates. In 200@ €Companys aggregate store rental expense averaged $5.
square foot of selling space. The majority of @@npany’s leases are low-cost, sherm leases (usually with init
or primary terms of three to five years) with mpléi renewal options when available. The Compasg Ahs stort



subject to build-tosuit arrangements with landlords, which typicalrrg a primary lease term of betwee
and 10 years. In 2004, the Company expects appat&lyn350 to 450 of its new stores to be subjediuitd-to-suit
arrangements.

As of February 27, 2004, the Company had seven 8#P¢ing Dollar General stores, as described i
following table:

Approximate

Year Approximate Square Number of Stores
Location Opened Footage Served
Scottsville, Kentuck? 1959 720,00C 929
Ardmore, Oklahomi 1994 1,200,00C 1,030
South Boston, Virgini 1997 1,210,00C 1,008
Indianola, Mississipg 1998 820,00C 738
Fulton, Missour 1999 1,150,00C 969
Alachua, Floride 2000 980,00C 819
Zanesyville, Ohic 2001 1,170,00C 1,324

The Company owns the DCs located in Kentucky, Bariand Ohio and leases the other four DCs.
Companys executive offices are located in approximatel2,800 square feet of owned space in Goodletts
Tennessee. In a move to further enhance the Cortgalistribution network, the Company has selectedbh
County, South Carolina, as the site of its eigh@ D'he Company plans to build a 1.1 million sqtfaa facility on ¢
177-acre site, pending final documentation and all regugovernmental approvals. Located approximaté&lymiles
south of Spartanburg, the facility is expected tapy more than 600 people when it reaches fullacdp. The
Company anticipates the facility to be fully operaal in mid-2005.

ITEM 3. LEGAL PROCEEDINGS
Restatement-Related Proceedings

As previously disclosed in the Compasygeriodic reports filed with the Securities anctlEange Commissic
(the “SEC”), the Company restated its audited financial statésnéor fiscal years 1999 and 1998, and ce
unaudited financial information for fiscal year 20y means of its Form 1R-for the fiscal year ended Februan
2001, which was filed on January 14, 2002.

The SEC has been conducting an investigation imocircumstances giving rise to the restatement ar
January 8, 2004, the Company received notice @aSEC staff was considering recommending thaB#&€ bring
civil injunctive action against the Company foregieéd violations of the federal securities laws amrection witl
circumstances relating to the restatement. Thepaom subsequently has reached an agreement inpbeinath the
SEC staff to settle the matter. Under the termshefagreement in principle, the Company will conisavithou
admitting or denying the allegations in a complambe filed by the SEC, to the entry of a permamérnil injunction
against future violations of the antifraud, booksl aecords, reporting and internal control provisiof the feder:
securities laws and related SEC rules and will @10 million nondeductible civil penalty. The Company is
entitled to seek reimbursement from its insureith wegard to this settlement.

The agreement with the SEC staff is subject tol fapproval by the SEC and the court in which theCSE
complaint is filed. The Company has accrued $1@Gionilwith respect to the penalty in its financigdtements for tf
year ended January 30, 2004. The Company canrgivassurances that the SEC or the court will apgntbi
agreement. If the agreement is not approved, ttragany could be subject to different or additiopahalties, boi
monetary, and non-monetary, which could adverségcathe Company’s financial statements as a whole

In addition, as previously discussed in the Compapyriodic reports filed with the SEC, the Compaaitlec
in the second quarter of 2002 the lead sharehaldavative action relating to the restatement ted been filed |
Tennessee State Court. All other pending statefederal derivative cases were subsequently digaigsiring th



third quarter of fiscal 2002. The settlement of ghareholder derivative lawsuits resulted in apatment t
the Company, after attorney’s fees payable to thntiffs’ counsel, of approximately $25.2 million, which \
recorded as income during 2002. The Company aldledehe federal consolidated restatenrefaited class acti
lawsuit in the second quarter of fiscal 2002. ThéZsmillion settlement, which was expensed in thath quarter ¢
2000, was paid in the first half of fiscal 2002.eT@ompany received from its insurers $4.5 milliomespect of sur
settlement in 2002, which was recorded as income.

Plaintiffs representing fewer than 1% of the shar@ded during the class period chose to opt oth@federe
class action settlement. One such plaintiff cha@spursue recovery against the Company individuallty.2002, th
Company settled and paid that claim and recograreexpense of $0.2 million in respect of that agreat.

Other Litigation

On March 14, 2002, a complaint was filed in the tediStates District Court for the Northern Distraf
Alabama to commence a collective action against Goeepany on behalf of current and former salaritate
managers. The complaint alleges that these ingisdwere entitled to overtime pay and should rentehbee
classified as exempt employees under the Fair L&bandards Act (“FLSA”).Plaintiffs seek to recover overtime p
liquidated damages, declaratory relief and attashiges.

In the third quarter of 2003, the court denied piaintiff s motion to allow the action to proceed ¢
nationwide collective action, but determined theg &ction could proceed collectively as to a regi@at was not the
defined. However, on January 12, 2004, the coertifed an optin class of plaintiffs consisting of all persi
employed by the Company as store managers at m@ysince March 14, 1999, who regularly worked ntbes 5(
hours per week and either: (1) customarily supedriess than two employees at one time; (2) lackekority to hir
or discharge employees without supervisor appramal3) sometimes worked in nananagerial positions at sto
other than the one he or she managed. The Congatigimpt to appeal this decision on a discretiobasis to the 1

t Circuit Court of Appeals has been denied.

This action is still in the discovery phase. Thenpany believes that its store managers are anel hee
properly classified as exempt employees under ttf@AFand that the action is not appropriate for edilve actiol
treatment. The Company intends to vigorously déf#re action. However, no assurances can be ghanthe
Company will be successful in defending this actiorthe merits or otherwise, and, if not, the reoh could have
material adverse effect on the Company’s finarstialements as a whole.

The Company is involved in other legal actions atlms arising in the ordinary course of busine$he
Company currently believes that such litigation ateims, both individually and in the aggregatell Wwe resolve
without a material effect on the Compasyinancial statements as a whole. However, libgainvolves an element
uncertainty. Future developments could cause tlaesens or claims to have a material adverse effec the
Company’s financial statements as a whole.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to shareholders duriaddbrth quarter of 2003.
ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

Information regarding the executive officers of t@empany is set forth below. The Compangxecutiv
officers serve at the pleasure of the Board of @mes and are elected annually by the Board toesentil thei
successors are duly elected.

Name Age Position
David A. Perdue 54 Chairman and Chief Executitfiec€r
Lawrence V. Jackson 50 President and Chief Oiperé&ifficer

James J. Hagan 45 Executive Vice President aref Eimancial Officer



Kathleen C. Guion 52 Executive Vice Presidenty&Operations

Thomas J. Hartshorn 53 Executive Vice Presidéety Business Development
Stonie R. O’Briant 49 Executive Vice Presidengrivhandising, Marketing and
Strategic Planning
Susan S. Lanigan 41 Senior Vice President, Ge@exansel and
Corporate Secretary
Robert A. Lewis 42 Vice President and Controller
Jeffrey R. Rice 40 Vice President, Human Resaurce

Mr. Perdue joined Dollar General on April 2, 2003 as Chief Exve Officer and as a member of the Boar
Directors. He was elected Chairman on June 2, 2Bf8r to joining Dollar General, Mr. Perdue senaChairman at
Chief Executive Officer of Pillowtex Corporationjeading producer and marketer of home textilasnfduly 2002 throuc
March 27, 2003. Pillowtex filed for bankruptcy ialy 2003. Mr. Perdue also served as Executive Yiessident (Janua
2001 to July 2002) and Senior Vice President, Qldbapply Chain (September 1998 to October 1999)Retbol
International Ltd., as well as President and Cligecutive Officer (January 2001 to July 2002) andedutive Vice
President, Global Operating Units (October 1999awuary 2001) of the Reebok Brand. From 1994 teeSdper 1998, M
Perdue was Senior Vice President of Haggar, Inberer he was responsible for all aspects of opemtimom plannin
through distribution. From 1992 until 1994, he vbased in Hong Kong as Senior Vice President of ijmers for Sara Le
Corp. Mr. Perdue also has served as a directotliaAEnergy Corporation since 2001.

Mr. Jacksonjoined Dollar General in September 2003 as Presided Chief Operating Officer. From 1¢
until joining Dollar General, Mr. Jackson was Senfice President of Supply Operations for Safeway,,la food an
drug retailer. Prior to his nearly 6 years with &yedy, Mr. Jackson spent 17 years with PepsiCo, There, he he
various positions from 1981 through 1994 at P€uda Company, a subsidiary of PepsiCo., Inc., idicig Plan
Manager, Director of Planning, Vice President ofe€jions, Vice President of (fremises Sales, and V
President/General Manager. In addition, from Deami®94 to October 1997, he was Chief Operatingc@ffanc
Senior Vice President of Worldwide Operations fep§iCo Food Systems, Inc., a distributor of restaiuequipmet
and supplies. Mr. Jackson currently serves on tlaeds of directors for Parsons Corporation, AlNMgdste Industrie
Inc., and Radio Shack Corporation.

Mr. Hagan joined Dollar General as Executive Vice Presidamd &hief Financial Officer in March 20(
From June 2000 through March 2001, he served & Eimancial Officer of Central Parking Corporatja provide
of parking and transportation management servideam April 1999 through June 2000, Mr. Hagan seree
Executive Vice President and Chief Financial Officé Saturn Retail Enterprises, an owner/operatoiSaturr
automobile dealerships and a wholly owned indidbsidiary of General Motors Corporation. From ME39¢€
through April 1999, he served as Executive Vicesiient and Chief Financial Officer of Brursolnc., a supermark
operator. Mr. Hagan also previously served as Breelice President and Chief Financial OfficerRévco D.S
Inc.

Ms. Guion joined Dollar General in October 2003 as Execulfiee President, Store Operations. From £
2000 until joining Dollar General, Ms. Guion servad President and Chief Executive Officer of Dukel &ong
Distributing Company, a convenience store chairratpe and wholesale distributor of petroleum prdadubat filec
for bankruptcy in November 2000. Prior to that tjrsbe served as an operating partner for Devom&ar{1999-
2000), where she developed operating plans andtedsn the identification of acquisition targatstihhe convenient
store industry, and as President and Chief Opey&ifficer of E-Z Serve Corporation (199P98), an owner/opera
of convenience stores, mimarts and gas marts. From 1987 to 1997, Ms. Gueoved as the Vice President .
General Manager of the largest division (Chesapdakesion) of company-owned stores atEleven, Inc.,
convenience store chain. Other positions held by Glson during her tenure atEleven include District Manag:
Zone Manager, Operations Manager, and Division Man@Jidwest Division).

Mr. Hartshorn joined Dollar General as Vice President, Operationd992 and became Vice Presid
Merchandising Operations in 1993. He was namedoB#&fce President, Logistics and Merchandising @gens ir
February 2000 and then Executive Vice PresidentcMandising in February 2001. He assumed his cup@sition a



Executive Vice President, New Business Developnermiugust 2003. Before joining Dollar General,
Hartshorn was Director of Store Operations for Mo@fTG&Y, a retailing company. Mr. Hartshorn join@&Y in
1968 and held various operations management posjtiacluding Corporate Directors of Store OperatjcExpens
and Budget Control; Territorial Director of Stor@&ations; District Manager; and Store Manager.

Mr. O’Briant joined Dollar General in 1991 as Divisional Merctiese Manager. Mr. @riant was name
General Merchandise Manager in 1992, Vice Presidéatchandising in 1995, Senior Vice President, dfiandisini
and MIS in 1998, Executive Vice President in 2080d Executive Vice President, Operations in Felyr2@01. Hi
assumed his current position as Executive Viceitkeas Merchandising, Marketing and Strategic Piagnn Augus
2003. Before joining Dollar General, Mr. O’Briargent 17 years with Fresl’ Inc., a discount retailer, where he se
in a number of executive management positionsucinf Vice President, Hardlines, Vice Presidentifli®es, ant
Vice President, Household Goods. He also ownedWwis business, @riant Enterprises, Inc. from 1989 to 1€
specializing in the service sector serving retad wholesale customers and the military.

Ms. Laniganjoined Dollar General in July 2002 as Vice Presid&eneral Counsel and Corporate Secre
She was promoted to Senior Vice President in Oct@bB83. Prior to joining Dollar General, Ms. Lanmgaerved &
Senior Vice President, General Counsel and SegrettrZale Corporation, a specialty retailer of fifgavelry.
headquartered in Irving, Texas. During her six gesth Zale, Ms. Lanigan held various positiongJuiing Associat
General Counsel. Prior to that, she held legaltiopms with both Turner Broadcasting System, Inad dmoutmal
Sanders law firm.

Mr. Lewis joined Dollar General as Vice President and Coleroh October 2001. From May 1999 throl
September 2001, Mr. Lewis served as Group Viceidk¥as overseeing operational, planning and adrnatise
functions for Lux Corp., an apparel retailer doimgsiness as “Mr. Rags” and a then whallyned subsidiary
Claire’s Stores, Inc. Mr. Lewis served as Vice PresiddnEinance from February 1996 until May 1999, an
Controller from November 1988 until May 1999, fofafte’s Stores, Inc., an international retailervafluepricec
costume jewelry and accessories. Prior to joinitgjr€s Stores, Mr. Lewis was employed with Arthur Anders
Co.

Mr. Rice joined Dollar General in June 1981 as a piane summer employee in the Scottsville, Kentucky.
In May 1984, he began working full-time as thetfwriter and editor of Dollar Generalemployee newsletter. Ug
graduation from college, Mr. Rice served as assistathe Vice President of Human Resources fory@ae. Over th
next nine years, Mr. Rice served in various posgion human resources at Dollar General, includdogporat:
Recruiter, Scottsville DC and Office HR Managerd aorporate Personnel Manager, before being pramts
Director of Human Resources in 1996. Mr. Rice wamsmwted to Senior Director, Human Resources in 1889the
to his current position in September 2002.

PART Il

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK
AND RELATED SECURITY HOLDER MATTERS

The Company’s common stock is traded on the NewkY&tock Exchange under the symbol “DGThe
following table sets forth the range of the higld dow sales prices of the Compasytommon stock during ee
quarter in 2003 and 2002, as reported on the Nemk 8tock Exchange, together with dividends.

First Second Third Fourth

2003 Quarter Quarter Quarter Quarter
High $ 15.20 $ 19.75 $ 23.40 $ 22.67
Low $ 9.50 $ 14.87 $ 18.16 $ 18.41
Dividends $ .035 $ .035 $ .035 $ .035

First Second Third Fourth



2002 Quarter Quarter Quarter Quarter

High $17.25 $ 19.95 $ 17,55 $ 14.80
Low $ 13.77 $ 14.45 $ 12.00 $ 10.56
Dividends $ .032 $ .032 $ .032 $ .032

The Company’s stock price at the close of the ntaskd-ebruary 27, 2004, was $21.89.

There were approximately 12,777 shareholders airceof the Compang common stock as of February
2004. The Company has paid cash dividends on ismemn stock since 1975. The Board of Directors laaty
reviews the Company’s dividend plans to ensure ey are consistent with the Compangarnings performant
financial condition, need for capital and otherewgnt factors. Consistent with that review, on éhat2, 2004, tr
Board of Directors authorized a dividend of $0.@4 ghare for the first quarter of 2004.

The following table sets forth information with pegt to purchases of shares of the Commaogmmon stoc
made during the quarter ended January 30, 2004r lmn doehalf of the Company or any “affiliated puaskr,” as
defined by Rule 10b-18(a)(3) of the Securities Exaje Act of 1934

Total Number of Maximum
Shares Number of
Purchased as  Shares that May
Part of Publicly Yet Be
Total Number of Announced Purchased
Shares Average Price Plans or Under the Plans
Period Purchased Paid per Share Programs(a) or Programs(a)
11/01/0:-11/30/03 - - - 12,000,00(
12/01/0:-12/31/03 1,519,00C $19.54 1,519,00C 10,481,00(
01/01/0-~01/30/04 - - - 10,481,00(

(&) On March 13, 2003, the Company announcedtth8oard of Directors had authorized the Compansepurchase up to 12 million she
of the Companys outstanding common stock. Purchases may be matie bpen market or in privately negotiated tratisas from time t
time subject to market conditions. This repurcteghorization expires on March 13, 2005.

ITEM 6. SELECTED FINANCIAL DATA
(In thousands except per share and operating data)

January 30, January 31, February 1, February 2, January 28,

2004 2003 2002 2001 (c) 2000 (d)

SUMMARY OF
OPERATIONS:
Net sales $ 6,871,992 $ 6,100,404 $ 5,322,89¢ $ 4,550,571 $ 3,887,964
Gross profil $ 2,018,12¢ $1,724266 $1,509,41z $1,250,90  $1,093,49¢
Penalty and litigation

settlement expense

(proceeds $ 10,000 $ (29,541) $ - $ 162,000 $ -
Income before income tax $ 479,760 $ 414,626 $ 327,822 $ 108,647 $ 294,697
Net income $ 301,00 $ 264,946 $ 207,513 $ 70,642 $ 186,673
Net income as a % of sal 4.4% 4.3% 3.9% 1.6% 4.8%

PER SHARE RESULTS

(a):
Diluted earnings per sha  $ 089 $ 0.79 $ 0.62 $ 0.21 $ 0.55
Basic earnings per she $ 090 $ 0.80 $ 0.63 $ 0.21 $ 0.61

Cash dividends per share of
common stocl $ 014 S 0.13 $ 0.13 $ 0.12 $ 0.10



Weighted average diluted

shares 337,63€ 335,05C 335,017 333,858 337,904
FINANCIAL POSITION:
Assets $ 2,652,70¢ $2,333,15¢ $ 2,552,38¢ $ 2,282,46- $ 1,923,62¢
Long-term obligations $ 265,337 $ 330,337 $ 339,47C $ 720,764 $ 514,362
Shareholder equity $ 1,576,92C $ 1,288,06¢ $ 1,041,71¢ $ 861,763 $ 845,353
Return on average assets 12.2% 10.9% 8.7% 3.4% 11.3%
Return on average equity ( 21.2% 23.1% 22.2% 8.3% 24.6%

OPERATING DATA:
Retail stores at end of

period 6,700 6,113 5,540 5,000 4,294
Yeal-end selling square fe 45,354,00( 41,201,00( 37,421,00( 33,871,00( 28,655,00(
Highly consumable sale 61% 60% 58% 55% 51%
Seasonal sale 17% 17% 17% 16% 17%
Home products sal¢ 13% 13% 14% 17% 20%
Basic clothing sale 9% 10% 11% 12% 12%

(@) As adjusted to give retroactive effect to all conmstock splits.
(b) Average assets or equity, as applicable, is cakedlasing the fiscal year end balance and the foeceding fiscal quartenc
balances.

(c) 53-week year.
(d) The Company restated its financial statementshfeffiscal year ended January 28, 2000 by mearis Bbrm 10K for the fiscal yee
ended February 2, 2001.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

General

Accounting Periods The following text contains references to yea@94, 2003, 2002, and 2001, wt
represent fiscal years ending or ended Januarg@®, January 30, 2004, January 31, 2003, and &sbfy 200z
respectively, each of which will be or was ae@ek accounting period. This discussion and aralsisould be re:
with, and is qualified in its entirety by, the Cohdated Financial Statements and the notes thereto

Executive Overview In 2003, the Company hired a new Chief Execu@ficer, a new President and Ct
Operating Officer and a new Executive Vice PrediaddrStore Operations. During the year, the Compacysed o
the following seven operating initiatives:

- The opening of 673 new stores;

- The continued implementation of the “seven I&lstore retailing program which was designed to inag
store level execution of certain key processess program was recently redefined as a result ofhiaage i
senior management in the store operations area;

- The addition of coolers (which allow the Compangtores to carry perishable products) in 1,078s
bringing the total number of stores with cooler@ #45 at January 30, 2004;

- The rollout of automatic inventory replenishment2@73 stores, bringing the total number of staye
automatic replenishment to 2,648 at January 304;200

- Testing the acceptance of debit cards in five stateedit cards in four states and electronic betrahsfer:
(“EBT”) in four states;

- A multi-faceted program focused on shrink which included tlevelopment and implementation ¢
comprehensive shrink reduction action plan; and

- The selection of a location for its eighth disttibn center and the resulting announcement of piarisiilc
that facility in Union County, South Carolina.



In 2004, the Company will focus its efforts on aogdishing the following operating initiatives:

- Opening 675 new Dollar General stores and 20 Dellar General Market stores;

- Expanding stores into three additional stategzoha, New Mexico, and Wisconsin;

- Expanding its distribution centers in Ardmore, OQidena and South Boston, Virginia and begin
construction of the new distribution center in $oGarolina;

- Implementing a merchandising data warehouse;

- Maintaining an acceptable in-stock level oncalle items as well as for its 100 fastest moviaQi;

- A store work-flow project being undertaken witie assistance of McKinsey and Company;

- A continued focus on shrink reduction effortartcularly at “high shrink” stores;

- The addition of coolers in approximately 2,850 81 stores and the installation of coolers inuaity all
new stores;

- Improving the merchandising productivity of #fores that have more than 8,000 square feetlofgepace;

- The potential expansion of its debit and credid and EBT test;

- Increasing its emphasis on opportunistic invenpurchases; and

- The stabilization, or reduction of, its retaikmagement turnover rate.

The Company can provide no assurance that it willsbccessful in executing these initiatives nor e
Company guarantee that the successful implementatithese initiatives will result in superior fimaal performance

In addition to undertaking the operating initiaswiescribed above, the Company also intends totaramd/o
analyze the status of certain other issues. Tiesse$ are likely to include:

- The status of the Company’s rating agency debigs;

- The analysis of the appropriate level of share remses for 2004 (in 2003 the Company spent $28libm
repurchasing approximately 1.5 million shares, @@y consider increasing its share repurchases(ia)20

- The impact on the Company, if any, from recentdiegion affecting the number of hours that truck/ehs
can operate their trucks;

- The progress of the wage and hour collective adiiigation in the state of Alabama discussed nfatly in
Note 7 to the Consolidated Financial Statements;

- The effectiveness of its newly formed global saugcsubsidiary that replaces certain aspects amp®rting
process which had previously been outsourced horé party;

- The Company’s plans to install some additionsiufies in over threguarters of its existing stores and
potential for this disruption to have a temporaggative impact on same-store sales; and

- The Company’s progress toward fulfilling its SamlesOxley internal controls certification process wt
must be completed before the filing of its anneglart on Form 10-K in early 2005.

The Company measures itself against seven key dialametrics that it believes provide a wbfiance
perspective regarding its overall financial healthose metrics are as follows, together with hogytare computed:

- Earnings per share (“EPSgyowth (current year EPS minus prior year EPS @ity prior year EPS equ
percentage change) which is an indicator of theesmed returns generated for the Company’s shaiaisol

- Total net sales growth (current year total netssainus prior year total net sales divided by pyear tote
net sales equals percentage change) which indicatesng other things, the success of the Company
selection of new store locations and merchandisiragegies.

- Operating margin rate (operating profit dividedriet sales) which is an indicator of the Comparsticces
in leveraging its fixed costs and managing itsalale costs.

- Return on invested capital (numeratanet income plus interest expense, net of tax, ot expense, net
tax; denominator — average long-term debt plusameeshareholdergquity, both measured at the end of
latest five fiscal quarters, plus average rent agpamultiplied by eight. Average rent expense ismatec
using a two-year period). Although this measura mONnGAAP measure, the Company believes it is u:
because return on invested capital measures theieaffy of the Companyg’ capital deployed in |
operations.



- Free cash flow (the sum of net cash flows from afyeg activities, net cash flows from investingiates
and net cash flows from financing activities, exithg share repurchases and changes in debt othe
required payments). Although this measure is a@8WP measure, the Company believes it is usefur
indicator of the cash flow generating capacity lné ICompanys operations. It is also a useful metri
analyze in conjunction with net income to determiiesther there is any significant noash component
the Company’s net income.

- Inventory turns (cost of goods sold for the yeaidi#id by average inventory balances, at cost, nmedsat th
end of the latest five fiscal quarters) which isimgicator of how well the Company is managing ldrges
asset on its balance sheet.

- Return on average assets (net income for the yeiged by average total assets, measured at thefetind
latest five fiscal quarters), an overall indicadbthe Company’s effectiveness in deploying itoreses.

The Company computes the above metrics using bA#RGand certain noiGAAP information. As discuss
further below under “Results of Operations”, then@@any generally excludes noeeurring items, such as -
restatement-related items, to more effectively @ai@ the Compang’performance on a comparable and ongoing |

The Company also pays particular attention toatses-store sales growth, which is a salbegory of its tot:
sales growth, and its shrink performance, which gib-category of its operating margin rate. In3280d2002, th:
Company experienced same-store sales growth of 4@865.7%, respectively. In 2003 and 2002, the Goyp
shrink, expressed in retail dollars as a percenmégales, was 3.05% and 3.52%, respectively.

Results of Operations

The following discussion of the Compansyfinancial performance is based on the Consolid&i@ancia
Statements set forth herein. The Company has iadlu this document certain financial informatioot derived i
accordance with generally accepted accounting iptes (“GAAP”), such as selling, general and administre
(“SG&A”) expenses, net income and diluted earnipgs share that exclude the impact of restatemadated item:
The Company believes that this information is usefuinvestors as it indicates more clearly the @any’s
comparative year-tgear operating results. This information should betconsidered a substitute for any mea:
derived in accordance with GAAP. Management may ths® information to better understand the Company’
underlying operating results.

The following table contains results of operatiolasa for the 2003, 2002 and 2001 fiscal years,thediolla
and percentage variances among those years:

(amounts in millions, 2003 vs. 200: 2002 vs. 200:
excluding per share $ % $ %
amounts’ 2003 2002 2001 change change change change

Net sales by categor
Highly consumable $4,206.9 $36749 $3,0851 $531.9 145% $589.8 19.1%

% of net sale 61.22% 60.24% 57.96%
Seasone 1,156.1 994.3 888.3 161.9 16.3 106.0 11.9
% of net sale 16.82% 16.30% 16.69%
Home product: 860.9 808.5 767.7 52.3 6.5 40.8 5.3
% of net sale 12.53% 13.25% 14.42%
Basic clothinc 648.1 622.7 581.8 25.4 4.1 40.9 7.0
% of net sale 9.43% 10.21% 10.93%
Net sales $6,872.0 $6,1004 $5,3229 $771.6 12.6% $777.5 14.6%
Cost of goods sol 4,853.9 4,376.1 3,813.5 477.7 10.9 562.7 14.8
% of net sale 70.63% 71.74% 71.64%
Gross profi 2,018.1 1,724.3 1,509.4 293.9 17.0 214.9 14.2
% of net sale 29.37% 28.26% 28.36%
SG&A:

SG&A excluding



restatement-related

expense: 1,496.3 1,290.1 1,107.4 206.1 16.0 182.8 16.5
% of net sale 21.77% 21.15% 20.80%
Restatement-related
expenses included in
SG&A 0.6 6.4 28.4 (5.8) (90.9) (22.0) (77.5)
% of net sale 0.01% 0.10% 0.53%
Total SG&A 1,496.9 1,296.5 1,135.8 200.3 15.5 160.7 14.2
% of net sale 21.78% 21.25% 21.34%
Penalty and litigation
settlement procee( 10.0 (29.5) - 39.5 - (29.5) -
% of net sale 0.15% (0.48)% -
Operating profi 511.3 457.3 373.6 54.0 11.8 83.7 22.4
% of net sale 7.44% 7.50% 7.02%
Interest expense, n 315 42.6 45.8 (11.1) (26.1) (3.2 (6.9)
% of net sale 0.46% 0.70% 0.86%
Income before taxes on
income 479.8 414.6 327.8 65.1 15.7 86.8 26.5
% of net sale 6.98% 6.80% 6.16%
Provisions for taxes on
income 178.8 149.7 120.3 29.1 19.4 29.4 24.4
% of net sale 2.60% 2.45% 2.26%
Net income $ 301.0 $ 2649 $ 2075 $36.1 13.6% $ 57.4 27.7%
% of net sale 4.38% 4.34% 3.90%
Diluted earnings per
share $ 0.89 $ 0.79 $ 0.62 $0.10 12.7% $ 0.17 27.4%
Weighted average
diluted share 337.6 335.1 335.0 2.6 0.8 - -
Restatementelated
items:
Penalty and litigation
settlement procee 10.0 (29.5) - 39.5 - (29.5) -
Restatement-related
expenses included in
SG&A 0.6 6.4 28.4 (5.8) (90.9) (22.0) (77.5)
10.6 (23.1) 28.4 33.7 - (51.6) -
Tax effect (0.2) 9.1 (10.4) (9.3) - 19.5 -
Total restatement-related
items, net of ta: 10.4 (14.1) 18.0 24.4 - (32.1) -
Net income, excluding
restatement-related
items $ 3114 $ 250.9 $ 2255 $ 60.5 24.1% $ 25.4 11.2%
Diluted earnings per
share, excluding
restatement-related
items $ 0.92 $ 0.75 $ 0.67 $ 0.17 22.7% $ 0.08 11.9%

Net Sales Increases in net sales resulted primarily fr@% Bet new stores and a sastere sales increase
4.0% in 2003 compared to 2002, and 573 net nevestand a sam&ore sales increase of 5.7% in 2002 compat
2001. Samestore sales calculations for a given period incladly those stores that were open both at the érigiai
period and at the beginning of the preceding figealr. The Company monitors its sales internajiyhe four majc
categories noted in the table above. The Comgamgrchandising strategy in recent years has lzeplate a great



emphasis on faster-turning consumable products@igdve less prominence to slowirning home produc
and clothing. The Company believes that this sgsateas enabled it to better serve its customersevitmproving it
inventory turns. As a result of this strategy, otlex past three years the highly consumable catdums become
greater percentage of the Compangterall sales mix while the percentages of theénproducts and basic cloth
categories have declined.

The Company’s sam&ore sales increase in 2003 over 2002 of 4.09%228.3 million, was due to a num
of factors, including but not limited to: increassdles of candy and snacks of $64 million, which ba partiall
attributed to the introduction of new items and pilecement of many of the items in this categomgrribe front of th
store; an increase of $31 million in sales of Healhd beauty aids items due primarily to improvedtocks an
increased sales of certain over-ttminter medications; an increase of $30 milliosates of pet supplies primarily ¢
to the success of private label pet foods and titktian during the year of certain pet accessor&sjncrease !
approximately $30 million in sales of perishableducts primarily due to the increase in the nunidestores witl
coolers; and an increase of $24 million in salehafd goods due primarily to expanded offeringsaofomotive
products.

The Company’s sam&tore sales increase in 2002 over 2001 of 5.79%284.0 million, was due to a num
of factors, including but not limited to: the inthaction of approximately 400 new items in the hyghbnsumabl
category which, net of the sales of the items ttegyaced, generated an estimated $85 million irseréa samestore
sales; a strong performance of seasonal merchamdike first half of 2002, which increased sastere sales by
estimated $42 million during that period, a portafrwhich the Company attributes to the introductad new outdoc
items and the staging of warm weather items istidges earlier than in prior years; an increasappioximately $2
million in sales of perishable products primarilyedto the increase in the number of stores withertepand improve
ordering practices by its store employees.

Gross Profit. The gross profit rate increased 111 basis pain2903 as compared with 2002 primarily du
the following:

- Higher initial markups on merchandise received during 2003 as compated002 (approximately 59 ba
points of gross margin improvement). This improvam&as achieved primarily from increased purchax
higher margin seasonal and home product items%aiBtrease in imported purchases, which carry hither
average mark-ups; and a 72% increase in variodsrpgance-based vendor rebates.

- A reduction in the Company’shrink provision from 3.52% in 2002 to 3.05% B0D2, calculated using ret
dollars as a percentage of sales (approximatelpasls points of gross margin improvement, at cos$t)e
Company made progress in reducing the shrink abl@no stores during 2003 but generally fell shol
corporate goals. The 3.05% recorded in the cugreat exceeds the shrinkage rate recorded in eaitte ddu
fiscal years between 1998 and 2001 (2.60%, 2.628Q% and 2.90%, respectively) and also exceede
Companys internal plan for 2003. Some of the actions riakg the Company to combat shrink beginnin
2002 included the development of an asset proteafepartment devoted to reducing shrink losses
installation and utilization of software that idéiets unusual cash register transactions, incregaia emphas
of shrink in the store bonus plan and the estamiestt of a multidisciplinary shrink task force that |
developed a comprehensive shrink reduction actlan, pvhich included the increased use of closecui
television monitors and burglar alarms, a spedifgh shrink store action plan, the creation of @asi shrinl
awareness tools and the production of various diaepeports to identify high risk stores. As mengd ir
the Executive Overview above, a continued emphasishrink reduction has been identified as a Sicpnl
operating initiative for 2004.

- Higher average mark-ups on the Comparheginning inventory in 2003 as compared to 2@Qproximatel
18 basis points of gross margin improvement). Thigeased average maulp- represents the cumulat
impact of higher margin purchases over time.

- A reduction in transportation expenses as a peagendf sales (approximately 14 basis points ofggrmargir
improvement). This reduction resulted primarilynfreystem enhancements and improved process etfiet
in managing outbound freight costs, which contouto an approximate 7% decline in outbound cog
carton delivered in 2003 as compared to 2002.



These components of margin, which all positivelpatted the Company’s results, were partially ofifget

- The impact of the Comparg/’LIFO valuation adjustments in the fourth quartefs2003 versus 20(
(approximately 16 basis points of gross marginideyl In 2002, the Company recorded an $8.9 millithO
adjustment, which had the effect of increasing gmsrgin and primarily resulted from the Compangbility
to lower its product costs through effective pusthg methods and the general lack of inflation miyirihe
period. The Company did not benefit from a compleraddjustment in 2003 primarily because the L
reserves in certain inventory departments had beduced to nominal amounts, or zero, in 2002 arprears

- An increase in markdowns of 14 basis points. Tiwease in markdowns was due principally to in@e
Christmasrelated markdowns compared to those the Companytaiah in the past and, to a lesser ex
markdowns taken to assist with the sale of botbaisnued and slower moving apparel items.

The slight decline in the gross profit rate in 2@32compared with 2001 was due primarily to angase in th
Companys shrinkage provision from 2.90% in 2001 to 3.5202002, calculated using retail dollars as a pgaggno
sales. As discussed above, the Company has takemnas actions to combat shrink and continues tmugoon thi
effort. The Company improved its initial margin mventory purchases in all four of its major categs in 2002 ¢
compared against 2001, which partially offset therease in the shrinkage provision. However, thdicued shift i
the Companys sales mix to lower margin highly consumable iteroted above limited the year over year increa
the total initial margin rate to 7 basis pointsheTCompany recorded an $8.9 million adjustment @i$3.5 millior
adjustment in the fourth quarters of 2002 and 20€4pectively, pertaining to its LIFO valuation, ialin had the effe:
of increasing gross profit in both years. Thegesithents were primarily the result of the Comparability to lowe
its product costs through effective purchasing meshand the general lack of inflation.

Distribution and transportation costs decreasedgproximately seven and six basis points, respagtias
percentage of sales in 2002 as compared to 208&.r&duction in distribution costs as a percentdgaales was di
primarily to occupancy and depreciation expensasdhew at a rate less than the sales increaste thiei reduction i
transportation costs as a percentage of sales weaprimarily to freight expenses that grew at a tass than the sa
increase. Occupancy costs represented a decliagpobximately five basis points as a percentagsalas in 2002 |
compared to 2001, due primarily to reduced remdlr@al property tax expenses as a percentagdéest Eepreciatio
expenses represented a decline of approximatede thasis points as a percentage of sales in 2002nagared t
2001, due primarily to the fact that distributicenter depreciation is relatively fixed in companseith the growth i
the Companys sales base. Factors contributing to the redudtidneight expense as a percentage of sales i
include lower fuel costs during the first half bktyear and an effective freight revenue shariognam whereby tt
Company picks up product directly from its vendass opposed to having it shipped, each of whichltesbun ¢
decline of approximately four basis points as a@etage of sales in 2002 as compared to 2001.

Selling, General and Administrative (“SG&A”) Expens The increase in SG&A expense as a percente
sales, excluding restatemeaetated expenses (primarily professional feesd83 as compared with 2002 was du
a number of factors including but not limited talieases in the following expense categories thes weexcess of tt
12.6 percentage increase in sales: store labore@ised 14.6%) primarily due to increases in stamihg+elatec
costs; the cost of workersbmpensation and other insurance programs (inatez&8%) primarily due to an increi
in medical inflation costs experienced by the Conypeompared to previous years; store occupancys ¢ostrease
15.8%) primarily due to rising average monthly edmtassociated with the Compasyeased store locations;
higher bonus expense (increased 34.4%) relatdtet@dmpany’s financial performance during 2003.

The increase in SG&A expense as a percentage e, sakcluding restatemerdlated expenses, in 2002
compared with 2001 was due to a number of factachiding but not limited to increases in the follog/ expens
categories that were in excess of the 14.6 pergentecrease in sales: store labor (increased 21ptibarily due t
continued efforts to improve store conditions byhbimcreasing the total number of hours workecdhm $tores and t
average wage of the store employees; the cost dfens) compensation and other insurance programs (inail
54.2%) primarily due to higher average medical £astlating to workes compensation claims and incre¢



premiums for directors’ and officersisurance; store occupancy costs (increased 1&6#oarily due to risin
common area maintenance costs associated withdleasee locations; and store repairs and maintenéncrease
44.5%) primarily due to increased floor cleaningexses and higher fixture repair costs.

Penalty and Litigation Settlement Proceedés more fully discussed in Note 7 to the Corgatled Financii
Statements, the Company accrued $10.0 million i@32@ith respect to a civil penalty related to itreement i
principle with the Securities and Exchange Comrmoiss{*SEC”) staff to settle the matters arising out of
Companys financial restatement. In 2002, the CompanyroEmb $29.5 million in net litigation settlement peeds
which amount included $29.7 million in insuranceqaeds associated with the settlement of the esstattrelatec
class action and shareholder derivative litigatffiset by a $0.2 million settlement of a shareholdlass action opt-
out claim related to the Company’s restatement.

Interest Expense, NefThe decrease in net interest expense over thedpieom 2001 to 2003 is due primal
to debt reduction achieved during 2003 and 2002. aJerage daily total debt outstanding over thé thase years wi
as follows: 2003 - $301.5 million at an averageiriest rate of 8.6%; 2002 5%5.7 million at an average interest
of 6.6%; and 2001 - $738.8 million at an averaderast rate of 6.3%. The increase in the Comaayérage intere
rate over the periods above is due primarily tordauction of variable rate debt. All of the Comypanoutstandin
indebtedness at January 30, 2004 is fixed rate debt

Provision for Taxes on IncomeThe effective income tax rates for 2003, 200@ 2001 were 37.3%, 36.]
and 36.7%, respectively. The higher tax rate in32i30due primarily to the $10.0 million penalty agal discusse
above which will not be deductible for income taxposes. The lower effective tax rate in 2002 pramarily due t¢
recording higher work opportunity tax credits thar2001 and the favorable resolution of certaitestax related iten
during 2002.

Liquidity and Capital Resources

Current Financial Condition / Recent DevelopmenBuring the past three years, the Company hasrgen
over $1.2 billion in cash flows from operating aittes. During that period, the Company has expdrtie number ¢
stores it operates by 34%, (1,700 stores) andrizasred $409 million in capital expenditures, priityato support thi
growth. Also during this three-year period, the @amy has reduced its long-term debt by $448 million

The Company is involved in a number of legal adtiand claims in the ordinary course of businessieso
which could potentially result in a material casltlement. In addition, the Company is involvedinollective actio
pending in the United States District Court for terthern District of Alabama. If the Company st successful |
defending that action, it could result in a matecash settlement. The Company also has certaome taxrelatec
contingencies as more fully described below undgnitital Accounting Policies and Estimate&stimates of the:
contingent liabilities are included in the Companyonsolidated Financial Statements. However, éunggativ
developments could have a material adverse effeth® Company liquidity. See Notes 4 and 7 to the Consolid
Financial Statements.

The Companys inventory balance represented over 43% of ital tassets as of January 30, 2004.
Company’s proficiency in managing its inventorydrales can have a significant impact on the Comgargsh flow
from operations during a given fiscal year. Forregke, in 2001, changes in inventory balances reptesl a $118
million use of cash while in 2002, changes in ineey balances represented an $8.0 million souraa@sh. Inventol
turns, which increased from 3.5 times in 2001 ® &d 4.0 times in 2002 and 2003, respectivelyirimried to th
improved cash flows.

A substantial portion of the jobs credit prograntéized by the Company to reduce its federal incoba
liability expired as of December 31, 2003 for nempdoyees hired after that date. Currently, thardepislatiol
pending in Congress that will reinstate these tseal a retroactive basis. While the enactmenhisflegislation i
expected, its passage is not certain. The Compartigipates that its 2004 income tax liability witicrease b
approximately $2.6 million if these credit prograare not re-enacted on a retroactive basis.



On March 13, 2003, the Board of Directors authatitee Company to repurchase up to 12 million shafdés
outstanding common stock. Purchases may be matleinpen market or in privately negotiated trarnieastfromn
time to time subject to market conditions. The obtiye of the share repurchase program is to enhahaesholde¢
value by purchasing shares at a price that prodagesurn on investment that is greater than thefiamy's cost «
capital. Additionally, share repurchases will bal@raken only if such purchases result in an aiveré@npact on th
Company's fully diluted earnings per share calautatThis authorization expires March 13, 2005. iBgr2003, th
Company purchased approximately 1.5 million shatestotal cost of $29.7 million.

The following table summarizes the Compangignificant contractual obligations as of Janud@y 2004
which excludes the effect of imputed interest fiousands):

Payments Due by Perioc

Contractual obligations Total <1lyr 1-3yrs 3-5yrs >5yrs
Long-term debt (a) $00,000 $ - $ - $ - $ 200,000
Capital lease obligatior 38,228 15,902 16,703 4,923 700
Financing obligation 93,186 1,739 4,003 5,181 82,263
Inventory purchase 111,700 111,700 - - -
obligations

Operating leases 948,984 221,838 314,127 166,233 246,786
Total contractual cash

(a) As discussed below, represents unsecured wbiese holders have a redemption option in 2005,
which could result in the acceleration of all ggation of these payments due.

The Company has a $300 million revolving creditilfgc(the “Credit Facility”), which expires in June 20(
During 2004, the Company intends to begin discussiwith its lenders about amending or replacing @mnedi
Facility. As of January 30, 2004, the Company hadutstanding borrowings and $22.5 million of standetters o
credit under the Credit Facility. The standby lettef credit reduce the borrowing capacity of thredt Facility. The
Credit Facility contains certain financial covergrdll of which the Company was in compliance vathlanuary 3!
2004. See Note 5 to the Consolidated FinanciakBtamts for further discussion of the Credit Fagcilit

The Company has $200 million (principal amount)81%/8% unsecured notes due June 15, 2010.
indebtedness was incurred to assist in fundin@Cib®pany’s growth. Interest on the notes is payabitaiannually ol
June 15 and December 15 of each year. The noteerdsomay elect to have these notes repaid on Jyn2005, ¢
100% of the principal amount plus accrued and uhpdaerest. The Company may seek, from time to timeetire it:
outstanding notes through cash purchases on the mjpeket, privately negotiated transactions or mtise. Suc
repurchases, if any, will depend on prevailing reardonditions, the Comparsyliquidity requirements, contract
restrictions and other factors. The amounts inwbivay be material.

Significant terms of the Company’s outstanding defigations could have an effect on the Compsaility
to incur additional debt financing. The Credit Fi&igicontains financial covenants which include tla¢io of debt t
EBITDAR (as defined in the debt agreement), fixbdrge coverage, asset coverage, minimum allowalnisotidate
net worth and maximum allowable capital expendguiihe Credit Facility also places certain spedifimitations ol
secured and unsecured debt. The Comaaytstanding notes discussed above place cepasified limitations o
secured debt and place certain limitations on tleeng@any’s ability to execute salkeaseback transactions. ~
Company has generated significant cash flows frésnoperations during recent years, and had no Wworgs
outstanding under the Credit Facility at any timeimg 2003. Therefore, the Company does not belibe¢ an
existing limitations on its ability to incur additial indebtedness will have a material impact srigfuidity. Notes
and 7 to the Consolidated Financial Statementsagoradditional disclosures related to the Compsrgebt an
financing obligations.

At January 30, 2004 and January 31, 2003, the Coynpad commercial letter of credit facilities taong
$218.0 million and $150.0 million, respectively, ahich $111.7 million and $85.3 million, respectiyewere



outstanding for the funding of imported merchangisechases.

The Company believes that its existing cash baRi($898.3 million at January 30, 2004), cash fldmsn
operations ($518.6 million generated in 2003),@nedit Facility ($277.5 million available at Janu&0, 2004) and i
anticipated ongoing access to the capital marKetgcessary, will provide sufficient financing neeet the Company’
currently foreseeable liquidity and capital reseuneeds.

Cash flows provided by operating activitie€ash flows from operations for 2003 compared02 increase
by $84.5 million. In 2002, the Company paid $16&0lion in settlement of the restatemeawtated class actic
lawsuit, as discussed in Note 7 to the Consolid&m@dncial Statements, which did not recur in 20P3artially
offsetting this cash outflow were 2002 tax benefiitsaling approximately $139.3 million, of which @pximately
$121 million either directly or indirectly relatetd the Companyg financial restatement and subsequent litig
settlement. The timing of these tax benefits wagyaificant component of the reduction of cashwBdrom deferre
($63.0 million) and current ($77.9 million) incontexes in 2003 compared to 2002. An increase inuaccliabilities
resulted in a $44.7 million increase in 2003 cdstv$ compared to 2002 due in part to the accrued fé&nalty an
increased 2003 bonuses described above, increafededl compensation liabilities and increases artain ta
reserves. Contributing to the increase in casWdlprovided by operating activities in 2003 wasimrease in ni
income of $36.1 million driven by the improved ogémg results discussed above (see “Results ofalipas”).

Cash flows from operations for 2002 compared tol12bf@reased by $168.4 million due principally te
increase in net income described above and imprawveehtory productivity. As a result of the imprawent ir
inventory turns to 3.8 times in 2002 from 3.5 tinme2001, the change in inventory in 2002 was af $8llion sourc
of cash as compared against a $118.8 million usmst in 2001. Also affecting cash flows from ogiapactivities
was the restatement-related class action lawsiti¢seent and related tax effects described above.

Cash flows used in investing activitie§he Companyg purchases of property and equipment in 2003 diec
the following: $63.2 million for new, relocated aremodeled stores; $22.0 million for systerakted capital project
and $25.2 million for distribution and transpontatrelated capital expenditures. During 2003, the Camypopene
673 new stores and relocated or remodeled 76 st®ystems-related projects in 2003 included $58amifor point-
of-sale and satellite technology and $3.1 millionteglato debit/credit/EBT technology. Distributiondaimansportatio
expenditures in 2003 include $19.1 million at thedore, Oklahoma and South Boston, Virginia DCsnprily
related to the ongoing expansion of those facdlitie

During 2003, the Company purchased two securedipsamy notes totaling $49.6 million which represéab
issued by a third party entity from which the Compdeases its DC in South Boston, Virginia. SedeNDp to th
Company’s Consolidated Financial Statements.

The Companys purchases of property and equipment in 2002 dreciithe following: $50.9 million for ne'
relocated and remodeled stores; $30.2 million f@teansrelated capital projects; and $21.3 million fortdimution
and transportationelated capital expenditures. The Company open@dnéiv stores and relocated or remodele
stores in 2002. Systemshlated capital projects in 2002 included $15.0liamil for satellite technology and $:
million for point-ofsale cash registers. Expenditures for distributamidl transportation consisted in part of :
million for the purchase of new trailers and $5.0liom related to the installation of a dual soibat system in th
Fulton, Missouri DC.

The Companys purchases of property and equipment in 2001 decluhe following: $55.8 million for ne
relocated and remodeled stores; $31.7 million ystesnsrelated capital projects; and $6.6 million on dlattion anc
transportatiorrelated capital expenditures. The Company opef@dheéw stores and relocated or remodeled 78 :
in 2001. Systemselated capital projects in 2001 included $10.0ianil for satellite technology and $8.3 million
new point-of-sale cash registers.

Capital expenditures during 2004 are projectede@pproximately $300 million. The Company antités
funding its 2004 capital requirements with cashvdrom operations and the Credit Facility, if nexay. Significar
components of the 2004 capital plan include, ireomf anticipated magnitude, leasehold improvemants fixture



and equipment for 695 new stores, which includes&f Dollar General Market stores; the constructibthe
new DC in Union County, South Carolina; expansiand equipment upgrades of the ComparnyCs in Ardmore
Oklahoma and South Boston, Virginia; the rolloutcoblers into approximately 2,850 existing stowas] the cost «
some additional store fixtures related to merchsindiinitiatives. The Company plans to undertdiesée expenditur
in order to improve its infrastructure and provsigport for its continued growth.

Cash flows used in financing activitiesSThe Company paid cash dividends of $46.9 mi)lmm$0.14 per shai
on its outstanding common stock during 2003. Then@any repurchased approximately 1.5 million sharfegs
common stock during 2003 at a total cost of $29illiam, as discussed above. The Company expend&®$tillion
during 2003 to reduce its outstanding capital less financing obligations. These uses of cash wargally offse
by proceeds from the exercise of stock optionsngu#i003 of $49.5 million. The use of cash in 208fects the ne
repayment of $397.1 million in outstanding debt dahd payment of $42.6 million of cash dividendsheTne
repayment of debt was undertaken to strengtheiCtdmpanys financial position and was accomplished by utig
cash flow from operations and existing cash balantbe use of cash in 2001 primarily representedptyment ¢
$42.5 million in dividends.

Critical Accounting Policies and Estimates

Merchandise InventoriesMerchandise inventories are stated at the lowercadt or market with co
determined using the retail last-in, first-out (AQ”) method. Under the retail inventory method I{YR), the
valuation of inventories at cost and the resulgngss margins are calculated by applying a caledlabst-toretail
ratio to the retail value of inventories. The Ridan averaging method that has been widely usé#tkeinetail industr
due to its practicality. Also, it is recognizedathihe use of the RIM will result in valuing invenies at the lower «
cost or market if markdowns are currently takea asduction of the retail value of inventories.

Inherent in the RIM calculation are certain sigrafit management judgments and estimates includmgng
others, initial markups, markdowns, and shrinkagg@ch significantly impact the ending inventory wation at cost ¢
well as resulting gross margins. These significastimates, coupled with the fact that the RIM s averagin
process, can, under certain circumstances, prodisterted cost figures. Factors that can leadistodion in the
calculation of the inventory balance include:

- applying the RIM to a group of products that is fatly uniform in terms of its cost and sellingiqa
relationship and turnover

- applying the RIM to transactions over a periodimiet that include different rates of gross profit¢ls as thos
relating to seasonal merchandise

- inaccurate estimates of inventory shrinkage betwikerdate of the last physical inventory at a storé th
financial statement date

- inaccurate estimates of LIFO reserves

To reduce the potential of such distortions in\hkiation of inventory, the ComparsyRIM currently utilize
10 departments in which fairly homogenous clasdemerchandise inventories having similar gross nmargre
grouped. In the near future, in order to furthredfime its RIM calculation, the Company intends xpand the numb
of departments it utilizes for its gross margincaédtion. The impact of this intended change onGbenpanys future
consolidated financial statements cannot currdnglyestimated. Other factors that reduce potenisabrdion includs
the use of historical experience in estimating shenk provision (see discussion below) and thézation of ar
independent statistician to assist in the LIFO damgpprocess and index formulation. Also, on anaing basis, th
Company reviews and evaluates the salability ofintentory and records adjustments, if necessarygetiect it
inventory at the lower of cost or market.

The Company calculates its shrink provision base@cual physical inventory results during the disgea
and an accrual for estimated shrink occurring syiset to a physical inventory through the end effthcal reportin
period. This accrual is calculated as a percenmégales and is determined by dividing the sumlidi@k-tophysica
inventory adjustments recorded during the previmuslve months by the related sales for the sammgheburing
2003, in an effort to improve this estimate, thenfpany applied store-specific shrink rates to sspeeific sale



generated subsequent to a given sgonghysical inventory. In 2002 and 2001, the Corgpapplied
weightedaverage shrink rate to all Company sales genemibdequent to physical inventories. To the exies
subsequent physical inventories yield differenultissthan this estimated accrual, the Compsurstirink rate for
given reporting period will include the impact afjasting the estimated results to the actual result

During 2003, the Company implemented an iferel perpetual inventory system for financial rdjm
purposes. This new system provides better infoonategarding the type of inventory that the Compamns an
improves the Compang’ability to estimate its shrink provision. Theliaéition of this improved information in t
Company’s RIM calculation resulted in a naeurring inventory adjustment of approximately8illion, whicl
favorably impacted gross margin in the third quaofe2003.

Property and EquipmentProperty and equipment are recorded at cost. Tdrapa@ny groups its assets i
relatively homogeneous classes and provides faredegiion on a straighine basis over the estimated average u
life of each asset class. The valuation and claasibn of these assets and the assignment of ludejfueciable live
involves significant judgments and the use of estas. Property and equipment are reviewed for impai
periodically and whenever events or changes irupistances indicate that the carrying value of @etamay not
recoverable.

Self-Insurance Liability. The Company retains a significant portion of tis& for its workers’compensatiol
employee health insurance, general liability, propdoss and automobile coverage. These costs igrefisant
primarily due to the large employee base and nurobstores. Provisions are made to this insuraratslity on ar
undiscounted basis based on actual claim data atwhates of incurred but not reported claims dgwetb by
independent actuaries utilizing historical claimnigs. If future claim trends deviate from recestdrical patterns, tl
Company may be required to record additional exgera expense reductions which could be materiatht
Company’s future financial results.

Contingent Liabilities — Income TaxesThe Company is subject to routine income tax tsudiich occL
periodically in the normal course of business. Tmenpany estimates its contingent income tax liaddibased on i
assessment of potential income talated exposures and the relative probabilitiehose exposures translating i
actual future liabilities. The probabilities ardiested based on both historical audit experiengdsvarious state at
federal taxing authorities and the Company’s imegdion of current income tax-related trends.hié Companys
income tax contingent liability estimates provel® inaccurate, the resulting adjustments could bheemnal to th
Company’s future financial results.

Effects of Inflation and Changing Prices

The Company believes that inflation and/or deflatiead a minimal impact on its overall operationsirgy
2003, 2002 and 2001.

Accounting Pronouncements

In April 2002, the Financial Accounting StandardsaBl (“FASB”) issued Statement of Financial Accoun
Standards (“SFAS”) No. 145Rescission of FASB Statements No. 4, 44, and 64edment of FASB Statement |
13, and Technical Corrections.” SFAS No. 145 mdsiboth SFAS No. 4,Reporting Gains and Losses fr
Extinguishment of Debt,” and the amendment to SFBS4, SFAS No. 64,Extinguishments of Debt Made to Sat|
Sinking-Fund Requirements.Generally, under SFAS No. 145, gains and lossas filebt extinguishments will |
longer be classified as extraordinary items. Then@any adopted the provisions of SFAS No. 145 orrlaely 1
2003, and the adoption of SFAS No. 145 did not haveaterial effect on the Compasyfinancial statements a
whole.

In July 2002, the FASB issued SFAS No. 14Bccounting for Costs Associated with Exit or Disagl
Activities.” SFAS No. 146 nullifies Emerging Issu@ask Force (“EITF”) Issue No. 94-3,iability Recognition fo
Certain Employee Termination Benefits and Othert€os Exit an Activity (including Certain Costs lmced in
Restructuring)” (“EITF 94-3").SFAS No. 146 requires that a liability for a cossa@ciated with an exit or dispo



activity be recognized when the liability is inced; whereas EITF 93-had recognized the liability at f
commitment date to an exit plan. The Company egsiired to adopt the provisions of SFAS No. 14@dife fo
exit or disposal activities initiated after DecemBa&, 2002. The adoption of SFAS No. 146 did rmteha materi;
impact on the Company’s financial statements ab@ev

In November 2002, the EITF reached a consensusiDh &2-16, ‘Accounting by a Customer (Including
Reseller) for Certain Consideration Received froMeamdor”, which addresses the accounting and income stat
classification for consideration given by a venttba retailer in connection with the sale of thed@’s products ¢
for the promotion of sales of the vendoproducts. The EITF concluded that such consimeratceived from vendc
should be reflected as a decrease in prices paidentory and recognized in cost of sales agd¢haed inventory
sold, unless specific criteria are met qualifyirtte tconsideration for treatment as reimbursemensp#cific
identifiable incremental costs. As clarified bg tBITF in January 2003, this issue was effectiveafoangements wi
vendors initiated on or after January 1, 2003. pitowisions of this consensus have been appliedopotisely and ai
consistent with the Company’s existing accountingjcy. Accordingly, the adoption of EITF 06 did not have
material impact on the Company’s financial statets@s a whole.

FASB Interpretation No. 46, “Consolidation of Vdria Interest Entities” (“FIN 46”)expands upon curre
guidance relating to when a company should incindés financial statements the assets, liabiliaesl activities of
Variable Interest Entity (“VIE”).The consolidation requirements of FIN 46 appliedniediately to VIEs created af
January 31, 2003. In October 2003, the FASB dealdire effective date of FIN 46, and the consol@atiequiremen
for “older” VIEs to the first fiscal year or interim period emgl after December 15, 2003, which applied for
Company at the end of its 2003 fiscal year. Addaiomodifications of FIN 46 may be proposed by FASB, and th
Company will continue to monitor future developnserelated to this interpretation. The Companydsdsur of it
DCs from lessors, which meet the definition of V.IEBvo of these DCs have been recorded as finaraidtigation:
whereby the property and equipment, along withrétated lease obligations, are reflected in theschbigated balanc
sheets. The other two DCs, excluding the equipnieve been recorded as operating leases in acoadath SFA!
No. 98, “Accounting for Leases.”Based upon the guidance included when FIN 46 wagnaily released, tt
Company adopted the provisions of FIN 46 on Aud)s?2003, and the adoption of FIN 46 did not haveaeria
effect on the Company’s financial statements asialev

Forward Looking Statements / Risk Factors

Except for specific historical information, many tife matters discussed in this Form KLGand in th
documents incorporated by reference into this FA®K may express or imply projections of revenue:
expenditures, statements of plans and objectiveduttoire operations, growth or initiatives, statetseof future
economic performance, or statements regarding whebme or impact of pending or threatened litigatibhese, ar
similar statements, are forwalmbking statements concerning matters that invabies, uncertainties and other fac
which may cause the actual performance of the Cagnpradiffer materially from those expressed or liexgh by thes
statements. All forwartboking information should be evaluated in the eahtof these risks, uncertainties and ¢
factors. The words “believe,” “anticipate,” “projgt “plan,” “expect,” “estimate,” “objective,” “foecast,” “goal,”
“intend,” “will likely result,” or “will continue” and similar expressions generally identify forwérdking statement
The Company believes the assumptions underlyingetihi@wardiooking statements are reasonable; however, a
the assumptions could be inaccurate, and theredmteal results may differ materially from thosejpcted in th
forward-looking statements. The factors and ribled may result in actual results differing frontisdorwardiooking
information include, but are not limited to:

The Company’s reputation and financial conditiorulcbbe affected by the SEC investigatioAs previousl:
disclosed in the Compars/periodic reports filed with the SEC, the Compagstated its audited financial statem
for fiscal years 1999 and 1998, and certain unaddihancial information for fiscal year 2000, byams of its Fori
10-K for the fiscal year ended February 2, 200lictvlwvas filed on January 14, 2002.

The SEC has been conducting an investigation imocircumstances giving rise to the restatement ar
January 8, 2004, the Company received notice tlegaSEC staff was considering recommending thaBt€ bring



civil injunctive action against the Company foregiéd violations of the federal securities laws onrectiol
with circumstances relating to the restatemente Company subsequently has reached an agreementdiple witr
the SEC staff to settle the matter. Under the $eoimthe agreement in principle, the Company welhsent, withot
admitting or denying the allegations in a complambe filed by the SEC, to the entry of a permamenl injunction
against future violations of the antifraud, booksl aecords, reporting and internal control provisiof the feder:
securities laws and related SEC rules and will @840 million nondeductible civil penalty. The agmeent with th
SEC staff is subject to final approval by the SE@ ¢he court in which the SE€complaint is filed. The Compa
has accrued $10 million with respect to the penaltys financial statements for the year endedidan30, 2004. T
Company can give no assurances that the SEC ocaime will approve this agreement. If the agreemmenno
approved, the Company could be subject to diffeceradditional penalties, both monetary and nwmetary, whic
could adversely affect the Compasyfinancial statements as a whole. The publicityrainding the SE
investigation and settlement also could affect @menpanys reputation and have an adverse impact on itsdial
statements as a whole.

The Companyg business is modestly seasonal with the highdss scurring during the fourth quart
Adverse events during the fourth quarter couldrdafare, affect the Compa’s financial statements as a wholeThe
Company realizes a larger portion of its net saled net income during the Christmas selling seasoranticipatiol
of the holidays, the Company purchases substaati@unts of seasonal inventory and hires many teany
employees. If for any reason the Companyeét sales during the Christmas selling seasoa tediall below seasor
norms, a seasonal merchandise inventory imbalaoakl gesult. If such an imbalance were to occuaykdown:
might be required to minimize this imbalance. Tampanys profitability and operating results could be adeg
affected by unbudgeted markdowns.

Adverse weather conditions or other disruptionpeemlly during the peak Christmas season but atisiihe
times, could also adversely affect the Compamgt sales and could make it more difficult far @ompany to obta
sufficient quantities of merchandise from its suigsl.

Competition in the retail industry could limit tl@mpanys growth opportunities and reduce its profitabt
The Company competes in the discount retail memtisa business, which is highly competitive. Téosnpetitive
environment subjects the Company to the risk ofuced profitability resulting from reduced margirequired t
maintain the Compang’ competitive position. The Company competes witount stores and with many ot
retailers, including mass merchandise, groceryg,doonvenience, variety and other specialty stoi®sme of th
nation’s largest retail companies operate storesargas where the Company operates. The Compadiyéc
competitors in the dollar store retail categoryude Family Dollar, Dollar Tree, Fresl’and various local, independ
operators. Competitors from other retail categomelude CVS, Rite Aid, Walgreens, Eckerd, Wt and Kmar
The discount retail merchandise business is subjeexcess capacity and some of the Commangmpetitors a
much larger and have substantially greater ressuhan the Company. The competition for custorhassintensifie
in recent years as larger competitors, such asMéal; have moved into the Compasyjeographic markets. T
Company remains vulnerable to the marketing powelr lagh level of consumer recognition of these magtiona
discount chains, and to the risk that these chairghers could venture into the “dollar stonedustry in a significat
way. Generally, the Company expects an increasenpetition.

The Company financial performance is sensitive to changeeviarall economic conditions that may img
consumer spending A general slowdown in the United States econanay adversely affect the spending of
Companys consumers, which would likely result in lower sales than expected on a quarterly or annual.
Future economic conditions affecting disposablesamer income, such as employment levels, busitwsditions
fuel and energy costs, interest rates, and tas,ratmuld also adversely affect the Companyusiness by reduci
consumer spending or causing consumers to shiftshending to other products.

Existing military efforts and the possibility of wacts of terrorism and rising fuel costs couldratsely impac
the Company.Existing U.S. military efforts, as well as the atwement of the United States in a war in the Mg
East or elsewhere, or a significant act of terrorien U.S. soil or elsewhere, could have an advienpact on th
Company by, among other things, disrupting itsnmfation or distribution systems, causing dramataeases in fu



prices thereby increasing the costs of doing bgsiner impeding the flow of imports or domesticcqurcts tc
the Company.

The Company business is dependent on its ability to obtairaetive pricing and other terms from its venc
and to timely receive inventoryThe Company believes that it has generally getations with its vendors and the
is generally able to obtain attractive pricing astter terms from vendors. If the Company failsrtaintain goo
relations with its vendors, it may not be able lbbain attractive pricing with the consequence ifsahet sales or pro
margins would be reduced. The Company may alse dhi€iculty in obtaining needed inventory from xendor:
because of interruptions in production or for otte&sons, which would adversely affect the Compahysiness.

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

The Company is subject to interest rate riskhe Company is subject to market risk from exjpego change
in interest rates based on its financing, inveséing cash management activities. The Company ril&@euts Credi
Facility to fund working capital requirements, whiécs comprised of variable rate debt. Sdégudantitative an
Quialitative Disclosures About Market Risk.”

The Company is dependent upon the smooth funagiaiiits distribution network and upon the capaatyts
DCs. The Company relies upon the ability to replerdsbleted inventory through deliveries to its D€&srf vendors
and from the DCs to its stores by various meangawfsportation, including shipments by air, sea #adk on th
roads and highways of the United States. The &drivours of servicetegulations adopted by the Federal M
Carriers Safety Administration, which became effectlanuary 4, 2004, could negatively impact transgion cost:
In addition, longterm disruptions to the national and internatiamahsportation infrastructure that lead to delay
interruptions of service would adversely affect tbempanys business. Similarly, delays in or interruptionsor
caused by the expansion of DCs or the conversiom3C0s to dual sortation would adversely affect @@mpanys
business. Moreover, to facilitate its expectedaging the Company will need additional DCs in thenoog years. |
the Company were unable to locate sites for the D€s or were unable to achieve functionality of iesv DCs in th
time frame expected, the Company’s ability to achithe expected growth could be inhibited.

Construction and expansion projects relating toGbenpanys DCs entail risks which could cause delays
cost overruns, such as: shortages of materialstagfes of skilled labor or work stoppages; unfoeeseonstructio
scheduling, engineering, environmental or geoldgicablems; weather interference; fires or othesuedty losses; al
unanticipated cost increases. The completion datesanticipated costs of these projects couldedgignificantly
from initial expectations for constructioetated or other reasons. The Company cannot giggrshat any project w
be completed on time or within established budgets.

The Company success depends to a significant extent upoalttiges of its senior management team anc
performance of its employe€The loss of services of key members of the Comgasghior management team o
certain other key employees could negatively impghet Companys business. In addition, future performance
depend upon the Compasyability to attract, retain and motivate qualifieahployees to keep pace with its expan
schedule. The inability to do so may limit the Camyp's ability to effectively penetrate new market argsso, the
Company experienced several senior management eéham@003. Significant difficulties in transitiog under ne\
management could negatively impact the Companysgiless.

If the Company cannot open new stores on schetsigrowth will be impeded. Delays in store openin
could adversely affect the Compasyuture operations by slowing new store growthjcwhmay in turn reduce |



revenue growth. The Compasyability to timely open new stores and to expamd idditional states w
depend in part on the following factors: the auallty of attractive store locations; the ability hegotiate favorab
lease terms; the ability to hire and train new pengl, especially store managers; the ability ®nidy custome
demand in different geographic areas; general enan@onditions; and the availability of sufficiefiinds fol
expansion. Many of these factors are beyond thepgaogis control.

The inability to execute operating initiatives abuinpact the Company’s operating resulifie Company
undertaking a significant number of operating atities in 2004 that have the potential to be disvapn the shol
term if they are not implemented effectively. feetive implementation or execution of some orélihese initiative
could negatively impact the Company’s operatingiitss

Rising insurance costs could negatively impactitability . The costs of insurance (workersimpensatio
insurance, general liability insurance, health rasge, property insurance and directors’ and aféicéiability
insurance) have risen in recent years. If sucheas®s continue, they could have a negative impatieo Company
profitability.

Readers are cautioned not to place undue relianceforward{ooking statements made herein, since
statements speak only as of the date of this F@u. 1Except as may be required by law, the Compawledakes n
obligation to publicly update or revise any forwdmbking statements contained herein to reflect tvem
circumstances occurring after the date of this mo to reflect the occurrence of unanticipatesptis. Readers a
advised, however, to consult any further disclosule Company may make on related subjects irottardents file
with or furnished to the SEC or in its other puldisclosures.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Financial Risk Management

The Company is exposed to market risk primarilynfradverse changes in interest rates. To minimizé
risk, the Company may periodically use financiastioments, including derivatives. As a matter ofiqy, the
Company does not buy or sell financial instrumdotsspeculative or trading purposes and all finahaistrumer
transactions must be authorized and executed mirsaaBoard of Directors approval. All financiatstrumer
positions taken by the Company are used to redskdy hedging an underlying economic exposurecaise of hig
correlation between the financial instrument areluhderlying exposure being hedged, fluctuatiorthénvalue of th
financial instruments are generally offset by remgal changes in the value of the underlying ecao@xposure. Tr
financial instruments used by the Company aregitiorward instruments with liquid markets.

The Company has cash flow exposure relating toalbeiinterest rates associated with its revolving bf
credit, and may periodically seek to manage tlsis tiirough the use of interest rate derivativeke primary intere
rate exposure on variable rate obligations is baseithe London Interbank Offered Rate (“LIBOR”).

At January 30, 2004 and January 31, 2003, theviauwe of the Compang’ debt, excluding capital le¢
obligations, was estimated at approximately $266ilion (net of the fair value of a note receivalde the Sout
Boston, Virginia DC of $48.9 million, as furthersdussed in Note 7 to the Consolidated FinanciakB8tants) an
$287.0 million, respectively, based on the estiohatearket value of the debt at those dates. Suchvédue wa
greater than the carrying value of the debt at dgnB80, 2004 by approximately $21.7 million andslésan th
carrying value of the debt at January 31, 2003 dproximately $7.4 million.

At February 1, 2002, the Company was party to serést rate swap agreement with a notional amaoufit @C
million. The Company designated this agreemerd hedge of its floating rate commitments relatiogtportion c
certain synthetic lease agreements that existeédaattime. Under the terms of the agreement, tbe@any paid
fixed rate of 5.60% and received a floating ratdB@QR) on the $100 million notional amount througbp&mber :
2002. The fair value of the interest rate swaagrent was $(2.6) million at February 1, 2002. Ghenterparty t
the Companys interest rate swap agreement was a major finams#tution. The interest rate swap agreer
expired on September 1, 2002. As of January 304,20@ Company was not party to any interest ratevatives.



In 2002 and 2001, as required by SFAS No. 133Cimpany recorded the fair value of the interes sata|
in the balance sheet, with the offsetting, effexportion of the change in fair value recorded thed comprehensi
loss, a separate component of Sharehold=gsity in the Consolidated Financial StatementsnoAnts recorded
Other comprehensive loss were reclassified intmiegs, as an adjustment to interest expense, irsdhge perio
during which the hedged synthetic lease agreenadfgisted earnings.

Based upon the CompasyVvariable rate borrowing levels, a 1% adverse glan interest rates would h¢
resulted in a préax reduction of earnings and cash flows of appnaxely $1.7 million, including the effects
interest rate swaps, in 2002. In 2003, the Comgeaat no outstanding variable rate borrowings. Bageon th
Companys outstanding indebtedness at January 30, 200dandary 31, 2003, a 1% reduction in interest natasdd
have resulted in an increase in the fair valudhef@ompanys fixed rate debt of approximately $14.8 milliordBi7.¢
million, respectively.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands except per share amounts)

January 30, 2004 January 31, 2003

ASSETS
Current asset:
Cash and cash equivalel $ 398,278 $ 121,318
Merchandise inventorie 1,157,141 1,123,031
Deferred income taxe 30,413 33,860
Other current asse 66,383 45,699
Total current asse 1,652,21F 1,323,90¢
Net property and equipme 989,224 993,822
Other assets, n 11,270 15,423
Total asset $ 2,652,70¢ $ 2,333,15¢
LIABILITIES AND SHAREHOLDERS’
EQUITY
Current liabilities:
Current portion of lon-term obligations $ 16,670 $ 16,209
Accounts payabl 383,791 341,303
Accrued expenses and ott 297,616 239,898
Income taxes payab 45,725 67,091
Total current liabilities 743,802 664,501
Long-term obligations 265,337 330,337
Deferred income taxe 66,650 50,247

Commitments and contingenci
Shareholdel equity:
Series B junior participating preferred stock,
stated value $0.50 per share; Shares
authorized: 10,000,000; Issued: Nc - -
Common stock, par value $0.50 per share;
Shares authorized: 500,000,000; Issued:

2002-336,190,000; 20(-333,340,00( 168,09% 166,67C
Additional paic-in capital 376,93C 313,269
Retained earninc 1,037,40¢ 812,220
Accumulated other comprehensive | (1,161) (1,349)
1,581,27: 1,290,81C

Less common stock purchased by emplc



deferred compensation trust; Shares: 2003-

151,000; 200-140,00C 2,739 2,742
Less unearned compensation related to
outstanding restricted sto 1,614 -
Total shareholde’ equity 1,576,92( 1,288,06¢
Total liabilities and sharehold¢ equity $ 2,652,70¢ $ 2,333,15°

The accompanying notes are an integral part ofcivesolidated financial statements.

CONSOLIDATED STATEMENTS OF INCOME
(Dollars in thousands except per share amounts)

For the years ended

January 30, 2004 January 31, 2003 February 1, 2002
% of % of % of
Net Net Net
Amount Sales Amount Sales Amount Sales
Net sales $6,871,992 100.00% $6,100,404 100.00%  $5,322,89¢ 100.00%
Cost of goods sol 4,853,86: 70.63 4,376,13¢ 71.74 3,813,48¢ 71.64
Gross profit -
Selling, general and 2,018,12¢ 29.37 1,724,26¢€ 28.26 1,509,412 28.36
administrative 1,496,86¢ 21.78 1,296,542 21.25 1,135,801 21.34
Penalty and litigation
settlement procee( 10,000 0.15 (29,541) (0.48) - -
Operating profi 511,263 7.44 457,265 7.50 373,611 7.02
Interest expense, n 31,503 0.46 42,639 0.70 45,789 0.86
Income before taxes
on income 479,760 6.98 414,626 6.80 327,822 6.16
Provisions for taxes
on income 178,760 2.60 149,68C 2.45 120,309 2.26
Net income $ 301,000 438% $ 264,946 434% $ 207,513 3.90%

Diluted earnings per

share $ 0.89 $ 0.79 $ 0.62
Weighted average

diluted shares

(000s) 337,636 335,050 335,017
Basic earnings per

share $ 090 $ 080 $ 063
Weighted average

basic shares (000 334,697 333,055 332,263

The accompanying notes are an integral part ofcivesolidated financial statements.



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

For the years ended January 30, 2004, January 310@3, and February 1, 2002
(Dollars in thousands except per share amounts)

Accumulated

Additional Other Common
Common Paid-in Retained Comprehensive  Stock Held Unearned
Stock Capital Earnings Loss in Trust Compensation Total
Balances, February 2, 2001 $ 165,646 $283,925% 414,318 $ - $(2,126) $ - $ 861,763
Comprehensive income:
Net income - - 207,513 - - - 207,513
Cumulative effect of SFAS
No. 133 - - - (2,044) - - (2,044)
Net change in fair value of
derivatives - - - (2,285) - - (2,285)
Reclassification of net loss on
derivatives - - - 1,101 - - 1,101
Comprehensive income 204,285
Cash dividends, $0.13 per
common share - - (42,566) - (42,566)
Issuance of common stock under
stock incentive plans
(1,395,000 shares) 697 11,571 - - 12,268
Tax benefit from exercise of
options - 5,819 - - - - 5,819
Purchase of common stock by
employee deferred
compensation trust, net
(19,000 shares) - - - (269) (269)
Issuance of restricted stock
(32,000 shares) 16 533 - - (549) -
Amortization of restricted stock - - - - 811 418
Balances, February 1, 2002 $166,359  $301,848 $ 579,265 $ (3,228) $(2,395) $ (131) $1,041,718
Comprehensive income:
- 264,946 - 264,946

Net income -



Net change in fair value of

derivatives - - - 277 - - 277
Reclassification of net loss on
derivatives - - - 1,602 - - 1,602
Comprehensive income 266,825
Cash dividends, $0.13 per
common share, net of accruals - - (31,991) - - (31,991)
Issuance of common stock under
stock incentive plans
(710,000 shares) 355 4,666 - - - - 5,021
Tax benefit from exercise of
options - 2,372 - - - - 2,372
Purchase of common stock by
employee deferred
compensation trust, net
(27,000 shares) - (98) - - (347) - (445)
Amortization of restricted stock - - - - - n3 131
Contribution of capital (see Note
11) - 6,031 - - - - 6,031
Other equity transactions (44) (1,550) - - - - (1,594)
Balances, January 31, 2003 $166,670 $313,269% 812,22 $ (1,349 $(2,742) $ - $1,088
Comprehensive income:
Net income - - 301,000 - - - 301,000
Reclassification of net loss on
derivatives - - - 188 - - 188
Comprehensive income 301,188
Cash dividends, $0.14 per
common share - - (46,883) - - - (46,883)
Issuance of common stock under
stock incentive plans
(4,240,000 shares) 2,120 47,365 - - - gn.4
Tax benefit from exercise of
options - 14,565 - - - - 14,565
Repurchase of common stock
(1,519,000 shares) (759) - (28,928) - - 9,687)
Purchase of common stock by
employee deferred
compensation trust, net
(11,000 shares) - (157) - - 3 - (154)
Issuance of restricted stock
(129,000 shares) 64 1,904 - - (1,968) -
Amortization of restricted stock - - - - - 85 354
Other equity transactions - (16) - - - 6)1
Balances, January 30, 2004 $168,095 $376,930 $1,037,409 $ (1,161) $(2,739) $ (1,614) $1,576,920

The accompanying notes are an integral part ofcivesolidated financial statements.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands
For the years ended

January 30, January 31, February 1,
2004 2003 2002
Cash flows from operating activitie
Net income $ 301,00C $ 264,946 $ 207,513
Adjustments to reconcile net income to
cash provided by operating activitit
Depreciation and amortizatic 152,399 134,959 122,967
Deferred income taxe 19,850 82,867 7,743
Tax benefit from stock option exercis 14,565 2,372 5,819
Litigation settlemen - (162,000) -
Change in operating ass:
and liabilities:
Merchandise inventorie (34,110) 7,992 (118,788)



Other current asse (20,684) 12,566 (13,540)
Accounts payabl 42.488 18,840 25,201
Accrued expenses and otl 59,344 14,610 25,907
Income taxe: (21,464) 56,458 (5,907)
Other 5,166 430 8,713
Net cash provided by operating activit 518,554 434,040 265,628
Cash flows from investing activitie
Purchase of property and equipm (149,362) (134,315) (125,365)
Purchase of promissory not
(see Note 7 (49,582) - -
Proceeds from sale of property ¢
equipmen 269 481 1,293
Net cash used in investing activiti (198,675) (133,834) (124,072)
Cash flows from financing activitie
Repayments of lor-term obligations (15,907) (397,094) (11,823)
Payment of cash dividen: (46,883) (42,638) (42,517)
Proceeds from exercise of stock optis 49,485 5,021 12,268
Repurchase of common stock, (29,687) - -
Other financing activitie 73 (5,702) (269)
Net cash used in financing activiti (42,919) (440,413) (42,341)
Net increase (decrease) in cash and
equivalents 276,96C (140,207) 99,215
Cash and cash equivalents, beginnin
year 121,318 261,525 162,31C
Cash and cash equivalents, end of » $ 398,278 $ 121,318 $ 261,525
Supplemental cash flow informatic
Cash paid during year fc
Interest $ 28,682 $ 41,605 $ 50,297
Income taxe: $ 165,248 $ 1,834 $ 110,944
Supplemental schedule of nonc:
investing and financing activitie
Purchase of property and equipment ur
capital lease obligatior $ 996 $ 8,453 $ 17,169

The accompanying notes are an integral part ofcivesolidated financial statements.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of presentation and accounting policies

Basis of presentation

These notes contain references to the years 2008, 2002 and 2001, which represent fiscal yeatdngrol
ended January 28, 2005, January 30, 2004, Jan@a®083 and February 1, 2002, respectively, easthath will be
or was a 52-week accounting period. The Compafigcal year ends on the Friday closest to Jan@aryThe
consolidated financial statements include all slibsies of the Company, except for its not-foofit subsidiary whos
assets and revenues are not material. Intercontpamgactions have been eliminated.

Business description

The Company sells general merchandise on a redsi$ through 6,700 stores (as of January 30, 2004)e(
predominantly in small towns in the southern, aastend midwestern United States. The Company rsisbditior
centers (“DCs”)n Scottsville, Kentucky; Ardmore, Oklahoma; So&@bston, Virginia; Indianola, Mississippi; Fultc
Missouri; Alachua, Florida and Zanesville, Ohio.

The Company purchases its merchandise from a waleety of suppliers. Approximately 11% of
Companys purchases in 2003 were made from Procter and @amo other supplier accounted for more than 4
the Company’s purchases in 2003.



Restatement

On April 30, 2001, the Company announced that @ bhacome aware of certain accounting issues thatd
cause it to restate its audited financial statemémtfiscal years 1999 and 1998, and to restaautfaudited financi
information for fiscal year 2000 that had been presly released by the Company. The Company sulesely
restated such financial statements and financiairmmation by means of its Form ¥0-or the fiscal year end
February 2, 2001, which was filed on January 1822(0See Notes 5 and 7).

Cash and cash equivalents

Cash and cash equivalents include highly liquidestments with original maturities of three monthdes:
when purchased.

Cash management

The Companys cash management system provides for daily inverdtiof available balances and the fun
of outstanding checks when presented for paym@ntstanding but unpresented checks totaling apprabely $105.
million and $91.3 million at January 30, 2004 arahuary 31, 2003, respectively, have been includedcicount:
payable in the consolidated balance sheets. Upeseptation for payment, they will be funded thitoagailable cas
balances or the Company’s existing credit facility.

Merchandise inventories

Inventories are stated at the lower of cost or efarith cost determined using the retail last-instfout
(“LIFO”) method. The excess of current cost over LIFO cast approximately $6.5 million at January 30, 2004
$5.9 million at January 31, 2003. Current costatetmined using the retail first-in, firstit method. LIFO reserv
increased $0.7 million in 2003 and decreased $8lfomand $3.5 million in 2002 and 2001, respeetiw Cost
directly associated with warehousing and distrithuthre capitalized into inventory.

Pre-opening costs
Pre-opening costs for new stores are expensedaseq.
Property and equipment

Property and equipment are recorded at cost. Tdmp@ny provides for depreciation and amortizatione
straight-line basis over the following estimatedfutlives:

Land improvements 20
Buildings 39-40
Store leasehold improvements 8
Furniture, fixtures and equipment 3-10

Impairment of long-lived assets

When indicators of impairment are present, the Comgpevaluates the carrying value of ldhgd asset:
other than goodwill, in relation to the operatingrformance and future undiscounted cash flows erappraise
values of the underlying assets. The Company tdjine net book value of the underlying assetdaf sum ¢
expected future cash flows or the appraised vauess than the book value. Assets to be dispofsack adjusted
the fair value less the cost to sell if less thhe book value. The Company recorded impairmentgesao
approximately $0.6 million and $1.1 million in 20@%d 2001, respectively, to reduce the carryingievadf the
Homerville, Georgia DC (which was closed in fis@8l00). The Company also recorded an impairmentgeha
approximately $0.2 million in 2003 to reduce thergimg value of 14 of its stores based upon negatales trends a
cash flows at these locations. These charges eeed in Selling, general and administrative (“S&&expense.



Investments in securities

The Company accounts for investments in debt andyesgecurities in accordance with Statement ofRaia
Accounting Standards (“SFAS”) No. 115, “Accountifog Certain Investments in Debt and Equity Secesiti

Other assets

Other assets consist primarily of debt issuancesamkich are amortized over the life of the relavbtigations
utility and security deposits, life insurance pagand goodwill.

Vendor rebates

The Company records vendor rebates, primarily stingi of new store allowances and volume purc
rebates, when realized. The rebates are recogladeduction to inventory purchases, at cost, whas the effect
reducing cost of goods sold, as prescribed by Emgigsues Task Force (“EITF”) Issue No. 02-18¢€ounting by
Customer (including a Reseller) for Certain Consatlen Received from a Vendor” (“EITF 02-16").

Operating leases

Contingent rentals The Company recognizes contingent rental exp&rsmn the achievement of specii
sales targets are considered probable, in accaedaitic EITF Issue No. 98-9, “Accounting for Conterg Rent.”The
amount expensed but not paid as of January 30, 26@4January 31, 2003 was approximately $8.9 milind $9.
million, respectively, and is included in Accruexbenses and other in the consolidated balancessHi{&ste Notes
and 7).

Deferred rent The Company records rental expense on a strhmghbasis over the base, noancelable lea:
term. Any difference between the calculated expesasd the amounts actually paid are reflected habdity in
Accrued expenses and other in the consolidatedhbalsheets and totaled approximately $8.4 milliwh $6.7 millior
at January 30, 2004 and January 31, 2003, respBctiv

Insurance claims provisions

The Company retains a significant portion of rigk fts workers' compensation, employee health, igd
liability, property and automobile claim exposuresccordingly, provisions are made for the Compamgtimates
such risks. Actuaries are utilized to determine timdiscounted future claim costs for the workeosshpensatiol
general liability, and health claim risks. To thetent that subsequent claim costs vary from tlessenates, futu
results of operations will be affected. The Gred@emberland Insurance Company (“GCIC”), a Vermbase:
wholly-owned captive insurance subsidiary of the Compahgrges the operating subsidiary companies premia
insure the retained workers' compensation andpnoperty general liability exposures. GCIC curhgmtsures n
unrelated third-party risk.

Fair value of financial instruments

The carrying amounts reflected in the consoliddtalhnce sheets for cash, cash equivalents, redesvahi
payables approximate their respective fair valuds.January 30, 2004 and January 31, 2003, thevidire of th
Companys debt, excluding capital lease obligations, wag@pmately $265.4 million (net of the fair valué a note
receivable on the South Boston, Virginia DC of $4&illion, as discussed in Note 7) and $287.0 onillirespectivel
based upon the estimated market value of the debbse dates. Such fair value exceeds the cgriatue of the de
at January 30, 2004 by approximately $21.7 milkml is less than the carrying value of the deBaatary 31, 20(
by approximately $7.4 million. Fair values are dmaprimarily on quoted prices for those or simifestruments.
discussion of the carrying value and fair valuetred Companys derivative financial instruments is included I
section entitled “Derivative financial instruments&low.

Derivative financial instruments



The Company accounts for derivative financial imstents in accordance with the provisions of SFAS 183
“Accounting for Derivative Instruments and HedgiAgtivities”, as amended by SFAS Nos. 137, 138 and 14!
interpreted by numerous Financial Accounting StamglaBoard (“FASB”)Issues. These statements require
Company to recognize all derivative instrumentsttoa balance sheet at fair value, and contain a¢tcwurules fo
hedging instruments, which depend on the natuteeohedge relationship.

The Company has historically used derivative fimaniostruments primarily to reduce its exposuratlvers
fluctuations in interest rates and, to a much lesgtent, other market exposures.

As a matter of policy, the Company does not buyselt financial instruments, including derivativdey
speculative or trading purposes and all finanaiatrument transactions must be authorized and &e@qursuant |
the approval of the Board of Directors. All finaalkcinstrument positions taken by the Company aeel tis reduce ri¢
by hedging an underlying economic exposure andstitetured as straightforward instruments with itigmarkets
The Company primarily executes derivative transastiwith major financial institutions.

For a portion of fiscal year 2002, the Company wagy to an interest rate swap agreement with smal
amount of $100 million. The Company designated #gieement as a hedge of the floating rate commisrelating
to a portion of certain synthetic lease agreem#émds existed at that time. Under the terms of dgeeement, tt
Company paid a fixed rate of 5.60% and receivddatihg rate (LIBOR) on the $100 million notionahaunt throug
September 1, 2002. This interest rate swap matar&eptember 2002, and, as of January 30, 2004 dngpany ha
no outstanding derivative financial instruments.iloutstanding, this derivative was 100% effeciiwvénedging th
floating rate commitments relating to the undedyexposure being hedged. Accordingly, no hedgdangvenes
was recognized by the Company relating to this megdgelationship.

The following table summarizes activity in Otherngmrehensive loss during 2003 related to deriv
transactions used by the Company in prior periodsetge cash flow exposures relating to certait tlabsactions (i
thousands):

Before-Tax After-Tax
Amount Income Tax Amount
Accumulated net losses as of January 31, 2003 2,$33) $ 784 $(1,349)
Net losses reclassified from Other comprehensive
loss into earnings 308 (120) 188
Accumulated net losses as of January 30, 2004 $ (1,825) $ 664 $(1,161)

The balance remaining in Other comprehensive loés3aauary 30, 2004 relates solely to deferred &
realized in June 2000 on the settlement of anasterate derivative that was designated and effects a cash flo
hedge of the Comparny’forecasted issuance of its $200 million of fixate notes in June 2000 (see Note 5).
amount will be reclassified into earnings as arustiijent to the effective interest expense on tkedfirate note
through their maturity date in June 2010. The Camgpastimates that it will reclassify into earningigring the ne»
twelve months approximately $0.2 million of the m@bount recorded in Other comprehensive loss damfary 3(
2004.

Stock-based compensation

The Company has a sharehold@proved stock incentive plan under which stockomst restricted stoc
restricted stock units and other equiysed awards may be granted to officers, dire@ndskey employees. Stc
options currently are granted under this plan atntiarket price on the grant date and generallyre¢mbly over a four-
year period, with certain exceptions as furthecdbed in Note 9. All stock options granted undes plan have a ten-
year life. The terms of this stock incentive plemit the total number of shares of restricted ktaad restricted sto
units eligible for issuance thereunder to a maxinuird million shares. Options granted prior to 20€her pursua
to this plan or pursuant to other shareholggproved stock incentive plans from which the Comypao longer gran
awards, are subject to time-based vesting or a m@tibn of Company performance-based and thased vestin



and have a tegear life. In addition, prior to June 2003, tharplprovided for automatic annual stock op
grants to non-employee directors pursuant to adiseretionary formula. Those stock options vest gear after tr
grant date and have a ten-year life.

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

(Amounts in thousands except per share ¢ 2003 2002 2001
Net income- as reportet $ 301,000 $ 264,946 $ 207,513
Less pro forma effect of stock option gra 7,867 15,217 11,461
Net income= pro forma $ 293,133 $ 249,729 $ 196,052
Earnings per sha+ as reporte:

Basic $ 0.9 $ 0.80 $ 0.63

Diluted $ 0.89 $ 0.79 $ 0.62
Earnings per sha+ pro forma

Basic $ 0588 $ 075 $ 059

Diluted $ 087 $ 0.75 $ 0.59

Prior to 2002, the Company permitted employees®alares acquired through the exercise of staobngptc
satisfy taxwithholding requirements in excess of minimum emgplostatutory withholding rates. The Comp
recognized compensation expense for such stockropiercises and grants in accordance with thegoms of EITF
87-6, “Adjustments Relating to Stock Compensatian®,” and FASB Interpretation No. 44Ac¢counting for Certai
Transactions Involving Stock Compensation — An rimtetation of APB 25,"as applicable. In December 2001,
Company modified its personnel policies to elimintite employee excess tax-withholding option.

During 2001, the Company modified its stock incemtplans to extend the exercise period for outstay



stock option grants from one to three years foatest of deceased employees, to the extent thasttloé
options were fully vested at the date of death.wekcer, this modification did not extend the tgar maximur
contractual exercise term following the date ofnggraln accordance with the provisions of APB NB, &s interprete
this modification has resulted in the recordingcompensation expense, using the intringttie based method
accounting, only for those vested stock optionsl il estates of employees which would benefit ftbm extende
exercise period. On the modification date, the Gamny could not estimate whether and to what extstdtes ¢
deceased employees would benefit from this modifinaand, accordingly, no compensation expense reesrde:
during 2001. However, in subsequent periods, tlmn@any has recognized and will continue to reca
compensation expense for those estates of deceagddyees that benefit from the extended exeraseg, and it i
possible that such compensation expense could ialbteaffect future consolidated financial statertgenTota
compensation expense relating to the Companidck option plans was less than $0.1 millio2003 and 2002 ai
approximately $0.1 million in 2001.

As allowed by the stock incentive plans, the Conypaas historically extended the exercise perioc
outstanding stock option grants to three years fitoendate of cessation of employment with the Camgdar forme
employees who meet certain “early retiremesriteria which may include their age and yearsesfige, to the exte
that their stock options were fully vested at tlagedtheir employment ended. However, this prades not exter
the ten-year maximum contractual exercise ternov¥atig the date of grant.

The Company may periodically award restricted stogking a fixed number of shares at a purchase pinia
is set by the Compensation Committee of the ComigalBgard of Directors, which purchase price maydieas zerc
to executive officers, directors and key employe@saddition, the stock incentive plan was ameneléekctive June :
2003 to provide for the automatic annual grant @09 restricted stock units to each remployee director (6,0l
restricted stock units to any ne@mployee director serving as Chairman) in lieuhaf &utomatic annual stock opt
grants discussed previously, to become effectivengl2004. These units generally vest one year #dfte grant dat
but no payout (in either cash or shares of comnback} shall be made until the director has ceasdzeta member
the Board of Directors.

The Company accounts for restricted stock grantscoordance with APB No. 25 and related interpi@ta
Under APB No. 25, the Company calculates compensaixpense as the difference between the marke pf the
underlying stock on the date of grant and the paselprice, if any, and recognizes such amountstraghtline basi:
over the period in which the restricted stock awardarned by the recipient. The Company recognimenpensatic
expense relating to its restricted stock awardappiroximately $0.4 million, $0.1 million, and $Qillion, in 2003
2002, and 2001, respectively. (See Note 9).

Revenue and gain recognition

The Company recognizes sales at the time the sateade to the customer. The Company records
contingencies when realized.

Advertising costs

Advertising costs are expensed as incurred and $&emillion, $7.1 million, and $6.6 million in 2@, 2002
and 2001, respectively. These costs primarilytedl#o targeted circulars supporting new storesirustiore signage.

Interest during construction

To assure that interest costs properly reflect ahigt portion relating to current operations, iagtror
borrowed funds during the construction of propeatyd equipment is capitalized. Interest costs akp#d wer
approximately $0.2 million, $0.1 million and $1.3llion in 2003, 2002 and 2001, respectively.

Income taxes

The Company reports income taxes in accordanceS##&S No. 109, “Accounting for Income TaxedJhdel



SFAS No. 109, the asset and liability method isduee computing future income tax consequences/ehts
which have been recognized in the Compangdnsolidated financial statements or income &urns. Deferre
income tax expense or benefit is the net changmgluhe year in the Comparsydeferred income tax assets
liabilities.

Management estimates

The preparation of financial statements and relatesdlosures in conformity with accounting prineis
generally accepted in the United States requiresagement to make estimates and assumptions thext affe
reported amounts of assets and liabilities andlaiisce of contingent assets and liabilities at tae of th
consolidated financial statements and the repaatadunts of revenues and expenses during the negqugriods
Actual results could differ from those estimates.

Accounting pronouncements

In April 2002, the FASB issued SFAS No. 14Rescission of FASB Statements No. 4, 44, anc
Amendment of FASB Statement No. 13, and Technigairéctions.” SFAS No. 145 rescinds both SFAS No
“Reporting Gains and Losses from ExtinguishmentDebt,” and the amendment to SFAS No. 4, SFAS No
“Extinguishments of Debt Made to Satisfy SinkingaREuRequirements.’Generally, under SFAS No. 145, gains
losses from debt extinguishments will no longer diessified as extraordinary items. The Company tetbphe
provisions of SFAS No. 145 on February 1, 2003 @nadadoption of SFAS No. 145 did not have a mdteffact or
the Company’s financial statements as a whole.

In July 2002, the FASB issued SFAS No. 14Bccounting for Costs Associated with Exit or Disal
Activities.” SFAS No. 146 nullifies EITF Issue N84-3, ‘Liability Recognition for Certain Employee Termiicad
Benefits and Other Costs to Exit an Activity (ingdilig Certain Costs Incurred in a RestructuringEITF 94-3%).
SFAS No. 146 requires that a liability for a cossa@ciated with an exit or disposal activity be graped when tr
liability is incurred, whereas EITF 93-had recognized the liability at the commitmentede an exit plan. Tl
Company was required to adopt the provisions of SWb. 146 effective for exit or disposal activitiegiated afte
December 31, 2002. The adoption of SFAS No. 14bmdit have a material impact on the Companynancia
statements as a whole.

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

FASB Interpretation No. 46, “Consolidation of Vdria Interest Entities” (“FIN 46”)expands upon curre
guidance relating to when a company should inciadés financial statements the assets, liabiliaes activities of
Variable Interest Entity (“VIE”).The consolidation requirements of FIN 46 appliednigdiately to VIEs created af
January 31, 2003. In October 2003, the FASB daldire effective date of FIN 46, and the consol@atiequiremen
for “older” VIEs to the first fiscal year or interim period emgl after December 15, 2003, which applied for
Company at the end of its 2003 fiscal year. Addaiomodifications of FIN 46 may be proposed by HASB, and th
Company will continue to monitor future developnserelated to this interpretation. The Companydsdsur of it
distribution centers (“DCs"rom lessors, which meet the definition of VIEswd of these DCs have been recorde
financing obligations whereby the property and pment, along with the related lease obligations,raflected in th
consolidated balance sheets. The other two DQdudixg the equipment, have been recorded as opgraases i
accordance with SFAS No. 98, “Accounting for LeaseBased upon the guidance included when FIN 46
originally released, the Company adopted the pravssof FIN 46 on August 2, 2003 and the adoptibRIdl 46 dic



not have a material effect on the Company’s finansiatements as a whole.

Reclassifications

Certain reclassifications of the 2001 and 2002 artwhave been made to conform to the 2003 presamtat

2. Property and equipment

Property and equipment is recorded at cost and suiped as follows:

(In thousands 2003 2002
Land and land improvements $ 145,605 $ 145,508
Buildings 333,765 333,764
Leasehold improvemen 170,895 157,014
Furniture, fixtures and equipme 1,039,94¢ 940,323
Construction in progres 19,511 1,214
1,709,722 1,577,82:
Less accumulated depreciation and amortize 720,498 584,001
Net property and equipment $ 989,224 $ 993,822

Depreciation expense related to property and eqenprwvas approximately $148.8 million, $135.3 mitlianc
$122.3 million in 2003, 2002 and 2001, respectivélgnortization of capital lease assets is includedepreciatio

expense.

3. Accrued expenses and other

Accrued expenses and other consist of the following

(In thousands 2003 2002
Compensation and benefits $ 78,374 $ 63,868
Insurance 97,104 73,528
Taxes (other than taxes on incor 35,859 29,695
Other 86,279 72,807
$ 297,616 $ 239,898
4, Income taxes
The provision for taxes on income consists of tikwing:
(In thousands 2003 2002 2001
Current:
Federal $ 145,072 $ 55,646 $ 103,988
State 13,838 11,167 8,578
158,91C 66,813 112,56€
Deferred:
Federa 18,365 83,138 5,823
State 1,485 (271) 1,920
19,850 82,867 7,743
$ 178,760 $ 149,680 $ 120,309

A reconciliation between actual income taxes andwarts computed by applying the federal statutots te

income before income taxes is summarized as follows

(In thousands 2003

2002

2001

U.S. federal statutory rate on



earnings before income taxes $167,916 35.0% $145,119 35.0% $114,735 35.0%
State income taxes, net of

federal income tax bene 10,836 2.3% 6,620 1.6% 6,590 2.0%
Jobs credits, net of federal

income taxe: (3,817) (0.8)% (2,745) (0.7)% (1,480) (0.5)%
Increase (decrease) in

valuation allowanc: (582) (0.1)% 463 0.1% 233 0.1%
Non-deductible penalty (see

Note 7) 3,500 0.7% - - - -
Other 907 0.2% 223 0.1% 231 0.1%

$178,76C 37.3% $149,680 36.1% $120,30¢ 36.7%

Sources of deferred tax assets and deferred taiktles are as follows:

(In thousands 2003 2002
Deferred tax asset
Deferred compensation expense $ 20,466 $ 14,098
Accrued expenses and ott 3,751 4,526
Workers compensati-related insurance liabilitie 9,198 6,905
Deferred gain on sale/leaseba 2,775 2,922
Other 5,703 5,011
State tax net operating loss carryforwe 9,916 10,020
State tax credit carryforwart 1,568 1,437
53,377 44,919
Less valuation allowanc (2,232) (2,813)
Total deferred tax asse 51,145 42,106
Deferred tax liabilities
Property and equipme (72,430) (54,885)
Inventories (14,017) (2,855)
Other (935) (753)
Total deferred tax liabilitie (87,382) (58,493)
Net deferred tax liabilities $(36,237) $(16,387)

State net operating loss carryforwards as of Jgn8@&r 2004, totaled approximately $237 million ami
expire between 2004 and 2023. The Company alssthtes credit carryforwards of approximately $2iliom which
will expire between 2005 and 2008. The valuatiitowaance has been provided principally for certatate los
carryforwards and state tax credits. The changhernvaluation allowance was $(0.6) million, $0.8lion and $0.:
million in 2003, 2002, and 2001, respectively. Appmately $1.0 million of the 2003 valuation allance reductic
is due to certain state tax law changes duringyda which caused the future recognition of certdate tax crec
carryforwards to now be considered more likely tima to occur, thereby resulting in the reductidraovaluatiol
allowance created in an earlier year. Based uppeated future income, management believes thatntore likely
than not that the results of operations will geteesufficient taxable income to realize the defértax assets aft
giving consideration to the valuation allowance.

The Company estimates its contingent income tailili@s based on its assessment of potential irecoex-
related exposures and the relative probabilitietha$e exposures translating into actual fututalitees. As of Janual
30, 2004 and January 31, 2003, the Compamccrual for these contingent liabilities, incldd@ Income taxe
payable in the consolidated balance sheets, wa®xpyately $16.9 million and $14.8 million, respigety, and th:
related accrued interest included in Accrued expersd other in the consolidated balance sheetapmsximatel
$6.6 million and $6.2 million respectively.

5. Current and long-term obligations

Current and long-term obligations consist of théfeing:



(In thousands January 30, 2004 January 31, 200
8 5/8% Notes due June 15, 2010, net of discount of
$275 and $319, at January 30, 2004 and January 31,

2003, respectivel $ 199,725 $ 199,681
Capital lease obligations (see Note 38,228 52,086
Financing obligations (see Note 44,054 94,779

282,007 346,546
Less: current portio (16,670) (16,209)
Long-term portion $ 265,337 $ 330,337

The Company has a $300 million revolving creditilfgc(the “Credit Facility”) which expires in June 20(
The Company pays interest on funds borrowed utieeCredit Facility at rates that are subject tange based up
the rating of the Company’senior debt by independent agencies. The Conpasywo interest rate options, base
(which is usually equal to prime rate) and LIBORased upon the Compaydebt ratings in 2003, the facility fe
were 37.5 basis points, the all-drawn margin under the LIBOR option was LIBORI9R37.5 basis points and
all-in drawn margin under the base rate option wad#se rate plus 125 basis points. The Credit Badilisecure
by approximately 400 of the Compasy'etail stores, its headquarters and two of g&riution centers which hac
net book value of approximately $329.8 million ahdary 30, 2004. The Credit Facility included &Gillion, 364-
day revolving credit facility which was terminatbg the Company in May 2003. There were no amouatstandini
under the 364lay facility during 2003 or 2002. The Credit Fagilcontains financial covenants which include thigo
of debt to EBITDAR (as defined in the debt agreethdixed charge coverage, asset coverage, minirallonwable
consolidated net worth ($1.23 billion at JanuaryZm4) and maximum allowable capital expenditurgs.of Januar
30, 2004, the Company was in compliance with althelse covenants. As of January 30, 2004 the Coynipath nc
outstanding borrowings and $22.5 million of standdtyers of credit under the Credit Facility, adlves $2.1 millior
of standby letters of credit that were issued usé@arate agreements.

At January 30, 2004 and January 31, 2003, the Compad commercial letter of credit facilities tatg
$218.0 million and $150.0 million, respectively, ahich $111.7 million and $85.3 million, respectiyewere
outstanding for the funding of imported merchangisechases.

On June 21, 2000, the Company sold $200 milliongipal amount of 8 5/8% Notes due June 2010 (Did
Note?”) in a private offering under Rule 144A of the Setesi Act of 1933. Subsequent to the offering, @menpan’
and its guarantor subsidiaries filed a registraitaiement on Form &-enabling the Company to exchange its 8 ¢
Exchange Notes due June 2010 (the “New Notes” @gdther with the Old Notes, the “Notesty all outstandin
Old Notes.

The Notes require serannual interest payments in June and Decembercbfyezar through June 15, 201(
which time the entire balance becomes due and payé#b addition, the Notes may be redeemed byhtiders therec
at 100% of the principal amount, plus accrued angaid interest, on June 15, 2005. The Notes aordertai
restrictive covenants. At January 30, 2004, then@amy was in compliance with all such covenants.

In June 2000, DCs in Indianola, Mississippi andtdil Missouri were purchased by the Company
subsequently sold in sale-leaseback transacticustirgy in twentytwo year, triple net leases with renewal optiom
an additional thirty years. These properties wefenanced to bolster liquidity and diversify soescof funds. Tr
Company received waivers during 2001 and 2002 va#pect to these leases, which cured any allegidiltef
covenants under the leases as a result of the Qongpeepresentations regarding its previous auditadnfiia
statements and the restatement of such finaneidmeents. The Company reached agreement withleMarg partie
to effect such waivers and in 2002 incorporatedateiamendments in the lease documents, as a alatetucemer
to obtain such waivers. The amendments to the deias®lve the Company agreeing to comply with dligations
under its revolving credit agreements, as in effemn time to time, including, without limitatiorall affirmative an
financial covenants and to not violate any negatmeenants set forth in such agreements.

6. Earnings per share



The amounts reflected below are in thousands exmepdhare data.

2003
Net Per Share
Income Shares Amount
Basic earnings per share $ 301,000 334,697 $ 0.90
Effect of dilutive stock options 2,939
Diluted earnings per share $ 301,000 337,636 $ 0.89
2002
Net Per Share
Income Shares Amount
Basic earnings per she $ 264,946 333,055 $ 0.80
Effect of dilutive stock option 1,995
Diluted earnings per sha $ 264,946 335,050 $ 0.79
2001
Net Per Share
Income Shares Amount
Basic earnings per she $ 207,513 332,263 $ 0.63
Effect of dilutive stock option 2,754
Diluted earnings per sha $ 207,513 335,017 $ 0.62

Basic earnings per share was computed by dividetgntome by the weighted average number of sha
common stock outstanding during the year. Diligachings per share was determined based on thevelieffect o
stock options using the treasury stock method.

Options to purchase shares of common stock that wetstanding at the end of the respective fiseat,ybu
were not included in the computation of dilutednéags per share because the optiarcise prices were gree
than the average market price of the common shaw@® 5.1 million, 18.3 million, and 14.4 million 2003, 200:
and 2001, respectively.

7. Commitments and contingencies
Leases

As of January 30, 2004, the Company was committedeu capital and operating lease agreement:
financing obligations for most of its retail storésur of its DCs, and certain of its furniturextfires and equipme
Most of the stores are operated under traditiopalating leases that include renewal options éotogs that typicall
range from two to five years. Approximately half tbie stores have provisions for contingent renbalsed upon
percentage of defined sales volume. Certain leasesain restrictive covenants. As of January 3004, th
Company was in compliance with such covenants.

In January 1999 and April 1997, the Company sadDICs located in Ardmore, Oklahoma and South Bg
Virginia, respectively, for 100% cash consideratidDoncurrent with the sale transactions, the Campaased tr
properties back for periods of 23 and 25 yearspeesvely. The transactions have been recordedfinascing
obligations rather than sales as a result of, anmaihgr things, the lessar'ability to put the properties back to
Company under certain circumstances. The propanty equipment, along with the related lease oliiga
associated with these transactions are recordie ioonsolidated balance sheets.

In May 2003, the Company purchased two secured igsamy notes (the “DC Notesfyom Principal Life
Insurance Company totaling $49.6 million. These B@es represent debt issued by a third party efrtyn whick
the Company leases its DC in South Boston, Virgiiilais existing lease is recorded as a financiniggation in the
consolidated financial statements. The DC Notesbaiag accounted for as “held to maturitg&bt securities



accordance with the provisions of SFAS No. 115.wekler, by acquiring these DC Notes, the Compa
holding the debt instruments pertaining to its éefisancing obligation and, because a legal righdftset exists, he
reflected the acquired DC Notes as a reductiortsobutstanding financing obligations in its condated financiz
statements in accordance with the provisions of BA8erpretation No. 39,0ffsetting of Amounts Related to Cert
Contracts — An Interpretation of APB Opinion No. 40d FASB Statement No. 105There was no gain or Ic
recognized as a result of this transaction.

Future minimum payments as of January 30, 2004¢dpital leases, financing obligations and opegaliéase
are as follows:

Capital Financing Operating
(In thousands leases obligations leases
2004 $ 18,672 $ 9,283 $ 221,838
2005 12,837 9,283 179,571
2006 6,358 9,283 134,557
2007 3,372 9,564 98,549
2008 2,142 9,510 67,683
Thereatfte 714 146,822 246,786
Total minimum payments 44,095 193,745 $ 948,984
Less: imputed interest (5,867) (100,559)
Present value of net minimum
lease paymen 38,228 93,186
Less: purchased promissory notes - (49,132)
38,228 44,054
Less: current portion, net (15,902) (768)
Long-term portion $ 22,326 $ 43,286

Capital leases were discounted at an effectivaasteaate of approximately 8.7% at January 30, 20Dde
gross amount of property and equipment recorde@ruoapital leases and financing obligations at dgn30, 200
and January 31, 2003, was $184.4 million and $184ll®n, respectively. Accumulated depreciatiangroperty an
equipment under capital leases and financing dfidige at January 30, 2004 and January 31, 20033$&HG8 millior
and $61.9 million, respectively.

Rent expense under all operating leases was asvill

(In thousands 2003 2002 2001

Minimum rentals $ 233,007 $ 200,724 $ 173,060

Contingent rental 14,302 15,621 12,774
$ 247,308 $ 216,345 $ 185,834

Legal proceedings

Restatement-Related Proceedingss previously disclosed in the Compasiyeriodic reports filed with tl
Securities and Exchange Commission (the “SE@ig, Company restated its audited financial statésnfar fisca
years 1999 and 1998, and certain unaudited finemf@mation for fiscal year 2000, by means of fsrm 10K for
the fiscal year ended February 2, 2001, which wed d6n January 14, 2002.

The SEC has been conducting an investigation imocircumstances giving rise to the restatement ar
January 8, 2004, the Company received notice llgaSEC staff was considering recommending thaBt€ bring
civil injunctive action against the Company foregied violations of the federal securities laws amrection witl
circumstances relating to the restatement. Thepaom subsequently has reached an agreement inpbeinath the
SEC staff to settle the matter. Under the termshefagreement in principle, the Company will conisavithou
admitting or denying the allegations in a complambe filed by the SEC, to the entry of a permamenl injunction



against future violations of the antifraud, booksl aecords, reporting and internal control provisiof the
federal securities laws and related SEC rules aligpay a $10 million nordeductible civil penalty. The Company
not entitled to seek reimbursement from its insuveith regard to this settlement.

The agreement with the SEC staff is subject tol fapproval by the SEC and the court in which theCSE
complaint is filed. The Company has accrued $10aniwith respect to the penalty in its financshtements for tt
year ended January 30, 2004. The Company canrgivassurances that the SEC or the court will apgortbne
agreement. If the agreement is not approved, tiragany could be subject to different or additiopahalties, boi
monetary and non-monetary, which could adversdgcathe Company’s financial statements as a whole.

In addition, as previously discussed in the Compapyriodic reports filed with the SEC, the Compaeitlec
in the second quarter of 2002 the lead sharehaldgvative action relating to the restatement thed been filed |
Tennessee State Court. All other pending statefeaeral derivative cases were subsequently digaigsiring th
third quarter of fiscal 2002. The settlement of #i@areholder derivative lawsuits resulted in a petment to th
Company, after attorney’s fees payable to the pfesh counsel, of approximately $25.2 million, which wagorde:
as income during the third quarter of 2002. The gany also settled the federal consolidated restateralated clas
action lawsuit in the second quarter of fiscal 2008e $162 million settlement, which was expensedhe fourtl
quarter of 2000, was paid in the first half of #6Q002. The Company received from its insurer® $dillion in
respect of such settlement in July 2002, which rgasrded as income during the second quarter d2.200

Plaintiffs representing fewer than 1% of the sharaded during the class period chose to opt othefeder:
class action settlement. One such plaintiff cha@spursue recovery against the Company individuallty.2002, th
Company settled and paid that claim and recograreeixpense of $0.2 million in respect of that agesmt.

Other Litigation. On March 14, 2002, a complaint was filed in theited States District Court for t
Northern District of Alabama to commence a colleetaction against the Company on behalf of curaet forme
salaried store managers. The complaint allegeghbae individuals were entitled to overtime pag ahould not hay
been classified as exempt employees under thd.&haor Standards Act (“FLSA”)Plaintiffs seek to recover overtil
pay, liquidated damages, declaratory relief anofiadtys’ fees.

In the third quarter of 2003, the court denied piaintiff s motion to allow the action to proceed ¢
nationwide collective action, but determined theg &ction could proceed collectively as to a regi@t was not the
defined. However, on January 12, 2004, the coertifed an optin class of plaintiffs consisting of all persi
employed by the Company as store managers at maysince March 14, 1999, who regularly worked ntbesn 5(
hours per week and either: (1) customarily supedriess than two employees at one time; (2) lackekority to hir
or discharge employees without supervisor appramal3) sometimes worked in ngnanagerial positions at sto
other than the one he or she managed. The Congatigimpt to appeal this decision on a discretjobasis to the 1

t Circuit Court of Appeals has been denied.

This action is still in the discovery phase. Thenpany believes that its store managers are anel hee
properly classified as exempt employees under tifeAFand that the action is not appropriate for exdilve actiol
treatment. The Company intends to vigorously défdre action. However, no assurances can be dghanthe
Company will be successful in defending this actiorthe merits or otherwise, and, if not, the reoh could have
material adverse effect on the Company’s finarstialements as a whole.

The Company is involved in other legal actions alams arising in the ordinary course of busine$te
Company currently believes that such litigation atems, both individually and in the aggregatell Wwe resolve
without a material effect on the Compasyinancial statements as a whole. However, libgainvolves an element
uncertainty. Future developments could cause tlaesens or claims to have a material adverse eftectthe
Company’s financial statements as a whole.

8. Employee benefits

Effective January 1, 1998, the Company establighd@1(k) savings and retirement plan. All empleyefc



had completed 12 months of service, worked 1,00@rshper year, and were at least 21 years of age
eligible to participate in the plan. Employee cimitions, up to 6% of annual compensation, weréched by th
Company at the rate of $0.50 on the dollar. Then@any also contributed a discretionary amount ahntethe plar
equal to 2% of each employseannual compensation. Effective January 1, 20@8ptan was amended to allow
eligible employees to participate in the plan amatantribute up to 25% of annual compensation ftheir date ¢
hire; the Company match of employee contributios whanged to a rate of $1.00 for each $1.00 toméd up t
5% of annual compensation (upon completion of 12tm® and a minimum of 1,000 hours of service); #re
Companys discretionary annual contribution to the plar2®§ of annual compensation was eliminated. Expeok
the plan was approximately $2.7 million in 2003,%8illion in 2002, and $7.4 million in 2001.

Effective January 1, 1998, the Company also estaddi a supplemental retirement plan and a compen
deferral plan for a select group of managementhagialy compensated employees. The supplementedmegnt pla
is a noncontributory defined contribution plan waghnual Company contributions ranging from 2% t&o1@f bas
pay plus bonus depending upon age plus years wviceeand salary level. Under the compensation rdsfg@lan
participants may defer up to 65% of base pay and%d®f bonus pay. Effective January 1, 2000, bdté
supplemental retirement plan and compensation @fpfan were amended and restated so that sucls plar
combined into one master plan document. Effectareudry 1, 2003, the plan document was amendeautibyatertair
provisions and to mirror the 401(k) plan employentcibution provisions that became effective onudam 1, 2003, ¢
described above. An employee may be designateghddicipation in one or both of the plans, accogdin the
eligibility requirements of the plans. Compensatexpense for these plans was approximately $0l®min 2003
$0.2 million in 2002, and $0.1 million in 2001.

In September 2000, the supplemental retirement @hghcompensation deferral plan assets were irt/és
Company stock and mutual funds as designated bplémeparticipants and placed in a rabbi truste Tutual fund
are stated at fair market value, which is basedjwrted market prices, and are included in Otherectrassets.
accordance with EITF 97-14Atcounting for Deferred Compensation ArrangementseW® Amounts Earned Are Hi
in a Rabbi Trust and Invested,” the Comparstock is recorded at historical cost and classifis Common stock hi
in trust. Pursuant to the terms of the plan, digpant’s account balance will be paid in cash by (a) lwam, (b
monthly installments over a 5, 10 or 15 year penodc) a combination of lump sum and installmeriffie deferre
compensation liability is recorded at the fair walof the investments held in the trust and is idetlin Accrue
expenses and other in the consolidated balancésshee

During 2003, the Company established two suppleahexecutive retirement plans; each with one exee
participant. The Company accounts for these piarsccordance with SFAS No. 87, “EmployeAccounting fo
Pensions”, as amended by SFAS No. 132, “Employ@isilosures about Pensions and Other PostretireBeargfits’,
and supplemented by SFAS No. 130, “Reporting Cohgmisive Income”put has not included additional disclosi
due to their immateriality.

9. Stock-based compensation

The Company has established a stock incentive yoiaer which restricted stock, restricted stock gyrstocl
options to purchase common stock and other edpaised awards may be granted to executive officenegtors an
key employees.

All stock options granted in 2003, 2002 and 200deurthe terms of the Compasystock incentive plan we
non-qualified stock options issued at a price etpuéhe fair market value of the Compasigommon stock on the d
of grant. Nongualified options granted under these plans hay&aon dates no later than 10 years following
date of grant.

Under the plan, stock option grants are made torkagagement employees including executive officas
well as other employees, as prescribed by the Cosgpen Committee of the Board of Directors. Thenber o
options granted is directly linked to the emploge@b classification. Beginning in 2002, vestingp\psions fo
options granted under the plan changed from a awetibn of Company performance-based vesting and-base:
vesting to time-based vesting only. All optionamjed in 2003 and 2002 under the plan vest rataady a fouryeal



period, except for a grant made to the CEO in 2@0&h vests at a rate of 333,333 shares on tht
anniversary and 166,667 shares on the second asaiyef the grant date.

In 2003, the Company awarded a total of 50,000eshaf restricted stock to certain plan participaaits
weighted average fair value of $19.37 per shaige difference between the market price of the Uyitey stock an
the purchase price on the date of grant, whichseasit zero for all restricted stock awards in 20@&s recorded as
reduction of shareholders’ equity as Unearned cosgiegon expense and is being amortized to expemsestraight-
line basis over the restriction period. Under #teck incentive plan, recipients of restricted ktace entitled t
receive cash dividends and to vote their respestinages, but are prohibited from selling or trangig shares prior
vesting. In addition, the maximum number of sharkesestricted stock or restricted stock units ibleg for issuanc
under the terms of this plan has been capped @0400. At January 30, 2004, 3,918,000 sharessificted stock «
restricted stock units were available for granterrttie plan.

During 2003, the Company also granted stock optamt restricted stock in transactions that werenmade
under the stock incentive plan. The Company await8865 shares of restricted stock as a materialcement t
employment to its CEO at a fair value of $12.68 gleare. The difference between the market pricgbetinderlyin
stock and the purchase price on the date of gndnith was set as zero for this restricted stockrdywaas recorded
a reduction of shareholders’ equity as Unearnedpemsation expense and is being amortized to exmenasstraight-
line basis over the restriction period of five yeaiThe CEO is entitled to receive cash dividenus @ vote thes
shares, but is prohibited from selling or transfeyrshares prior to vesting. Also during the fogstarter of 2003, tf
Company awarded the CEO, as a material inducenoeatniployment, an option to purchase 500,000 sletres
exercise price of $12.68 per share. The optionsvaist rate of 166,666 shares on the second araiyeof the gral
date and 333,334 shares on the third anniversatlyeofrant date. The option will terminate 10 gefaom the grat
date.

Pro forma information regarding net income and i@ per share, as disclosed in Note 1, has beemuaec
as if the Company had accounted for its employeekdiased compensation plans under the fair value rdeol
SFAS No. 123. The fair value of options grantedirur2003, 2002 and 2001 was $5.45, $6.15, and §
respectively. The fair value of each stock optisang was estimated on the date of grant using taekBSchole
option pricing model with the following assumptions

2003 2002 2001
Expected dividend yiel 0.9% 0.8% 0.8%
Expected stock price volatilit 36.9% 35.3% 35.3%
Weighted average ri-free interest rat 2.7% 3.9% 4.8%
Expected life of options (year 3.7 6.5 6.0

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

A summary of the balances and activity for all lkné tCompanys stock option awards for the last three fi
years is presented below:

Shares Weighted Averag:



Issuec

Exercise Prict

Balance, February 2, 20( 22,091,12¢ $ 15.02
Granted 7,201,72¢ 17.20
Exercisec (1,322,511 9.75
Cancelec (1,999,583 18.07
Balance, February 1, 20( 25,970,762 15.65
Grantec 4,146,98¢ 15.83
Exercisec (690,515) 6.90
Cancelec (2,510,662 17.35
Balance, January 31, 20 26,916,571 15.73
Granted 4,705,58€ 18.39
Exercisec (4,240,438 11.68
Cancelec (2,450,429 17.76
Balance, January 30, 200. 24,931,29( $ 16.75

The following table summarizes information abolisédck options outstanding at January 30, 2004:

Options Outstanding Options Exercisable

Weighted Weighted

Average Weighted Average

Range o Number Remaining Average Number Exercise
Exercise Price Outstanding  Contractual Life  Exercise Pricc  Exercisable Price
$3.69- %0.48 2,099,022 2.0 $6.12 1,788,169 $ 6.07

$10.49-97.31 11,277,069 6.8 14.80 6,619,212 14.79

$17.32-$3.90 11,555,199 6.9 20.60 6,625,390 20.80
$ 3.69-%$23.90 24,931,290 6.4 $ 16.75 15,032,771 $ 16.40

At January 30, 2004, there were approximately illiom shares available for grant under the Company
stock incentive plan. At January 31, 2003 and &atyr 1, 2002, respectively, there were approxingat@.0 millior
and 11.6 million exercisable options outstanding.

10. Capital stock

The Company has a Shareholder Rights Plan (then”Plander which Series B Junior Participating Prefe
Stock Purchase Rights (the “Rightskjere issued for each outstanding share of commaek.stThe Rights we
attached to all common stock outstanding as of Ndm@, 2000, and will be attached to all additioshares
common stock issued prior to the Pem@@xpiration on February 28, 2010, or such eatéemination, if applicabl
The Rights entitle the holders to purchase frommn @ompany one one-hundredth of a share (a “Unit"peries |
Junior Participating Preferred Stock (the “Preférg&tock”),no par value, at a purchase price of $100 per Qalijec
to adjustment. Initially, the Rights will attach &ll certificates representing shares of outstapdommon stock, ai
no separate Rights Certificates will be distributethe Rights will become exercisable upon the oetice of -
triggering event as defined in the Plan.

On March 13, 2003, the Company was granted theoatyttby its Board of Directors to repurchase uplf
million shares of its outstanding common stock.sTduithorization expires March 13, 2005. Duringftheth quarte
of 2003, 1,519,000 shares were repurchased adlectistt of $29.7 million.

11. Related party transactions

In 2002, Cal Turner, the Compasythen Chairman and Chief Executive Officer, madkeintary payments
the Company totaling approximately $6.8 millioncesh. Of such amount, approximately $6.0 milliepresented ti
value on April 10, 2002 of stock Mr. Turner acqdiren April 7, 1999 and April 20, 2000 upon the of stoc
options (net of the strike price of such optionsyl approximately $0.8 million represented the valtiperformance-



based bonuses received by Mr. Turner in April 1888 April 2000. Mr. Turner voluntarily paid sucimaunt:
to the Company because the options vested andetfiermance bonuses were paid based on performaaasure
that were attained under the Company’s originaiyorted financial results for the period coveredhsy Companyg
restatement. Those measures would not have b&Eneat under the subsequently restated resulte Admpan
recorded the approximately $6.0 million receiptaasontribution of capital, which was recorded asirarease i
Additional paidin capital in the consolidated balance sheet adaouary 31, 2003. The Company recorde(
approximately $0.8 million receipt as a reductioiSBG&A expenses during the third quarter of 2002.

12.  Segment reporting

The Company manages its business on the basiseofeportable segment. See Note 1 for a brief gemm
of the Company’s business. As of January 30, 2a604f the Company retail operations were located within
United States. The following data is presenteddoordance with SFAS No. 131Disclosures about Segments o
Enterprise and Related Information.”

(In thousands 2003 2002 2001
Classes of similar product
Net sales
Highly consumabl $ 4,206,87¢ $ 3,674,92¢ $ 3,085,112
Seasone 1,156,114 994,250 888,263
Home product: 860,867 808,518 767,72C
Basic clothinc 648,133 622,707 581,80C
$ 6,871,992 $ 6,100,404 $ 5,322,89¢

13.  Quarterly financial data (unaudited)

The following is selected unaudited quarterly ficiah data for the fiscal years ended January 304 28
January 31, 2003. Each quarter listed below wh3-@eek accounting period. Amounts are in thousaxds pe
share data.

Quarter First Seconc Third Fourth
2003:

Net sales $ 1,569,064 $ 1,651,094 $1,685,34¢€ $1,966,48¢
Gross profit 451,906 472,830 516,897 576,496
Net income 60,332 59,936 77,903 102,829
Diluted earnings per share  $ 0.18 $ 0.18 $ 0.23 $ 0.30
Basic earnings per share $ 0.18 $ 0.18 $ 0.23 $ 0.31
2002:

Net sales $1,389,41: $1,453,727 $1,497,70: $1,759,56°
Gross profi 380,292 387,427 428,583 527,964
Net income 45,928 42,362 68,570 108,086
Diluted earnings per sha $ 0.14 $ 0.13 $ 0.20 $ 0.32
Basic earnings per she $ 0.14 $ 0.13 $ 0.21 $ 0.32

The fourth quarter 2003 net income and relatedspare amounts above include the accrual of a nomtibte
civil penalty of $10.0 million related to the pmaiinary settlement of an SEC investigation (see NQteThe fourtl
quarter 2003 and 2002 gross profit and net income r@lated per share amounts above include pret&©
adjustments of $0.7 million of expense and $8.9ionilof income, respectively (see Note 1). Thedhjuarter 200
net income and related per share amounts abovedma@ favorable, non-recurring die¢ inventory adjustment
approximately $7.8 million based upon the utilieatiof information provided by the Compasyhew item leve
perpetual inventory system. The third quarter 2882 income and related per share amounts abovedm@reta
insurance proceeds of $25.2 million related togb#lement of the Comparsyshareholder derivative litigation (:
Note 7). The second quarter 2002 net income amteber share amounts above include pretax insei@ioceeds



$4.5 million related to the settlement of the Compsa federal consolidated restatemesiated class actic
lawsuit (see Note 7).

14. Guarantor subsidiaries

All of the Company’s subsidiaries, except for itst-for-profit subsidiary whose assets and revenues a
material (the “Guarantors”), have fully and uncdiwhally guaranteed on a joint and several bastsGompanys
obligations under certain outstanding debt obl@ai Each of the Guarantors is a direct or intlivewolly ownec
subsidiary of the Company. In order to participasea subsidiary guarantor on certain of the Coryigafinancing
arrangements, a subsidiary of the Company haseghieto a letter agreement with certain state guy agencies
maintain a minimum balance of stockholders’ eqoit$s50 million in excess of the Compasydebt it has guarante
or $550 million as of January 30, 2004. The subsydof the Company was in compliance with sucleagrent as «
January 30, 2004.

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

As of
January 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 352,232 $ 46,046 $ - $ 398,278
Merchandise inventories - 1,157,141 - 1,157,141
Deferred income taxes 15,412 15,001 - 30,413
Other current assets 21,363 2,338,669 (2,293,649) 66,383
Total current assets 389,007 3,556,857 (2,293,649) 1,652,215
Property and equipment, at cost 183,843 1,525,879 - 1,709,722
Less accumulated depreciation
and amortization 81,281 639,217 - 720,498
Net property and equipment 102,562 886,662 - 989,224
Other assets, net 3,695,306 41,247 (3,725,283) 11,270
Total assets $ 4,186,875 $ 4,484,766 $ (6,018,932) $ 2,652,709
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term
obligations $ 7,772 $ 8,898 $ - $ 16,670
Accounts payable 2,354,187 323,251 (2,293,647) 383,791
Accrued expenses and other 48,394 249,224 2) 97,626
Income taxes payable - 45,725 - 45,725
Total current liabilities 2,410,353 627,098 (2,293,649) 743,802
Long-term obligations 194,306 1,892,342 (1,821,311) 265,337
Deferred income taxes 5,296 61,354 - 66,650
Shareholders’ equity:
Preferred stock - - - -
Common stock 168,095 23,853 (23,853) 168,095
Additional paid-in capital 376,930 1,247,290 2417,290) 376,930
Retained earnings 1,037,409 632,829 (632,829) ,0371409
Accumulated other comprehensive loss (1,161) - - (1,161)
1,581,273 1,903,972 (1,903,972) 1,581,273
Less common stock purchased by employee
deferred compensation trust 2,739 - - 2,739
Less unearned compensation related to
outstanding restricted stock 1,614 - - 1,614
Total shareholders’ equity 1,576,920 1,903,972 (1,903,972) 1,576,920
Total liabilities and shareholders’ equity $ 4,186,875 $ 4,484,766 $ (6,018,932) $ 2,652,709
As of

January 31, 2003




DOLLAR

GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
BALANCE SHEET:
ASSETS
Current assets:
Cash and cash equivalents $ 72,799 $ 48,519 $ - $ 121,318
Merchandise inventories - 1,123,031 - 1,123,031
Deferred income taxes 8,937 24,923 - 33,860
Other current assets 19,004 1,328,417 (1,301,722) 45,699
Total current assets 100,740 2,524,890 (1,301,722) 1,323,908
Property and equipment, at cost 169,551 1,408,272 - 1,577,823
Less accumulated depreciation
and amortization 65,677 518,324 - 584,001
Net property and equipment 103,874 889,948 - 993,822
Other assets, net 2,786,977 38,949 (2,810,503) 15,423
Total assets $ 2,991,591 $ 3,453,787 $ (4,112,225) $ 2,333,153
LIABILITIES AND SHAREHOLDERS'
EQUITY
Current liabilities:
Current portion of long-term obligations $ 8,202 $ 8,007 $ - $ 16,209
Accounts payable 1,412,008 230,273 (1,300,978) 341,303
Accrued expenses and other 32,642 208,000 (744) 239,898
Income taxes payable - 67,091 - 67,091
Total current liabilities 1,452,852 513,371 (1,301,722) 664,501
Long-term obligations 249,748 937,473 (856,884) 330,337
Deferred income taxes 923 49,324 - 50,247
Shareholders’ equity:
Preferred stock - - - -
Common stock 166,670 23,853 (23,853) 166,670
Additional paid-in capital 313,269 1,247,279 2417,279) 313,269
Retained earnings 812,220 682,487 (682,487) ,2802
Accumulated other comprehensive loss (1,349) - - (1,349)
1,290,810 1,953,619 (1,953,619) 1,290,810
Less common stock purchased by employee
deferred compensation trust 2,742 - - 2,742
Total shareholders’ equity 1,288,068 1,953,619 (1,953,619) 1,288,068
Total liabilities and shareholders’ equity $ 2,991,591 $ 3,453,787 $ (4,112,225) $ 2,333,153
For the year ended
January 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 169,467 $ 6,871,992 $ (169,467) $ 6,871,99
4,853,863 - 4,853,863

Cost of goods sold -




Gross profit 169,467 2,018,129 (169,467) 2,018,129
Selling, general and administrative 132,445 1,833 (169,467) 1,496,866
Penalty expense 10,000 - - 10,000
Operating profit 27,022 484,241 - 511,263
Interest expense, net 21,616 9,887 - 31,503
Income before taxes on income 5,406 474,354 - 79,760
Provisions for taxes on income 6,560 172,200 - 178,760
Equity in subsidiaries’ earnings, net of taxes 302,154 - (302,154) -
Net income $ 301,000 $ 302,154 $ (302,154) $ 301,000
For the year ended
January 31, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 130,152 $ 6,100,404 $ (130,152) $ 6,100,40
Cost of goods sold - 4,376,138 - 4,376,138
Gross profit 130,152 1,724,266 (130,152) 1,724,266
Selling, general and administrative 114,903 1,391 (130,152) 1,296,542
Proceeds from litigation settlement (29,541) - - (29,541)
Operating profit 44,790 412,475 - 457,265
Interest expense, net 26,930 15,709 - 42,639
Income before taxes on income 17,860 396,766 - 414,626
Provisions for taxes on income 6,634 143,046 - 149,680
Equity in subsidiaries’ earnings, net of taxes 253,720 - (253,720) -
Net income $ 264,946 $ 253,720 $  (253,720) $ 264,946
For the year ended
February 1, 2002
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF INCOME:
Net sales $ 173,070 $ 5,322,895 $ (173,070) $ 532,89
Cost of goods sold - 3,813,483 - 3,813,483
Gross profit 173,070 1,509,412 (173,070) 1,509,412
Selling, general and administrative 154,362 1,154,509 (173,070) 1,135,801
Operating profit 18,708 354,903 - 373,611
Interest expense, net 18,913 26,876 - 45,789
Income (loss) before taxes on income (205) 328,02 - 327,822
Provisions (benefit) for taxes on income (26) 328 - 120,309
Equity in subsidiaries’ earnings, net of taxes 207,692 - (207,692) -
Net income $ 207,513 $ 207,692 $ (207,692) $ 207,513
For the year ended
January 30, 2004
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 301,000 $ 302,154 $ (302,154) $ 301,000
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 19,961 132,438 - 152,399
Deferred income taxes (2,102) 21,952 - 19,850
Tax benefit from stock option exercises 14,565 - - 14,565
Equity in subsidiaries’ earnings, net (302,154) - 302,154 -
Change in operating assets and liabilities:
Merchandise inventories - (34,110) - (34,110)
Other current assets (7,323) (1,006,071) 992,710 (20,684)
Accounts payable 942,180 92,977 (992,669) 42,488
Accrued expenses and other 15,752 42,846 746 ,3459
Income taxes 4,079 (25,543) - (21,464)
Other, including other assets (608,100) 614,053 (787) 5,166
Net cash provided by operating activities 377,858 140,696 - 518,554
Cash flows from investing activities:
Purchase of property and equipment (15,526) B8R, - (149,362)
Purchase of promissory notes (49,582) - - ®3,5



Proceeds from sale of property and equipment 39 30 2 - 269
Issuance of long-term notes receivable - (1,419) 1,419 -
Contribution of capital (10) - 10 -
Net cash used in investing activities (65,079) (135,025) 1,429 (198,675)
Cash flows from financing activities:
Issuance of long-term obligations 1,419 - (1419 -
Repayments of long-term obligations (7,753) (8)15 - (15,907)
Payment of cash dividends (46,883) - - (46,883)
Proceeds from exercise of stock options 49,485 - - 49,485
Repurchases of common stock (29,687) - - (29,68
Other financing activities 73 - - 73
Issuance of common stock, net - 10 (10) -
Net cash used in financing activities (33,346) (8,144) (1,429) (42,919)
Net increase (decrease) in cash and cash equisalent 279,433 (2,473) - 276,960
Cash and cash equivalents, beginning of year 72,799 48,519 - 121,318
Cash and cash equivalents, end of year $ 352,232 $ 46,046 $ - $ 398,278
For the year ended
January 31, 2003
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL
STATEMENTS OF CASH FLOWS:
Cash flows from operating activities:
Net income $ 264,946 $ 253,720 $ (253,720) $ 264,946
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 15,222 119,737 - 134,959
Deferred income taxes 63,204 19,663 - 82,867
Tax benefit from stock option exercises 2,372 - - 2,372
Litigation settlement (162,000) - - (162,000)
Equity in subsidiaries’ earnings, net (253,720) - 253,720 -
Change in operating assets and liabilities:
Merchandise inventories - 7,992 - 7,992
Other current assets (5,605) (350,209) 368,380 12,566
Accounts payable 532,305 (147,694) (365,771) 18,840
Accrued expenses and other (20,113) 35,467 (744) 14,610
Income taxes (10,493) 66,951 - 56,458
Other 6,255 (3,960) (1,865) 430
Net cash provided by operating activities 432,373 1,667 - 434,040
Cash flows from investing activities:
Purchase of property and equipment (12,949) BBH), - (134,315)
Proceeds from sale of property and equipment 270 211 - 481
Issuance of long-term notes receivable (130,152) - 130,152 -
Contribution of capital (317,602) - 317,602 -
Net cash used in investing activities (460,433) (121,155) 447,754 (133,834)
Cash flows from financing activities:
Issuance of long-term obligations - 130,152 (130,152) -
Repayments of long-term obligations (73,361) (333) - (397,094)
Payment of cash dividends (42,638) - - (42,638)
Proceeds from exercise of stock options 5,021 - - 5,021
Other financing activities (5,702) - - (5,702)
Issuance of common stock, net - 317,602 (317,602) -
Net cash provided by (used in) financing activities (116,680) 124,021 (447,754) (440,413)
Net increase (decrease) in cash and cash equisalent (144,740) 4,533 - (140,207)
Cash and cash equivalents, beginning of year 217,539 43,986 - 261,525
Cash and cash equivalents, end of year $ 72,799 $ 48,519 $ - $ 121,318
For the year ended
February 1, 2002
DOLLAR
GENERAL GUARANTOR CONSOLIDATED
CORPORATION SUBSIDIARIES ELIMINATIONS TOTAL




STATEMENTS OF CASH FLOWS:

Cash flows from operating activities:
Net income $ 207,513 $ 207,692 $ (207,692) $ 207,513

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

Depreciation and amortization 14,968 107,999 - 122,967
Deferred income taxes (6,892) 14,635 - 7,743
Tax benefit from stock option exercises 5,819 - - 5,819
Equity in subsidiaries’ earnings, net (207,692) - 207,692 -

Change in operating assets and liabilities:

Merchandise inventories - (118,788) - (118,788)
Other current assets 250 (307,082) 293,292 (13,540)
Accounts payable 281,457 37,036 (293,292) 25,201
Accrued expenses and other 9,063 16,844 - 25,90
Income taxes 4,524 (10,431) - (5,907)
Other 5,704 3,009 - 8,713
Net cash provided by (used in) operating activities 314,714 (49,086) - 265,628
Cash flows from investing activities:
Purchase of property and equipment (14,098) s - (125,365)
Proceeds from sale of property and equipment 925 368 - 1,293
Issuance of long-term notes receivable (173,070) - 173,070 -
Net cash used in investing activities (186,243) (110,899) 173,070 (124,072)
Cash flows from financing activities:
Issuance of long-term obligations - 173,070 (@78) -
Repayments of long-term obligations (1,057) (66)7 - (11,823)
Payment of cash dividends (42,517) - - (42,517)
Proceeds from exercise of stock options 12,268 - - 12,268
Other financing activities (269) - - (269)
Net cash provided by (used in) financing activities (31,575) 162,304 (173,070) (42,341)
Net increase in cash and cash equivalents 96,896 2,319 - 99,215
Cash and cash equivalents, beginning of year 120,643 41,667 - 162,310
Cash and cash equivalents, end of year $ 217,539 $ 43,986 $ - $ 261,525

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders of
Dollar General Corporation
Goodlettsville, Tennessee

We have audited the accompanying consolidated talaheets of Dollar General Corporation and sulsed as ¢
January 30, 2004 and January 31, 2003, and theedetansolidated statements of income, shareholdgrsty, ani
cash flows for each of the three years in the pesaded January 30, 2004. These financial statsnmeee th
responsibility of the Company’'management. Our responsibility is to expresspamon on these financial stateme
based on our audits.

We conducted our audits in accordance with audistandards generally accepted in the United Staldsost
standards require that we plan and perform thetaodobtain reasonable assurance about whethefirtaacia
statements are free of material misstatement. ukht ancludes examining, on a test basis, evidenggoorting th
amounts and disclosures in the financial statemefts audit also includes assessing the accoumrimgiples use
and significant estimates made by management, tbh@svevaluating the overall financial statememsgntation. W
believe that our audits provide a reasonable as@ur opinion.

In our opinion, the financial statements referredabove present fairly, in all material respect® tonsolidate
financial position of Dollar General Corporationdasubsidiaries as of January 30, 2004 and Jandar0®3, and tt
consolidated results of their operations and tbash flows for each of the three years in the pleeioded January
2004, in conformity with accounting principles geally accepted in the United States.

/sl Ernst & Young LLP



Nashville, Tennesse
March 11, 2004

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE

Not Applicable.
ITEM 9A. CONTROLS AND PROCEDURES

(@) Disclosure Controls and ProceduresThe Company, under the supervision and withpiduicipatior
of the Companys management, including the Chief Executive Offiaed the Chief Financial Officer, evaluated
effectiveness of the Company’s disclosure contanld procedures (as defined in Rule 13&e) promulgated unc
the Securities and Exchange Act of 1934, as ame(tded'Exchange Act”)as of January 30, 2004. Based on
evaluation, the Company'Chief Executive Officer and Chief Financial Oéiicconcluded that, as of January 30, 2
the Companys disclosure controls and procedures are effeftiv¢he purposes set forth in the definition thénex
Exchange Act Rule 13a-15(e).

(b) Changes in Internal Control Over Financial Repogin There have been no changes during the qt
ended January 30, 2004 in the Compangternal control over financial reporting (asidetl in Exchange Act RL
13a-15(f)) that have materially affected, or arasmably likely to materially affect, the Companynternal contre
over financial reporting.

PART llI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The Company makes available free of charge witlia tnvesting section of its Internet website
www.dollargeneral.com, and in print to any shareholder who requests, @oenpanys Corporate Governar
Principles, the charters of the Board standing cdtass, and the Code of Business Conduct and Edfhash applie
to all Company directors, officers and employeesquiests for copies may be directed to InvestortiRe® Dolla
General Corporation, 100 Mission Ridge, GoodleliesviTN 37072, or telephone (615) 88600. The Compat
intends to disclose any amendments to the CodausinBss Conduct and Ethics, and any waiver fronmogigion o
that Code granted to the CompamZhief Executive Officer, Chief Financial Officer Vice President and Controll
on the Company Internet website within three business days Wollg the amendment or waiver. The informa
contained on or connected to the Company’s Intesedisite is not incorporated by reference into Boem 10K anc
should not be considered part of this or any otbport that the Company files with or furnisheshie SEC.

The information required by this Item 10 regarditi;e Companys directors, director nominees, ai
committee financial expert, audit committee, andcpdures for shareholders to recommend directorimess i
contained under the caption “Proposal 1: Electibibibectors” in the Companyg’ definitive Proxy Statement to
filed for its 2004 Annual Meeting of Shareholdensbie held on May 25, 2004 (the “2004 Proxy Stateipewhich
information under such caption is incorporated imely reference. Information required by this Itdf regardin
compliance with Section 16(a) of the Securitieshzaxme Act of 1934 is contained under the capti®action 16(e
Beneficial Ownership Reporting Compliande”the 2004 Proxy Statement, which information unslech caption
incorporated herein by reference. Information regpliby this Item 10 regarding the CompangXkecutive officers
contained in Part I, Item 4A of this Form K)-which information under such caption is incoged herein k
reference.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 regardthigector and executive compensation is containeteuthe
captions “Proposal 1: Election of Directors” andx&€utive Compensationin the 2004 Proxy Statement, wh



information under such captions is incorporateatimelpy reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Equity Compensation Plan Informatioithe following table sets forth information abola tCompanys equit
compensation plans (including individual compemsatrrangements) as of January 30, 2004:

Number of
securities to be Number of securities remaining
issued upon Weighted-average available for future issuance
exercise of exercise price of  under equity compensation plans
outstanding outstanding (excluding securities to be issued
options, warrants options, warrants upon exercise of outstanding
Plan category and rights and rights options, warrants and rights) (a)
Equity compensation
plans approved by
security holders (k 24,431,29( $16.83 9,117,22¢
Equity compensation
plans not approved by
security holders (c 500,00C $12.68 0
Total 24,931,29( $16.75 9,117,22¢

(a) Consists of 9,117,228 shares reserved for issyaunseiant to the 1998 Stock Incentive Plan (as Areérathd Restated effective Jun
2003, as Modified through August 26, 2003) (the98 $tock Incentive Plan”up to 3,918,000 of which may be issued in the fof
restricted stock or restricted stock units).

(b) Represents shares issuable upon exercise of aditsagrants under the 1998 Stock Incentive PlaB5I®mployee Stock Incentive Pl
1993 Employee Stock Incentive Plan, 1989 EmployteekSincentive Plan, and 1995 Outside Directorcistoption Plan.

(c) Represents shares issuable upon exercise of atitsgagrants pursuant to the Employment Agreemdre (Employment Agreemenjt’
effective as of April 2, 2003, by and between trmmpany and David A. Perdue, the Companghairman and Chief Executive Offic
This amount does not include shares issuable upercise of an outstanding stock option grant coptatad by the Employme
Agreement, but made under the 1998 Stock InceRtige.

As previously disclosed in the Company’s Quarté&gport on Form 1@ for the quarter ended May 2, 2C
the Company granted to David A. Perdue, as a naatexducement to his employment with the Compar8g;86t
shares of restricted stock and an option to puech&§,000 shares of common stock (the “Non-Plano@t Thest
grants, along with another option grant under 9@81Stock Incentive Plan, were made in accordanttethe term
of the Employment Agreement. The restricted stoestv as to 15,773 shares annually over ayleae-period with th
first vesting date being April 2, 2004, subjectaiternate vesting in the case of death, disabdityermination c
employment. Mr. Perdue is entitled to receive daiglidends and to vote the shares of restricteckstmat is prohibite
from selling or transferring the restricted stoclopto vesting. The Noi®lan Option was granted at an exercise |
of $12.68 per share and vests as to 166,666 sharAgril 2, 2005 and as to 333,334 shares on Apri006, subje
to alternate vesting in the case of death, digglbli termination of employment. The Nétan Option will terminai
on April 2, 2013.

Other Information The information required by this Item 12 regagdsecurity ownership of certain benefi
owners and the Company’s management is containddruie caption “Security Ownershifri the 2004 Prox
Statement, which information under such captiangsrporated herein by reference

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item 13 regardoggtain relationships and related transactionrgainel
under the caption “Transactions with Management@tieers”in the 2004 Proxy Statement, which information u



such caption is incorporated herein by reference
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item 14 regardfegs paid to the Comparsyprincipal accountant and
pre-approval policies and procedures establishethbyAudit Committee of the CompasyBoard of Directors
contained under the caption “Fees Paid to Auditothe 2004 Proxy Statement, which information urglech captio
is incorporated herein by reference.

PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(@) Q) Consolidated Financial Statements (See Item 8)

(2) All schedules for which provision is made e tapplicable accounting regulations
of the Securities and Exchange Commission are exquired under the related
instructions, are inapplicable or the informatienincluded in the Consolidated
Financial Statements and, therefore, have beerneumit

3) Exhibits: See Exhibit Index immediately followitige signature pages hereto.

(b) (1) A Current Report on Form 8-K, dated Novembel®03, was furnished to the
SEC pursuant to Items 9 and 12 in connection witlesis release regarding sales
results for the four-week period, 39 weeks anddtlguarter ended October 31,
2003, and other matters.

(2) A Current Report on Form 8-K, dated Novembe@r 2003, was furnished to the
SEC pursuant to Item 9 in connection with a newsase regarding 2004 store
growth plans and operating initiatives.

3) A Current Report on Form 8-K, dated DecembeP@3, was furnished to the
SEC pursuant to Item 9 in connection with a newsase regarding a dividend
declaration.

4) A Current Report on Form 8-K, dated Decembe@D3, was furnished to the
SEC pursuant to Items 9 and 12 in connection wathrareleases regarding results
of operations and financial condition for the thgdarter and 39 weeks ended
October 31, 2003, the conference call to be heldisouss such results, sales
results for the four-week period and 43 weeks endedember 28, 2003, new
store openings and other matters.

(5) A Current Report on Form 8-K, dated Januarg20Q4, was furnished to the SEC
pursuant to Item 9 in connection with a news redeesgarding a Company
presentation at an upcoming retailing conference.

(6) A Current Report on Form 8-K, dated Januarg2@)4, was furnished to the SEC
pursuant to Iltem 9 in connection with a news redgagarding sales results for the
five-week period, 9 weeks and 48 weeks ended Jan2ar2004, new store
openings and discontinuance of monthly sales geelan

(7 A Current Report on Form 8-K, dated Januarp®@)4, was filed with the SEC
pursuant to Item 5 in connection with a news rede@garding the Company’s
pending SEC investigation.

(8) A Current Report on Form 8-K, dated January 284, was filed with the SEC
pursuant to Item 5 in connection with a news rede@garding the Company’s
lawsuit pending in the United States District Colat the Northern District of
Alabama.

SIGNATURES

Pursuant to the requirements of Section 13 or 1&{dhe Securities Exchange Act of 1934, the regigtha



duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized.

DOLLAR GENERAL CORPORATION

Date: March 16, 2004 By: /s/ David A. Perdue

David A. Perdue, Chairman and Chief Executive
Officer

We, the undersigned directors and officers of thgiftrant, hereby severally constitute David A.dR@erand
James J. Hagan, and each of them singly, our trddsavful attorneys with full power to them and lead them to
sign for us, and in our names in the capacitiesatdd below, any and all amendments to this AnRegdort on Form
10-K filed with the Securities and Exchange Cominiss

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpihe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Name Title Date
. Chairman and Chief Executive

/s/ David A. Perdue . o .

v ! Officer (Principal Executive March 16, 2004
DAVID A. PERDUE Officer)

Executive Vice President and March 16, 2004

/sl James J. Hagan Chief Financial Officer
JAMES J. HAGAN (Principal Financial and

Accounting Officer)

/s/ David L. Beré

Director March 16, 2004
DAVID L. BERE
/s/ Dennis C. Bottorff ]

Director March 16, 2004
DENNIS C. BOTTORFF
/s/ Barbara L. Bowles )

Director March 16, 2004
BARBARA L. BOWLES
/sl James L. Clayton )

Director March 16, 2004
JAMES L. CLAYTON
/sl Reginald D. Dickson )

Director March 16, 2004

REGINALD D. DICKSON




E. GORDON GEE Director March __, 2004

/s/ John B. Holland

Director March 16, 2004
JOHN B. HOLLAND
/s/ Barbara M. Knuckles )

Director March 16, 2004
BARBARA M. KNUCKLES
/s/ James D. Robbins )

Director March 16, 2004
JAMES D. ROBBINS
/s/ David M. Wilds )

Director March 16, 2004
DAVID M. WILDS
/s/ William S. Wire, Il Director March 16, 2004
WILLIAM S. WIRE, I
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Amended and Restated Charter

AMENDED AND RESTATED CHARTER
OF
DOLLAR GENERAL CORPORATION

1. The name of the corporation shall be Dollar Gerf@éoaiporation.

2. The corporation is for profit.

3. The duration of the corporation is perpetual.

4. The street address and zip code of the corpotstjsimcipal office in Tennessee will be:
100 Mission Ridge
Goodlettsville, Tennessee 37072
County of Davidson

5. (@ The name of the registered agent is Corporationi@&eCompany.

(b) The street address, zip code and county of theocatipn's registered office and registered &
in Tennessee shall be:

Corporation Service Company
2908 Poston Avenue
Nashville, Tennessee 37203
County of Davidson

6. The corporation is organized to do any and allghkiand to exercise any and all powers, rights
privileges that a corporation may now or herealfterorganized to do or to exercise under the TepeeBsisines
Corporation Act, as amended from time to time.




7. The maximum number of shares of stock the corjfmras authorized to issue is:

@) Five hundred million (500,000,000) shares of commstotk, $.50 par value per share, wl
shall be entitled to one vote per share and, upesohllition of the corporation, shall be entitleddceive the net ass
of the corporation.

(b)  One million seven hundred fifteen thousand sevendhed fortytwo (1,715,742) shares
Series A Convertible Junior Preferred Stock, $.80 yalue per share. The following is a statemédrthe powers
designations, preferences and relative, particigatptional and other special rights of the Sefi€3onvertible Junic
Preferred Stock and the qualifications, limitatiamsl restrictions of the Series A Convertible JuRieferred Stock.

[0] Voting Rights. Each share of Series A Convertible Junior Prefe8tock shall entit
the holder thereof to vote with the holders of shares of Common Stock of the Corporation on attens submitte
to a vote of the holders of the shares of CommartkSof the Corporation and to have the number dév@s suc
holder would have upon conversion of the Seriesof\v@rtible Junior Preferred Stock to Common Stakmvide!
in paragraph (iv)(C)(4). The holders of the SeAeSonvertible Junior Preferred Stock shall votpagately as a cla
only on such matters that require a class votaWy |

(i)  Dividends. Subject to the rights of the holders of any shareany series of preferr
stock ranking superior to the Series A Convertilbl@ior Preferred Stock with respect to dividendtig, holders ¢
Series A Convertible Junior Preferred Stock shallehtitled to receive cash dividends out of furetgally availabl
therefor, if, when and as cash dividends are dedlhy the Board of Directors and paid out of fuledglly availabl
therefor with respect to the Common Stock, in aamh equal to ninety percent (90%) of the dividgadd per shai
of Common Stock times the number of shares of Comr3tock that the holder of the Series A Convestilinio
Preferred Stock would be entitled to receive upmmversion pursuant to paragraph (iv)(C)(4) for eglcare of Serie
A Convertible Junior Preferred Stock then held (tiegating Dividends"). If the Board of Directoshall declare
cash dividend on the Common Stock, the Board oéddars shall simultaneously declare a Participaingdend ot
the Series A Convertible Junior Preferred Stock.

(iii) Liquidation, Merger, Etc.

(A) Inthe event of the voluntary or involuntary ligation, dissolution or windirgp
of the Corporation, after payment in full of all aamts due and owing to creditors and holders oésaprights of an
series or class of preferred stock, if any, thedéd of Series A Convertible Junior Preferred Stelakll first b
entitled, before any distribution is made upon ahgres of Common Stock of the Corporation, to xecaipreferenti
payment from the assets of the Corporation of cagiroperty (to the extent of funds legally avaiatherefor) equi
to $.50 per share (the "Series A Preference Amyuwiit'Series A Convertible Junior Preferred Stoakchsamour
payable with respect to one share of Series A Quible Junior Preferred Stock being sometimes retketo as th
"Series A Liquidation Payment" and with respectaitbshares of Series A Convertible Junior Prefei®¢ock bein
sometimes referred to as the "Series A LiquidaRayments." If upon such liquidation, dissolutionwonding-up of
the Corporation, whether voluntary or involuntatiife assets to be distributed among the holders evlesS #
Convertible Junior Preferred Stock shall be insigfit to permit payment to the holders of SerigSdhvertible Junic
Preferred Stock of the Series A Liquidation Paymgtiien the entire assets of the Corporation teddistribute
shall be distributed ratably among the holderseafes A Convertible Junior Preferred Stock.

(B) Upon any such liguidation, dissolution or winding of the Corporation, after t
holders of Series A Convertible Junior PreferreacBtshall have been paid the Series A Liquidatiagnfents in fu
and the payment of any other distribution that rhayequired with respect to any series of prefestedk that ma
from time to time come into existence ranking opaaity with or senior to the Series A Convertibleibr Preferre
Stock, the remaining net assets of the Corporahail be distributed to the holders of stock ragkiam liquidatiol
junior to the Series A Convertible Junior Prefer8dck. Written notice of such liquidation, disgiodn or windin¢-
up, stating a payment date and, to the extent kntivenamount of the Series A Liquidation Paymemid the plac
where said Series A Liguidation Payments shall &gaple, shall be given by first class mail (postagepaid), b




telecopy, by overnight courier, or by telex, natde¢han ten (10) calendar d
prior to the payment date stated therein, to tHddme of record of the Series A Convertible Jurioeferred Stoc
such notice to be addressed to each such holtles atldress shown on the stock transfer recorttedforporation.

(C) In case outstanding shares of Series A Converilntéor Preferred Stock shall
subdivided (by stock split, stock dividend or othise) into a greater number of shares of SerieAvErtible Junic
Preferred Stock, the relevant Series A Preferenoeuht in effect immediately prior to each such suistn shall
simultaneously with the effectiveness of such swibitin, be proportionately reduced, and, conversilythe cas
outstanding shares of Series A Convertible JuniefdPred Stock shall be combined into a smaller lmemof shares |
Series A Convertible Junior Preferred Stock, tHevant Series A Preference Amount in effect immidiyaprior tc
each such combination, shall, simultaneously Withdffectiveness of such combination, be propoately increased.

(D) Whenever the distribution provided for in this Raeph (iii) shall be payable
property other than cash, the value of such digiob shall be the fair market value of such propas determined
good faith by the Board of Directors of the Corgimma.

(iv) Conversion.

(A) Right of Conversion.At the option of the holder thereof, at any tinodwing
the second anniversary of the date the sharesra@dsS& Convertible Junior Preferred stock are ids(tbe "Initia
Issuance Date"), each share of Series A Convediloiéor Preferred Stock may be converted into shafdully paic
and nonassessable Common Stock at the Conversten&ahereinafter defined), determined as hereinpfovidec
in effect on the date the certificate is surrendef@ conversion. The option to convert shareshaf Series .
Convertible Junior Preferred Stock may be exercisedurrendering to the Corporation or any tranafignt for th
Series A Convertible Junior Preferred Stock théifaeate or certificates for the shares of Serie€énvertible Junic
Preferred Stock so to be converted, with the nabiceonversion on such certificate duly completed @xecutel
Shares shall be deemed to have been converteddiawelg prior to the close of business on the daguorender ¢
such shares in the manner herein prescribed foversion and the person entitled to receive the Comi&tocl
issuable upon such conversion shall be treatedlfgurposes as the record holder of such CommookSis of suc
date. The holder of Series A Convertible Juniaf@&red Stock, upon surrender of such certifickdesonversior
shall not thereafter receive any Participating B&vid except any Participating Dividend for whicle ttecord da
preceded the conversion date and the payment lkialldos subsequent to the conversion date.

(B) Automatic Conversion of Series A Convertible Jurifveferred Stock Upon t
Sale and Transfer Pursuant to a Foreclosure byird Party, Upon Dissolution or Termination of a Het, or Upol
the Merger, Consolidation, Share Exchange of then@ation or Sale of All or Substantially All oféhCorporation
Assets.

(1) Upon the sale and transfer pursuant to a forecdolsya third party (not
include any CTS Shareholder, a direct beneficiag/df the Initial Issuance Date) of the Turner @gih Trust date
January 21, 1980, or a wholly owned entity of ofithe direct beneficiaries) of a security interesshares of Series
Convertible Junior Preferred Stock, such shareSesfes A Convertible Junior Preferred Stock sheallcbnverte
automatically into the number of shares of Commdewocl§ into which such shares of Series A Convertihiaiol
Preferred Stock are then convertible pursuant tad?aph (iv)(C) on the date of such foreclosurénauit any furthe
action by the holder or transferee of such shafr&edes A Convertible Junior Preferred Stock armtiver or not tr
certificates representing such shares are surredderthe Corporation or its transfer agent forSkeees A Convertib
Junior Preferred Stock. In order to receive a ComrStock certificate, the transferee of the shafeSeries /
Convertible Junior Preferred Stock shall surrenddhe Corporation or its transfer agent for theedeA Convertibl
Junior Preferred Stock the certificate or certigsarepresenting such shares properly endorsedconganied k
proper instruments of assignment, duly executedrbgn behalf of the record holder of such certificar certificate:
Certificates representing the shares of CommookStio which such shares of Series A Convertibleidr Preferre
Stock were so converted will be issued as soomaipable.




(2) Except for the distribution of shares of Series An@ertible Junic
Preferred Stock upon the dissolution of the initialder of the Series A Convertible Junior Prefér&ock, upon tt
dissolution or termination of a holder of SeriesGbonvertible Junior Preferred Stock, such shareSaries /
Convertible Junior Preferred Stock held by sucldéokhall be converted automatically into the nunmddeshares ¢
Common Stock into which such shares of Series AvEditle Junior Preferred Stock are then convestglrsuant 1
Paragraph (iv)(C) on the date of such dissolutioteomination without any further action by the del of such shar
of Series A Convertible Junior Preferred Stock avitether or not the certificates representing sutdwres ar
surrendered to the Corporation or its transfer afnthe Series A Convertible Junior Preferredc8toln order t
receive a Common Stock certificate, the distribubealistributees of such shares of Series A Coiblertiunio
Preferred Stock shall surrender to the Corporatioits transfer agent for the Series A Convertibl@ior Preferre
Stock the certificate or certificates represensngh shares accompanied by evidence of the digsolot terminatio
of the record holder of such shares and duly execunstructions for the transfer of such shareertifiate:
representing the shares of Common Stock into whicth shares of Series A Convertible Junior PradeBteck wer
so converted will be issued as soon as practicable.

3) In the event of any merger, consolidation or shexehange of tr
Corporation into or with any other corporation atiy, in which the Corporation is not the survigientity (except fc
purposes of a merger effected exclusively for tingppse of changing the domicile of the Corporatian)sale of all ¢
substantially all of the assets of the Corporatadhputstanding shares of Series A ConvertibldaluRreferred Stoc
shall be automatically converted immediately priorconsummation of such event into the number @fresh o
Common Stock specified in Paragraph (iv)(C)(4) &reliess of the date of such merger, consolidasibare exchanc
sale of all or substantially all of the Corporatgpassets) without any further action by the hotsfesuch shares a
whether or not the certificates representing sineres are surrendered to the Corporation or itstea agent for tt
Series A Convertible Junior Preferred Stock. Tépendresponsible for the receipt of certificatggresenting shares
the Corporation's Common Stock and the payment istriltution of the consideration to be received tg
shareholders of the Corporation in such mergersalaation or share exchange shall be instructeddeive and tre
certificates representing the Series A Convertiblmior Preferred Stock as if such certificates esented tF
applicable number of shares of Common Stock. traasaction involving the sale of all or substdhtiall of the
assets of the Corporation, certificates represgnsimares of Series A Convertible Junior PreferramtiSshall b
treated as set forth in subparagraphs (1) ando@)ea

(C) Conversion Rate.The number of shares of Common Stock issuable
conversion of each share of Series A ConvertibleaduPreferred Stock (the "Conversion Rate") sballas follows
subject to adjustment as provided in paragrapliHjv)

(1) From the Initial Issuance Date through the thirdiegrsary date there
one share of the Series A Convertible Junior PredeBtock shall be convertible into 4.5 shares@h@on Stock;

(2) From the day following the third anniversary dafdlee Initial Issuanc
Date through the fourth anniversary date thered, share of the Series A Convertible Junior Preée8tock shall k
convertible into a 4.625 shares of Common Stock;

3) From the day following the fourth anniversary datehe Initial Issuanc
Date through the fifth anniversary date thereof share of the Series A Convertible Junior Prefe8tock shall k
convertible into 4.75 shares of Common Stock; and

(4)  After the fifth anniversary date of the Initial iEnce Date, one share
the Series A Convertible Junior Preferred Stocl flgaconvertible into 5.0 shares of Common Stock.

(D) No Fractional Shares to be Issuddo fractional shares of Common Stock
scrip representing fractional shares shall be dsymn the conversion of the Series A Convertibieial Preferre
Stock. If more than one share of Series A Conuertibnior Preferred Stock shall be surrendereddorersion at or
time by the same holder, the number of full sharbgh shall be issuable upon conversion thereoll lieacompute




on the basis of the aggregate number of Series Av&tible Junior Preferre
Stock so surrendered. Instead of any fractionateshaf Common Stock which would otherwise be iskuaipor
conversion of any share or shares of SerieSofavertible Junior Preferred Stock, the Corporasball pay a ca:
adjustment in respect of such fraction based orainealue of such share.

(E) Extraordinary Event.

Q) Upon the occurrence of an Extraordinary Common ISteent (define
below), the holders of the Series A ConvertibleiduiPreferred Stock shall participate in any suctir&rdinan
Common Stock Event at the rate equal to the theticaple conversion rate as set forth in paragr@pitC)(4) for
each share of Series A Convertible Junior Prefe@tedk. An "Extraordinary Common Stock Event" $ima¢an (a
the issuance of additional shares of Common Steck @dividend or other distribution on outstandirgnnon Stocl
(b) a stock split or subdivision of outstanding rehaf Common Stock into a greater number of shaf6Sommor
Stock, or (c) a reverse stock split or combinatdroutstanding shares of Common Stock into a smallkenber o
shares of Common Stock.

(2) Upon the occurrence of a Recapitalization (definsglow) of the
Corporation or the payment of a special dividerefingd herein as a cash dividend other than a aeg@riodic cas
dividend paid in an amount exceeding 200% of arshadividend paid per share within the immediataigcpding
fiscal year (a "Special Dividend"), the holderstiogé Series A Convertible Junior Preferred Stockl gfaticipate ir
any such Recapitalization or Special Dividend wiite Common Stock on an as converted basis as deégtrat th
then applicable conversion rate set forth in paplr(iv)(C)(4) for each share of Series A Convégtilunior Preferre
Stock. Recapitalization is defined herein as agpapitalization, reorganization or reclassificatminthe Commo
Stock of the Corporation.

(F) Adjustment to Conversion RateUpon the occurrence of an Extraordir
Common Stock Event as defined in (iv)(E)(1), thevant Conversion Rates set forth in ParagrapliGvibove she
be proportionately increased or decreased accdyding

(G) Corporation Will Reserve Stock for Conversioithe Corporation shall at
times reserve and keep available out of its autedriCommon Stock, solely for the purpose of isseiamgor
conversion of the Series A Convertible Junior Rrefd Stock as herein provided, such number of shaff€ommo
Stock as shall then be issuable upon the convedfiah outstanding Series A Convertible Juniorf@ned Stock. A

shares of Common Stock which shall be so issudia# e duly authorized and, when issued upon amnwe of the
Series A Convertible Junior Preferred Stock, shalalidly issued, fully paid and nonassessable.

(H) No Charge for ConversionThe issuance of certificates for shares of Con
Stock upon the conversion of any shares of theeSeki Convertible Junior Preferred Stock shall belenaithou
charge to the converting holder of the Series Avedible Junior Preferred Stock for such certifisatand suc
certificates shall be issued in the name of, osuich names as may be directed by, the holder ofStres /
Convertible Junior Preferred Stogkovided, however that the Corporation shall not be required to gay taxes ¢
other governmental charges which may be payabtespect of any transfer involved in the issuanak delivery o
any such certificate in a name other than thahefrecord holder of the Series A Convertible JuRiaferred Stoc
and the Corporation shall not be required to issuéeliver such certificates unless or until thespa or persor
requesting the issuance thereof shall have paiget@€orporation the amount of such tax or otheregowmental chare
or shall have established to the satisfaction @f@brporation that such tax or other governmerttatge has been pi
or provided for. The Corporation may also requa®.a condition to the issuance and delivery ofsargh certificate
an opinion of counsel acceptable to the Corporatmrhe effect that the proposed transfer (as ahdev unde
Paragraph (vii) hereof) either does not requirasteafion, or that an exemption from registratisnavailable, und
federal or any applicable state securities law.




(v)  Ranking. The Series A Convertible Junior Preferred Stocklglank junior to all othe
series or classes of preferred stock of the Cotjoora

(vi)  No Redemption.The shares of Series A Convertible Junior PrefieS®ck shall not t
redeemable at the option of the holder or the Gartpm.

(vii)  Transferability. Except for the distribution of shares of SeriesCAnvertible Junic
Preferred Stock upon the dissolution of the inti@lder of the Series A Convertible Junior Prefeii&ock, the holde
of the shares of Series A Convertible Junior PreteStock may not sell, exchange, give, devisetlueravise dispos
of, either voluntarily or involuntarily, or by opaion of law (including a transfer pursuant to e¢afle distributio
proceedings) any of the shares of Series A Corlerfiunior Preferred Stock; provided, however, thatholders ¢
the Series A Convertible Junior Preferred Stock meant a security interest therein and providedhgmr that th
shares of Series A Convertible Junior Preferred¢iSinay be transferred to one or more of the origistributees ¢
the original holder thereof or to one or more daf thirect beneficiaries (as of the Initial Issuabzde) of the Turne
Children Trust dated January 21, 1980.

(viii) Right of First Refusal Upon Foreclosure, Dissolntad a Holder or Following the De:

of a Holder.

(A) In the event of an automatic conversion of shafeSevies A Convertible Juni
Preferred Stock into shares of Common Stock putstioatihhe provisions of Paragraph (iv)(B)(1) herasfa result «
the sale and transfer pursuant to a foreclosure ltird party (not to include any CTS Shareholdery direc
beneficiary of the Turner Children Trust dated Jagu2l, 1980, or a wholly owned entity of one o€ tHirec
beneficiaries any entity affiliated with such per&) or entity) of a security interest in such sisarthe Corporatic
shall have the right of first refusal to purchasehs shares of Common Stock. The holder of shafeSedes #
Convertible Junior Preferred Stock that are theesiilof a foreclosure proceeding shall give thepgdoation thirty (30
days' prior written notice (the "Foreclosure Not)cef such pending foreclosure proceeding. TheeElmsure Notic
shall state the name, address and telephone nuofbéine party instituting the foreclosure proceedin(he
"Foreclosing Party") as well as the scheduled dditéoreclosure. During the period following thece@pt of the
Foreclosure Notice and prior to the consummatiothefforeclosure, the Corporation may elect to pase the shar
of Common Stock issuable upon the automatic comerBy giving the Foreclosing Party written notipgor tc
foreclosure of its intent to purchase such shanglsstating the date (the "Closing Date") that spatchase shall |
consummated, which shall be a date within ten ¢i@ndar days of the sale and transfer pursuathietéoreclosurt
The purchase price per share for the shares ofn@omntock to be purchased shall be the closing m@te of th
Common Stock on the last trading day precedingGtosing Date as quoted on any national securitiebange o
which the Corporation's Common Stock is listed, Tdre Nasdag National Market, or, if price quotatidos the
Common Stock are not available on any such natisealrities exchange or The Nasdaq National Matketmea
between the closing bid and asked price of the Com®tock on the ovehe-counter market as reported by
National Quotation Bureau, Incorporated, or, iflnd quotation is available on the o-the-counter market, the f:
value of such Common Stock as determined in goitid i the Board of Directors.

(B) In the event of an automatic conversion of shafeSevies A Convertible Juni
Preferred Stock into shares of Common Stock putsigatihe provisions of paragraph (iv)(B)(2) heresfa result «
the termination or dissolution of the holder of i€srA Convertible Junior Preferred Stock, the Coaion shall hav
the right of first refusal to purchase such shaf€gSommon Stock. The holder of shares of Seri€Avertible Junic
Preferred Stock shall give the Corporation third@)(days' prior written notice (the "Dissolution tide") of sucl
pending dissolution. The Dissolution Notice shstlite the scheduled date of termination or disswiutDuring the
period following receipt of the Dissolution Notie&d prior to consummation of such termination @sdiution, th
Corporation may elect to purchase the shares offmmStock, issuable upon the automatic conversyogiving the
holder written notice prior to termination or dikgen of its intent to purchase such shares aatingf the date (tt
"Closing Date") that such purchase shall be consated) which shall be a date within ten (10) calert#gys of th
termination or dissolution. The purchase price gf@are for the shares of Common Stock to be puechbsreund:




shall be the same as set forth in Paragraph @&jigbove.

(C) In the event of the death of a holder of Series gnertible Junior Preferr:
Stock, the subsequent conversion thereof, if agythe estate (the "Estate") of such holder of sskhres int
Common Stock and any proposed sale of all or dgmothereof by the Estate, the Corporation shalehthe right ¢
first refusal to purchase such shares of CommoonkStom the Estate. The Estate shall give the G@toon thirty
(30) days' prior written notice of its intent talsal or a portion of the underlying Common Sto@k if previously
converted, notice of its intent to sell) stating throposed sale date. During such thiléy period following notice
the Estate's intentions to sell all or a portiorthef underlying Common Stock, the Corporation mlagteo purchas
such shares of Common Stock by giving the estatiéewrnotice prior to the sale date of its intemfpurchase su
shares and stating the date that such purchadebshabnsummated, which date shall be within téd) lays of th
requested date of conversion or sale if previoasiyverted. The purchase price per share shaleterrdined as s
forth in Paragraph (viii)(A) above.

(ix)  Notices of Record Daten the event of:

(A) any taking by the Corporation of a record of thé&dbos of any class of securit
for the purpose of determining the holders thevgod are entitled to receive any dividend or othstridbution, or an
right to subscribe for, purchase or otherwise aegainy share of stock of any class or any othairgess or propert)
or to receive any other right; or

(B) any recapitalization of the Corporation, any resifasation of the capital stock
the Corporation, any merger or consolidation of @weporation, or any transfer of all or substahtiall of the asse
of the Corporation to any other corporation, or ather entity or person; or

(C) any voluntary or involuntary dissolution, liquidat or windingup of the
Corporation; then and in each such event the Catior shall mail or cause to be mailed to each drotd Series |,
Convertible Junior Preferred Stock a notice spéuify1) the date on which any such record is tddken for th
purpose of such dividend, distribution or right andescription of such dividend, distribution ayhi, (2) the date ¢
which any such reorganization, reclassificatiooapatalization, transfer, consolidation, mergessdiution, liquidatio
or windingup is expected to become effective and (3) the,timany, that is to be fixed, as to when the hodde
record of Common Stock (or other securities) farusies or other property deliverable upon sucbrganizatior
reclassification, recapitalization, transfer, cdig®dion, merger, dissolution, liquidation or windtup. Such notic
shall be sent by first class mail (postage prepad)oy telecopy or overnight courier or by telex,least ten (1(
calendar days prior to the date specified in suatlce on which such action is to be taken.

(xX) Status of Converted Series A Convertible Juniefd?red Stock.No share(s) of Series
Convertible Junior Preferred Stock acquired byGleeporation by reason of repurchase, conversiastl@rwise sha
be reissued as Series A Convertible Junior Prefe8teck, and all such acquired shares shall (IQdneeled, retire
and eliminated from the Series A Convertible Jurioeferred Stock and (2) shall become authorizet uarissue
shares of the Corporation's undesignated prefesteck set forth in Paragraph (c) of Article 7 oé tGorporation
Charter, as amended. No further corporate actiothbyCorporation shall be necessary to reduce titleoazec
number of shares of the Series A Convertible JuRreferred Stock solely as a result of the congarsf shares of ti
Series A Convertible Junior Preferred Stock.

(©) Ten million (10,000,000) shares of preferred stoukpar value per share. Shares of prefi
stock may be issued from time to time in one oramasses or series, each such class or seriesso designated
to distinguish the shares thereof from the shafedl other classes and series. The Board of Boreds hereby vest
with the authority to divide preferred stock inttasses or series and to fix and determine theivelaights
preferences, qualifications, and limitations of #heres of any class or series so established.

(d) Series B Junior Participating Preferred Stodursuant to the authority vested in the Boal
Directors in accordance with the provisions of thricle 7 of the Charter, the Board of Directoised hereby crea




authorize and provide for the issuance of the Sd8idunior Participating Preferred Stock ot
the class of 10,000,000 shares of preferred staokng the voting powers, designation, relativetipigating, optione
and other special rights, preferences, and guatifins, limitations and restrictions thereof that set forth as follows:

[0] Designation and AmountThe shares of such series shall be designateccresS
Junior Participating Preferred Stock ("Series Bfétred Stock™) and the number of shares constijutinch series sh
be 5,000,000. Such number of shares may be adjbgtappropriate action of the Board of Directors.

(ii)  Dividends and DistributionsSubject to the prior and superior rights of thédbos o
any shares of any other series of preferred stoeky other shares of preferred stock of the carpmm ranking pric
and superior to the shares of Series B PreferredkSwith respect to dividends, each holder of onelundredtl
(1/100) of a share (a "Unit") of Series B Prefer&dck shall be entitled to receive, when, as amtk¢lared by th
Board of Directors out of funds legally availabte that purpose, dividends at the same rate adatidis are paid wi
respect to the common stock. In the event thattnporation shall at any time after February 210@Qhe "Right
Dividend Declaration Date") (1) declare or pay aiwidend on outstanding shares of common stocklgayia share
of common stock; (2) subdivide outstanding shafesoonmon stock; or (3) combine outstanding shafesommor
stock into a smaller number of shares, then in eadh case the amount to which the holder of a binieries |
Preferred Stock was entitled immediately prior tiehs event pursuant to the preceding sentence Ishadjusted &
multiplying such amount by a fraction the numeratbwhich shall be the number of shares of commoaoksthat ar
outstanding immediately after such event and tm®uohgnator of which shall be the number of sharesomimon stoc
that were outstanding immediately prior to suchnéve

(iii) Voting Rights. The holders of Units of Series B Preferred StdeMIhave the followin

voting rights:

(A)  Subject to the provision for adjustment hereinadttrforth, each Unit of Series
Preferred Stock shall entitle the holder thereafrie vote on all matters submitted to a vote ofsti@reholders of tl
corporation. In the event the corporation shalhmt time after the Rights Dividend Declaration é©t) declare ar
dividend on outstanding shares of common stock gayia shares of common stock; (2) subdivide outditey share
of common stock; or (3) combine the outstandingeshaf common stock into a smaller number of shdhes in eac
such case the number of votes per Unit to whichdrsl of Units of Series B Preferred Stock weretledtimmediatel
prior to such event shall be adjusted by multiglysuch number by a fraction the numerator of wtskhll be th
number of shares of common stock that are outgigndimediately after such event and the denominattavhicl
shall be the number of shares of common stockvibad outstanding immediately prior to such event.

(B) Except as otherwise provided herein or by law,hbkelers of Units of Series
Preferred Stock and the holders of shares of constamk shall vote together as one class on allersaubmitted to
vote of shareholders of the corporation.

(C) Except as set forth herein or required by law, éddof Units of Series
Preferred Stock shall have no special voting rigimd their consent shall not be required (excegtdécextent they a
entitled to vote with holders of shares of commimtls as set forth herein) for the taking of anypowate action.

(iv) Reacquired SharesAny Units of Series B Preferred Stock purchasedothrerwise
acquired by the corporation in any manner whatsoshall be retired and cancelled promptly after aleguisitior
thereof. All such Units shall, upon their cancidla, become authorized but unissued Units of SeliePreferre
Stock to be created by resolution or resolutionthefBoard of Directors, subject to the conditiansl restrictions ¢
issuance set forth herein.

(v)  Liquidation. Upon any liquidation, dissolution or winding uptb® corporation, wheth
voluntary or involuntary, the holders of Units oérig#s B Preferred Stock shall be entitled to sharany asse
remaining ratably with the holders of the commarckt In the event the corporation shall at anyetafter the Righ
Dividend Declaration Date (1) increase by way otktsplit or similar transaction the number of tansling shares




common stock; (2) subdivide the outstanding shafe®mmon stock; or (3) combine
outstanding shares of common stock into a smallenber of shares, then in each such case the aggrag@unt t
which holders of Units of Series B Preferred Staake entitled prior to such event shall be adjustgdnultiplying
such amount by a fraction, the numerator of whiwdlldbe the number of shares of common stock tleabatstandin
immediately after such event and the denominatavto€h shall be the number of shares of commonkstioat wer:
outstanding immediately prior to such event.

(vi) Share Exchange, Merger, Etdn case the corporation shall enter into any ¢
exchange, merger, combination or other transadtiowhich the shares of common stock are exchangedor
converted into other stock or securities, cash andhy other property, then in any such case UgiitSeries |
Preferred Stock shall at the same time be similexishanged for or converted into an amount per ($uibject to th
provision for adjustment hereinafter set forth) @&do the aggregate amount of stock, securities) eamd/or any oth
property (payable in kind), as the case may be, wtiich or for which each share of common stockasverted c
exchanged. In the event the corporation shalhgtteme after the Rights Dividend Declaration Dét¢ declare ar
dividend on outstanding shares of common stocklgayia shares of common stock; (2) subdivide outditey share
of common stock; or (3) combine outstanding shafesommon stock into a smaller number of shares ih eac
such case the amount set forth in the immediatedgquling sentence with respect to the exchangerorecsion ¢
Units of Series B Preferred Stock shall be adjustednultiplying such amount by a fraction the nuater of whict
shall be the number of shares of common stockatebutstanding immediately after such event ardidnominatc
of which shall be the number of shares of commonksthat were outstanding immediately prior to seeant.

(vi) RedemptionThe Units of Series B Preferred Stock shall notdokemable at the opti
of the corporation or any holder thereof. Notwimgling the foregoing sentence of this Sectioncth@oration ma
acquire Units of Series B Preferred Stock in aiyeptmanner permitted by law and the Charter or Bylaf the

corporation.

(vii) Ranking.The Units of Series B Preferred Stock shall ramkguto all other series of t
preferred stock and to any other class of prefestedk that hereafter may be issued by the conporats to th
payment of dividends and the distribution of asaatéess the terms of any such series or clasEmioaide otherwise

(ix) Amendment.The Charter, including without limitation the preians hereof, shall n
hereafter be amended, either directly or indireatlythrough merger or share exchange with anatbgyoration, ii
any manner that would alter or change the poweedeences or special rights of the Series B Predlebtock so as
affect the holders thereof adversely without tHeraktive vote of the holders of a majority or marethe outstandir
Units of Series B Preferred Stock, voting sepayadsla class.

(xX) Fractional Shared.he Series B Preferred Stock may be issued in Wnitgher fraction
of a share, which Units or fractions shall entitie holder, in proportion to such holder's fracsibshares, to exerci
voting rights, receive dividends, participate istdbutions and to have the benefit of all othghts of holders ¢
Series B Preferred Stock.

8. The shareholders of the corporation shall not meemptive rights.

9. All corporate powers shall be exercised by or uriderauthority of, and the business and affairthe
corporation shall be managed under the directioma @&oard of Directors. A director shall hold o#iuntil the annu
meeting of shareholders for the year in which liker term expires and until his or her succeskall be elected ar
shall qualify; subject, however, to prior deathsigaation, retirement, disqualification, or remo¥am office. Any
vacancy on the Board of Directors, including a vagathat results from an increase in the numbatigctors or
vacancy that results from the removal of a direatibn cause, may be filled only by the Board ofd®itors.

Any director may be removed from office but only fuse and only by (a) the affirmative vote of
holders of a majority of the voting power of theasts entitled to vote in the election of direct@ensidered for th
purpose as one class, unless a vote of a sped¢iag\group is otherwise required by law, or (b) #ffrmative vote c




a majority of the entire Board of Directors theroifice.

Notwithstanding the foregoing, whenever the hold#grany one or more classes or series of Pret
Stock issued by the corporation shall have thet rigbting separately by class or series, to el@ectbrs at an annt
or special meeting of shareholders, the electiemmtof office, filling of vacancies, and other feas of suc
directorships shall be governed by the terms af @harter applicable thereto.

Notwithstanding any other provision of this Chartbe affirmative vote of holders of twthirds of the
voting power of the shares entitled to vote atlant®n of directors shall be required to amentirathange or repe
or to adopt any provisions as part of this Chaoteas part of the corporation's Bylaws inconsisteitih the purpos
and intent of this Article 9.

10. To the fullest extent permitted by the Tennessesiri®ss Corporation Act as in effect on the
hereof, and as hereafter amended from time to tnwrector of the corporation shall not be liatilghe corporatio
or its shareholders for monetary damages for bredchiduciary duty as a director. If the Tennesdtgsines
Corporation Act or any successor statute is ameradiesdl adoption of this provision to authorize amgte actio
further eliminating or limiting the personal liaibyl of directors, then the liability of a directof the corporation sh:
be eliminated or limited to the fullest extent péted by the Tennessee Business Corporation Adoasnended fro
time to time, or such successor statute. Any Hdepeanodification of this Article 10 by the shardtiers of thi
corporation shall not affect adversely any righpastection of a director of the corporation exigtat the time of sus
repeal or modification or with respect to eventsusdng prior to such time.

11. The corporation shall indemnify every person whorisvas a party or is or was threatened to be ra
party to any action, suit, or proceeding, whetheil,acriminal, administrative, or investigativeylreason of the fa
that he or she is or was a director or officersoon was serving at the request of the corporaisa director, office
employee, agent, or trustee of another corporaiioof a partnership, joint venture, trust, employemefit plan, ¢
other enterprise, including service on a commifimened for any purpose (and, in each case, hiseorheirs
executors, and administrators), against all expdiad®lity, and loss (including counsel fees, judgnts, fines, ERIS
excise taxes, penalties, and amounts paid in s&t® actually and reasonably incurred or suffémetbnnection wit
such action, suit, or proceeding, to the fullesepkpermitted by applicable law, as in effect ba tlate hereof and
hereafter amended. Such indemnification may ireldivancement of expenses in advance of final slispo of sucl
action, suit, or proceeding, subject to the prawisif any applicable statute.

The indemnification and advancement of expenseagioms of this Article 11 shall not be exclusivk
any other right that any person (and his or hershekecutors, and administrators) may have oralfiereacquire und
any statute, this Charter, the corporation's Bylawsolution adopted by the shareholders, resoluopted by tf
Board of Directors, agreement, or insurance, pwetidy the corporation or otherwise, both as tmacdh his or he
official capacity and as to action in another cayac The corporation is hereby authorized to pdevifol
indemnification and advancement of expenses thraisgBylaws, resolution of shareholders, resolutidrihe Boar:
of Directors, or agreement, in addition to thatyided by this Charter.

12. The corporation shall hold a special meeting ofalhalders only in the event of (a) a call of theaR®
of Directors of the corporation or the officersharized to do so by the Bylaws of the corporatmm(b) the holders
at least twenty percent of all the votes entitledhe cast on any issue proposed to be considetbd atoposed spec
meeting sign, date, and deliver to the corporadigacretary one or more written demands for theingedescribins
the purpose or purposes for which it is to be helich shall be held upon the call of the Boardotctors.

Notwithstanding any other provision of this Chartée affirmative vote of holders of twhirds of the
voting power of the shares entitled to vote atlant®n of directors shall be required to amentkrathange or repe
or to adopt any provisions as part of this Chaoteas part of the corporation's Bylaws inconsisteitih the purpos
and intent of this Article 12.

13. The name and address of the Incorporator is:




Howard H. Lamar |lI
2700 First American Center
Nashville, Tennessee 3722800

EXECUTION COUNTERPART

FIRST AMENDMENT TO 3 -YEAR
REVOLVING CREDIT AGREEMENT

THIS FIRST AMENDMENT TO 3 -YEAR REVOLVING CREDIT AGREEMENT (this* Amendment’),
is made and entered into as of Decembet™22003 by and among DOLLAR GENERAL CORPORATIOM
Tennessee corporation (theBorrower "), the several banks and other financial institutifrosn time to time part
hereto (collectively, thé Lenders”), SUNTRUST BANK, in its capacities as Issuing Banke(t Issuing Bank”),
Administrative Agent (thé Administrative Agent’), and Collateral Agent (tht Collateral Agent”) for the Lender:
CREDIT SUISSE FIRST BOSTON, as Syndication Agent foe Lenders (thé' Syndication Agent”), anc
KEYBANK NATIONAL ASSOCIATION and U.S. BANK NATIONAL ASSOCIATION, as Cdocumentatio
Agents for the Lenders (tfeCo-Documentation Agents).

WITNESSETH:

WHEREAS, the Borrower, the Lenders and the Admiaiste Agent are parties to a certakY8ar Revolvint
Credit Agreement, dated as of June 21, 2002 (asmdede restated, supplemented or otherwise modif@d time tc
time, the" Credit Agreement’; capitalized terms used herein and not otherwisenelgfshall have the meanir
assigned to such terms in the Credit Agreementisuyaut to which the Lenders have made certain €iad
accommodations available to the Borrower;

WHEREAS, the Borrower has requested that the Lenalerend certain provisions of the Credit Agreenaen
subject to the terms and conditions hereof, thedkenare willing to do so;

NOW, THEREFORE, for good and valuable consideratiie sufficiency and receipt of all of which
acknowledged, the Borrower, the Lenders and theiAdimative Agent agree as follows:

1. Amendments.

(a) Section 1.1 of the Credit Agreement is heraimended by replacing the definitions“@iC Commitment
and“ Permitted Investmentsn their entirety with the following definitions:

“ LC Commitment” shall mean that portion of the Aggregate RevolMmmmitment Amount
that may be used by the Borrower for the issuamdestiers of Credit in an aggregate face amount not
to exceed $50,000,000

“ Permitted Investment$ shall mean:

(i) direct obligations of, or obligations the prindipaf and interest on which are
unconditionally guaranteed by, the United States g any agency thereof to the extent such
obligations are backed by the full faith and credithe United States), in each case maturing witime
year from the date of acquisition thereof;




(i)  commercial paper having the highest rating, atithe of acquisition thereof, of S&P or
Moody's and in either case maturing within six morftoen the date of acquisition thereof;

(iii) certificates of deposit, bankém@cceptances and time deposits maturing within 286 d
of the date of acquisition thereof issued or guiech by or placed with, and money market deposit
accounts issued or offered by, any domestic offfceny commercial bank organized under the laws of
the United States or any state thereof which hammbined capital and surplus and undivided prafits
not less than $500,000,000;

(iv)  fully collateralized repurchase agreements witteran of not more than 30 days for
securities described in clause (i) above and ethtete with a financial institution satisfying tlogiteria
described in clause (iii) above;

) mutual funds investing solely in any one or mdir¢he Permitted Investments described
in clauses (i) through (iv) above,;

(vi)  money market funds having the highest rating ki IS&P and Moodys; and

(vi) tax exempt bonds having the highest rating by IS8 and Moodys and maturing or
having a rate reset date at or within 35 days efttguisition thereof.

(b) Section 6.5 of the Credit Agreement is herabmended by replacing such Section in its entiréti the
following:

Section 6.5. Capital Expenditures . The Borrower and its Subsidiaries will not, on a
consolidated basis, make Capital Expenditures oegx of $200,000,000 for the Fiscal Year ending
January 31, 2004, $300,000,000 for the Fiscal ¥eaing January 31, 2005 and $200,000,000 during
any Fiscal Year thereafteprovided, however, the foregoing covenants set forth in tRisction 6.5
shall not be deemed to be in effect or be appleablsuch times as the Borrower shall have maiedain
at such time, for a period of at least 90 conseeutiays ending as of such time, a Mo@dRating of
Baa3 or higher and a S&P Rating of BB# higher.

2. Conditions to Effectiveness of this Amendment Notwithstanding any other provision of this
Amendment and without affecting in any manner tights of the Lenders hereunder, it is understoadl an
agreed that this Amendment shall not become efiectand the Borrower shall have no rights undes thi
Amendment, until the Administrative Agent shall baeceived (i) reimbursement or payment of its Tastd
expenses incurred in connection with this Amendn@nthe Credit Agreement (including reasonable ,fees
charges and disbursements of King & Spalding Lldunsel to the Administrative Agent), and (ii) exescl
counterparts to this Amendment from the Borrowacheof the Guarantors and the Lenders;

3. Representations and Warranties. To induce the Lenders and the Administrative Agent
enter into this Amendment, each Loan Party herepyaisents and warrants to the Lenders and the Alggnt

(@  The execution, delivery and performance by suchnlLBarty of this Amendment (i) are within si
Loan Partys power and authority; (ii) have been duly autrextiby all necessary corporate and shareholdemagiiip
are not in contravention of any provision of sucbah Partis certificate of incorporation or bylaws or ot
organizational documents; (iv) do not violate aaw |lor regulation, or any order or decree of any €oemente
Authority; (v) do not conflict with or result in ¢hbreach or termination of, constitute a defauttarror accelerate a
performance required by, any indenture, mortgageddf trust, lease, agreement or other instrurtmenthich suc
Loan Party or any of its Subsidiaries is a partypprwhich such Loan Party or any such Subsidiaramy of thei
respective property is bound; (vi) do not resulthe creation or imposition of any Lien upon anytleé property ¢
such Loan Party or any of its Subsidiaries; and) @ not require the consent or approval of anw&pmente
Authority or any other person;




(b) This Amendment has been duly executed and delivienethe benefit of or on behalf of each Li
Party and constitutes a legal, valid and bindinligabion of each Loan Party, enforceable againshdipan Party i
accordance with its terms except as the enforagabéreof may be limited by bankruptcy, insolvenmorganizatior
moratorium and other laws affecting creditarghts and remedies in general; and

(c)  After giving effect to this Amendment, the repres¢ions and warranties contained in the C
Agreement and the other Loan Documents are truecar@ct in all material respects, and no DefaulEwent o
Default has occurred and is continuing as of the Hareof.

4. Reaffirmations and Acknowledgments.

(@) Reaffirmation of Guaranty Each Guarantor acknowledges and agrees to rims t&f this Amendme
and jointly and severally ratifies and confirms teems of the Guaranty Agreement with respect &ittdebtedne:
now or hereafter outstanding under the Credit Age® as amended hereby and all promissory notesc
thereunder. Each Guarantor acknowledges that, tiwtanding anything to the contrary contained Imepgiin an
other document evidencing any indebtedness of treoier to the Lenders or any other obligationhaf Borrower, ¢
any actions now or hereafter taken by the Lendats wespect to any obligation of the Borrower, Bearant
Agreement (i) is and shall continue to be a primaipligation of the Guarantors, (ii) is and shalhtioue to be a
absolute, unconditional, joint and several, contiguand irrevocable guaranty of payment, and (8i)and sha
continue to be in full force and effect in accorcwith its terms. Nothing contained herein to tomtrary sha
release, discharge, modify, change or affect tiwenai liability of the Guarantors under the GudyaAgreement.

(b) Acknowledgment of Perfection of Security Interefach Loan Party hereby acknowledges that,
the date hereof, the security interests and lieantgd to the Administrative Agent and the Lenderder the Crec
Agreement and the other Loan Documents are inféude and effect, are properly perfected and afere@able i
accordance with the terms of the Credit Agreemadtthe other Loan Documents.

S. Effect of Amendment. Except as set forth expressly herein, all teahshe Credit Agreement,
amended hereby, and the other Loan Documents lsthahd remain in full force and effect and shahlstiute thi
legal, valid, binding and enforceable obligatiorigh® Borrower to the Lenders and the AdministeatAgent. Th
execution, delivery and effectiveness of this Anmaadt shall not, except as expressly provided heoperate as
waiver of any right, power or remedy of the Lendargler the Credit Agreement, nor constitute a waofeany
provision of the Credit Agreement. This Amendmsimall constitute a Loan Document for all purposethe Credi

Agreement.

6. Governing Law . This Amendment shall be governed by, and condtineaccordance with, t
internal laws of the State of Georgia and all agllle federal laws of the United States of America.

7. No Novation. This Amendment is not intended by the partiesepodamd shall not be construed to k
novation of the Credit Agreement or an accord ai$faction in regard thereto.

8. Costs and Expenses The Borrower agrees to pay on demand all costs expenses of t
Administrative Agent in connection with the pregara, execution and delivery of this Amendment, ludking,
without limitation, the reasonable fees and-olipocket expenses of outside counsel for the Adnmatise Agent witl
respect thereto.

9. Counterparts . This Amendment may be executed by one or moreeop#ities hereto in any hum
of separate counterparts, each of which shall kendd an original and all of which, taken togetshall be deemed
constitute one and the same instrument. Delivdrnaro executed counterpart of this Amendment by ifaites
transmission or by electronic mail in pdf form dhad as effective as delivery of a manually exeduteunterpa
hereof.




10. Binding Nature . This Amendment shall be binding upon and inurthtobenefit of the parties here
their respective successors, succesgntiles, and assigns.

11. Entire Understanding . This Amendment sets forth the entire understandfrthe parties with respe
to the matters set forth herein, and shall superseg prior negotiations or agreements, whethettemrior oral, witl
respect thereto.
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IN WITNESS WHEREOF, the parties hereto have caubésl Amendment to be duly executed by t
respective authorized officers as of the day arat fiest above written.

BORROWER:
DOLLAR GENERAL CORPORATION
By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

GUARANTORS:

DOLLAR GENERAL FINANCIAL, INC.
(a Tennessee corporation)

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

DADE LEASE MANAGEMENT, INC.
(a Delaware corporation)

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

DOLGENCORP, INC.
(a Kentucky corporation)



By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLGENCORP OF NEW YORK, INC.
(a Kentucky corporation)

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLGENCORP OF TEXAS, INC.
(a Kentucky corporation)

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DG LOGISTICS, LLC
(a Tennessee limited liability company)

By: Dolgencorp, Inc., Sole Member

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLLAR GENERAL STORES, LTD.
(a Kentucky general partnership)

By: Dolgencorp., Inc., General Partner

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DGC PROPERTIES OF KENTUCKY LLC
(a Delaware limited liability company)

By: Dollar General Partners, a Kentucky partngrshi



Sole Member

By: Dolgencorp., Inc., General Partner

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

By: Dolgencorp., Inc., General Partner

By: /sl Wade Smith

Name: Wade Smith
Title: Treasurer

By: Dollar General Financial, Inc., General Partn

By: /sl Wade Smith

Name: Wade Smith
Title: Treasurer

LONESTAR ADMINISTRATIVE SERVICES, INC.

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLLAR GENERAL INVESTMENT, INC.
(a Delaware corporation)

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DGC PROPERTIES LLC
(a Delaware limited liability company)

By: Dolgencorp., Inc., Sole Member

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLLAR GENERAL PARTNERS



(a Kentucky general partnership)

By: Dolgencorp., Inc., General Partner

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

By: Dade Lease Management, Inc., General Partner

By: /s/ Wade Smith

Name: Wade Smith
Title: Treasurer

By: Dollar General Financial, Inc., General Partne

By: /sl Wade Smith

Name: Wade Smith
Title: Treasurer

NATIONS TITLE COMPANY, INC.
(a Tennessee corporation)

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

DOLLAR GENERAL INTELLECTUAL PROPERTY,
L.P.
(a Vermont limited partnership)

By: Dade Lease Management, Inc., General Partner

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer

GREATER CUMBERLAND INSURANCE
COMPANY
(a Vermont corporation)

By: /sl Wade Smith

Name: Wade Smith
Title:  Treasurer



LENDERS:
SUNTRUST BANK

as Administrative Agent, as Issuing Bank, as Svifreg!
Lender, and as a Lender

By: Is/ Scott Corley

Name: Scott Corley
Title:  Managing Director

CREDIT SUISSE FIRST BOSTON, Acting Through
its Cayman Islands Branch, as Syndication Agent and
as a Lender

By: /s/ Bill O’'Daley

Name: Bill O’Daley
Title:  Director

By: /sl Cassandra Droogan

Name: Cassandra Droogan
Title: Associate

U.S. BANK NATIONAL ASSOCIATION, as Co-
Documentation Agent and as a Lender

By: /sl Russell Rogers

Name: Russell Rogers
Title:  Vice President

KEYBANK NATIONAL ASSOCIATION, as Co-
Documentation Agent and as a Lender

By: /sl David J. Wechter

Name: David J. Wechter
Title:  Vice President

AMSOUTH BANK, as a Lender

By: /sl Monty Trimble

Name: Monty Trimble
Title:  Senior Vice President



BANK OF AMERICA, N.A,, as a Lender

By: /sl Temple H. Abney

Name: Temple H. Abney
Title:  Vice President

LASALLE BANK NATIONAL ASSOCIATION, as a
Lender

By: /sl Mark Mital

Name: Mark Mital
Title:  First Vice President

UNION PLANTERS BANK, N.A., as a Lender

By: /s/ Andy Moats

Name: Andy Moats
Title:  Assistant V.P.

BRANCH BANKING & TRUST CO., as a Lender

By: /sl R. Andrew Beam

Name: R. Andrew Beam
Title:  Senior Vice President

FIFTH THIRD BANK, as a Lender

By: /s/ David J. Hicks

Name: David J. Hicks
Title:  Vice President/Managing Director

NATIONAL CITY BANK, as a Lender

By: /sl Michael J. Durbin

Name: Michael J. Durbin
Title: Senior Vice President

TRANSAMERICA BUSINESS CAPITAL
CORPORATION, as a Lender

By: /s/ Stephen K. Goetschius

Name: Stephen K. Goetschius



Title:  SVP

CHANG HWA COMMERCIAL BANK, LTD., LOS
ANGELES BRANCH, as a Lender

By:

Name:
Title:

BANK OF OKLAHOMA N.A,, as a Lender

By:

Name:
Title:

HUNTINGTON NATIONAL BANK, as a Lender

By: /sl Geoffrey E. Mewery

Name: Geoffrey E. Mewery
Title: SVP

[SIGNATURE PAGE TO FIRST AMENDMENT TO 3 -YEAR CREDIT AGREEMENT]

SUBSIDIARIES OF THE REGISTRANT

Jurisdiction of

Name of Entity Incorporation/Organization
Dade Lease Management, Inc. Delaware
Dolgencorp, Inc. Kentucky
Dolaencorp of New York, Inc® Kentucky
Dolaencorp of Texas. In(1) Kentucky
DG Loaistics. LLC? Tennessee
DGC Properties. LL(? Delaware
Dollar General Financial, Inc. Tennessee
Nations Title Companvy. In(® Tennessee
The Greater Cumberland Insurance Comt(®) Vermont
Dollar General Investment, Inc. Delaware
Lonestar Administrative Services, Inc. Tennessee
DGC Holdings, LLC Delaware
Dollar General Global Sourcina Limite® Hong Kong
Dollar General Literacy Foundati® Tennessee
Dollar General Partne (©) Kentucky

DGC Properties of Kentucky. LL(") Delaware



Dollar General Stores, Lt(®) Kentucky

Dollar General Intellectual Property, L) Vermont
(1) A wholly-owned subsidiary of Dolgencorp, Inc.
(2) Dolgencorp, Inc. is the sole member.
(3) A wholly-owned subsidiary of Dollar General Financial, Inc.
(4) Held 99.9% by Dollar General Corporation and 0. 3®i6C Holdings, LLC
(5) A nonprofit, public benefit membership corporatiddollar General Corporation is the sole member.
(6) A general partnership in which the general partaeesDade Lease Management, Inc., Dolgencorp almt Dollar General Financial, Ir
(7) A general partnership in which Dollar General Parsris the sole member.
(8) A limited partnership in which the general partiseDolgencorp, Inc. and the limited partner is Dadase Management, Inc.
(9) Alimited partnership in which the general partisebade Lease Management, Inc. and the limitechpais The Greater Cumberland

Insurance Company.

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference inRbgistration Statements and related Prospectiddgsllar Genere
Corporation listed below of our report dated Matdh 2004, with respect to the consolidated findrsti@tements «
Dollar General Corporation included in this AnnBaport on Form 1K for the year ended January 30, 2004:

Form S8, Registration No. 33302653 and Form -8, Registration No. 3385789, each pertaining to the Do
General Corporation 401(k) Savings and Retiremé&mnt.P

Form S4, Registration No. 3332704 pertaining to the offer to exchange up toO$200,000 of 8 5/8% Exchar
Notes due June 15, 2010 for any and all outstar
8 5/8% Notes due June 15, 2010.

Form S3, Reqistration No. 33836810 pertaining to the issuance by the Turnerdtdyil Trust of 12,556,014 share:
common stock.

Form S3, Registration No. 33830451 pertaining to the issuance of 7,500,000 shafreommon stock which may
distributed to holders of the Structured Yield RrodExchangeable for StocKSTRYPES) of and issued by tl
Dollar General STRYPES Trust.

Form S8, Reqistration No. 3393309 pertaining to the Dollar General CorporatiBopplemental Executi
Retirement Plan and Compensation Deferral Plan.

Form S8, Registration No. 3389448 and Form -8, Reqistration No. 33305900, each pertaining to the Dgc
General Corporation 1998 Stock Incentive Plan.

Form S8, Registration No. 3380141 pertaining to the Dollar General Corporatl®95 Employee Stock Incent
Plan and the 1995 Stock Option Plan for Outsidedars.

Form S8, Reqistration No. 351589 pertaining to the Dollar General Corporati®®3 Employee Stock Incent
Plan.

Form S8, Reqistration No. 331827 pertaining to the Dollar General Corporati®89 Employee Stock Incent
Plan.

/s/ Ernst & Young LLP

Nashville, Tennesse
March 11, 2004

CERTIFICATIONS




|, David A. Perdue, certify that:

1. | have reviewed this annual report on FormKLOf Dollar General Corporation;

2. Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistade .
material fact necessary to make the statements ,nmadight of the circumstances under which sudteshent
were made, not misleading with respect to the pecmvered by this report;

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

4, The registrans other certifying officer(s) and | are responsifide establishing and maintaining disclos
controls and procedures (as defined in ExchangeRAts 13dl5(e) and 15d.5(e)) for the registrant and have:

(a) Designed such disclosure controls and proesdur caused such disclosure controls and proes
to be designed under our supervision, to ensure rtteerial information relating to the registri
including its consolidated subsidiaries, is madevikm to us by others within those entities, particky
during the period in which this report is beingpaeed;
(c) Evaluated the effectiveness of the reqgisteadisclosure controls and procedures and presamtbd
report our conclusions about the effectivenes$efdisclosure controls and procedures, as of tHeot
the period covered by this report based on sucluatran; and

7 (d) Disclosed in this report any change in theisteants internal control over financial reporting t
occurred during the registraatmost recent fiscal quarter (the registrsufivurth fiscal quarter in the c¢
of an annual report) that has materially affected,is reasonably likely to materially affect,
registrants internal control over financial reporting; and

5. The reqistrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of intt
control over financial reporting, to the registrantuditors and the audit committee of registsafoard c
directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal obotrel
financial reporting which are reasonably likely adversely affect the registrastability to recorc
process, summarize and report financial informatsord
(b) Any fraud, whether or not material, that inved management or other employees who h:
significant role in the registraistinternal control over financial reporting.

Date: March 16, 2004 /s/ David A. Perdue

David A. Perdue
Chief Executive Officer

I, James J. Hagan, certify that:

1.

2.

|0

b

| have reviewed this annual report on FormKLOf Dollar General Corporation;

Based on my knowledge, this report does not cordgayuntrue statement of a material fact or omistage .
material fact necessary to make the statements ,nradight of the circumstances under which sudciesnent
were made, not misleading with respect to the pecmvered by this report;

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

The registrans other certifying officer(s) and | are responsifide establishing and maintaining disclos




controls and procedures (as defined in ExchangeRAts 13al5(e) and 15d.5(e)) for the registrant and have:

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

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

(d) Disclosed in this report any change in thesteants internal control over financial reporting t
occurred during the registraatmost recent fiscal quarter (the registsufivurth fiscal quarter in the c¢
of an annual report) that has materially affected,is reasonably likely to materially affect,
registrants internal control over financial reporting; and

5. The reqistrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of intt
control over financial reporting, to the registrantuditors and the audit committee of registsafoard c
directors (or persons performing the equivalentfioms):

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

(b) Any fraud, whether or not material, that inved management or other employees who h:
significant role in the registraistinternal control over financial reporting.

Date: March 16, 2004 /sl James J. Hagan

James J. Hagan
Chief Financial Officer

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

Each of the undersigned hereby certifies that sokinbwledge the Annual Report on FormK@or the fiscal yee
ended January 30, 2004 of Dollar General Corparaftbe “Company) filed with the Securities and Exchat
Commission on the date hereof fully complies witle requirements of section 13(a) or 15(d) of theuB8ges
Exchange Act of 1934 and that the information cioetd in such report fairly presents, in all materespects, tr
financial condition and results of operations @& @ompany.

/s/ David A. Perdue

Name: David A. Perdue
Title: Chief Executive Officer
Date: March 16, 2004

/sl James J. Hagan

Name: James J. Hagan
Title: Chief Financial Officer
Date: March 16, 2004
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